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For  Reference 


Not  to  be  taken  from  this  room 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  mop,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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Why  St.  Regis  rolled  thousands  of  dollars  worth  o 
Waterford  crystal  down  this  90-meter  ski  jump. 


The  90-meter  ski  jump  at  Steamboat 
Springs,  Colorado  is  19  stories  off  the 
ground.  It  makes  your  knees  weak  just 
to  stand  at  the  lop,  let 
alone  even  consider 
going  down  it  on  skis. 
And  yet,  we  sent  thou 
sands  of  dollars  worth 
of  Waterford®  crystal 
sailing  off  the  jump 
protected  only  by 
St.  Regis  paper  packag- 
ing. And  by  the  time  it  was  airborne, 
the  package  was  going  60  miles  per 
hour. 

Each  crystal  goblet  in  the  container 
was  protected  by  a  unique  St.  Regis 
packaging  product  called  Corro-Seal. 
It's  a  self  sealing  corrugated  material 
that  forms  a  cushion,  and  makes  a  sim 
pie  package  that  you  can  even  send 
through  the  mail.  Then,  we  put  each 


individually  wrapped  goblet  into  a 
St.  Regis  Bulkpak  that's  normally  used 
for  heavy  loose  material  like  plastic  pel- 
lets. This  container 
can  take  a  stacking 
weight  of  over  2,000 
lbs.,  because  it's  made 
from  double-walled 
corrugated. 

What  did  we  find  at 
the  bottom  of  the  hill? 
Thousands  of  dollars 
worth  of  broken  glass?  No,  we  opened 
the  container  and  joined  the  close  to  100 
spectators  in  toasting  St.  Regis'  packag- 
ing expertise. 

But  Corro-Seal  and  Bulkpaks  are 
just  two  examples  of  why  St.  Regis  is  a 
leader  in  packaging  technology. 

All  this  reflects  the  marketing  stance 
of  St.  Regis  toward  all  our  packaging, 
paper,  lumber  and  construction  products. 


To  use  the  full  weight  of  our  technoloj 
in  serving  our  markets  and  in  renewini 
the  forest  resource  our  products  come 
from. 
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have  no  right 

to  object  to  taxes... 

until  we  object  to  the  way  taxes  are 
spent.  People  are  always  writing  their 
congressmen  demanding  a  price  sup- 
port or  a  pension  or  a  harbor  dredging 
or  a  new  plant  or  something  else  they 
want  in  their  area.  But  when  have  you 
written  your  congressmen  refusing 
such  "gifts"? 

Every  one  of  these  things  which 
may  be  very  pleasant  when  we  get  it, 
is  most  unpleasant  when  we  pay  for 
it —  and  we  always  pay  for  it,  usually 
in  hidden  taxes,  hundreds  of  them 
every  day  of  our  lives. 

The  government  cannot  give  you 
anything  because  it  lias  nothing — it 
first  must  take  it  away  from  you  and 
then  pretend  to  give  some  of  it  back 
(and  a  lot  gets  lost  in  the  handling). 

"Write  your  congressman" — cer- 
tainly But  if  we  believe  in  ourselves 
and  our  country — if  we  have  self-re- 
spect and  American  independence — 
we  should  write  him  to  stop  spending 
money  on  us.  Thrift,  like  charity, 
begins  at  home,  and  we'd  better  hurry 
up  and  begin  to  practice  it,  before  it's 
too  late. 
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A  technician  adjusts  a  tool  on  the  Turning 
Machine  Division's  rugged  SC-32  two-axis 
turret  lathe.  This  numerically  controlled 
machine  operates  on  large  workpieces  with 
two  slides  working  simultaneously  to  reduce 
machining  cycles  by  as  much  as  one-third, 
compared  to  single  slide  units. 


WARNER  &  SWASEY 

Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 

©1981  THE  WARNER  &  SWASEY  COMPANY      ExecutiveOffices:  1  lOOOCedar  Avenue,  Cleveland,  Ohio44106 


KNOWING  m 

COULD  DOUBL 

OFAMERICi 

DID  YOU  Hi 

Business  today  is  held  together  by  its  communication  system. 

And  listening  is  undoubtedly  its  weakest  link. 

Most  of  us  spend  about  half  our  business  hours  listening,  Listeni 
poorly.  Research  studies  show  that  on  the  average  we  listen  at  a  25% 
level  of  efficiency, 

A  statistic  that  is  not  only  surprisingly  low,  but  terribly  costly. 

With  more  than  100  million  workers  in  America,  a  simple  ten 
dollar  listening  mistake  by  each  of  them  would  cost  a  billion  dollars. 

Letters  have  to  be  retyped;  appointments  rescheduled;  shipments 
re  shipped. 

And  when  people  in  large  corporations  fail  to  listen  to  one  anoth 
the  results  are  even  costlier. 


,  TO  USTEN 
HE  EFFtCtENCY' 
y  BUSINESS. 

R  THAT? 

Ideas  get  distorted  by  as  much  as  80% as  they  travel  through  the 
wieldy  chain  of  command. 

Employees  feel  more  and  more  distant,  and  ultimately  alienated 
m  top  management 

Well,  as  one  of  the  world's  largest  corporations-with  87,000 
ployees  and  five  divisions-we  at  Sperry  simply  cant  afford  to  pay  the 
ce  of  poor  listening. 

So  we've  set  up  extensive  listening  programs  that  Sperry  personnel 
'oughout  the  world  can  take  part  in.  From  sales  representatives  to 
mputer  engineers  to  the  Chairman  of  the  Board, 
i    These  programs  are  making  us  a  lot  better  at  listening  to  each  other, 
id  when  you  do  business  with  Sperry  Univac,  or 

any  of  our  other  divisions,  you  II  discover  that 
'^^^^^m^'     they're  making  us  a  lot  better  at  listening  to  you. 


We  understand  how  important  it  is  to  listen, 

sperry  is  Sperry  Univac  computers,  Sperry  New  HoUandfarm  equipment, 
Sperry  Vickers  fluid  power  systems,  and  guidance  and  control  equipment 
from  Sperry  division  and  Sperry  FU^t  Systems. 


How  efficient  a  listener  are  voul 
Write  to  Sperry,  Dept.  4C,  1290  Avenue  of  the  Americas,  New  York,  New  Y'ork  10019, 
for  a  li.stening  quiz  that  s  bodi  fun  and  a  little  surprising. 
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How  Johnson  Controls  gives  "Mac"  McCart 


What  control  problems  do  you  face  here? 

Here  in  San  Francisco  we're  headquarters  for  California's 
State  Compensation  Insurance  Fund.  We  occupy  about  half 
of  this  460,000  square  foot  building  and  are  leasing  the  rest. 
Actually,  all  floors  are  not  finished.  We've  been  bringing  — ■ 
them  on  line  since  the  basic  building  was  completed  in  late 
1977,  and  these  floor  sizes  range  from  13,000  to  29,000  square 
feet.  It's  a  complex  control  problem,  but  our  Johnson  Controls 
JC/80  computerized  system  cuts  it  down  to  size.  It  earns  its 
keep  in  energy  savings. 


What  kind  of  energy  savings  do  you  get? 

Phenomenal!  We've  got  hard  figures — fuel  bills 
before  and  after  programming  the  JC/80  for 
energy  saving.  They  show  a  50%  cut  in  natural 
gas  use  during  the  heating  season,  90%  during 
non-heating  months.  Using  the  JC/80,  our  engi- 
neers cut  total  energy  costs  25%  in  one  year — 
while  occupied  space  increased  9%.  It's  all  in 
tuning  up  the  system . . .  and  our  "little  buildings." 


What  are  "little  buildings"? 

Little  boxes  with  windows.  They  duplicate  on  a 
small  scale  the  glass  and  insulation  factors  of 
the  building.  Johnson  Controls  installed  them 
on  the  walls  outside  the  building.  Depending 
upon  sunlight,  cloud  cover,  wind,  temperature 
and  other  factors,  these  "little  buildings" 
advise  the  JC/80  of  changes  in  environmental 
conditions.  The  JC/80  does  the  rest. 


What  all  does  the  JC/80  do  for  you? 

It  performs  any  function  we  can  hang  a  sensor  on.  And 
we're  expanding  its  use  all  the  time.  For  fire  manage- 
ment, it  gives  the  alarm  and  fights  fire  by  controlling 
the  supply  of  air  to  fire  floors.  For  security,  it  protects 
key  areas  with  a  card  access  system.  For  building  main- 
tenance, it  gives  us  an  hour  by  hour  record  of  equip- 
ment running  time.  Of  course  it  gives  us  total  control 
— electronic  and  pneumatic — of  all  HVAC  functions. 
And  it's  easy  to  run — our  engineers  swear  by  it. 


You're  happy  with  Johnson  Controls? 

You  can  quote  me  on  that.  We  chose  Johnson  Controls  be- 
cause they  had  the  edge  in  computers  and  building  auto- 
mation. And  they've  worked  with  us  from  the  beginning 
— from  planning,  through  installation,  through  adjusting 
the  system.  They're  helping  us  expand  the  system,  too.  We've 
ordered  demand-limiting  software  from  Johnson  Controls 
that  can  shave  up  to  200  amps  off  of  the  electrical  con- 
sumption of  our  chillers  for  a  considerable  period  of  time, 
without  noticeably  affecting  indoor  comfort.  Yes,  we're  happy. 


C  D  "Mac"  McCarthy.  Chief  Building  Engineer 
Stato  Fund  Building.  San  Francisco.  California 
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The  total  control  company 


Your  single  source  for  design,  manufacture,  installation  and  service  of  automated  building  controls.  Proprietary  or  time-shared. 
Energy  management,  heating,  air  conditioning,  fire  management,  security  and  communications.  ©1980  Johnson  Controls,  Inc. 


Ual  control  of  the  State  Fund  Building. 
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FREE IDEABOOK 

This  free  brochure  gives  you  full  information  on 
saving  energy  and  money  with  Johnson  Controls 
Building  Automation  Systems.  Send  for  your  free 
Ideabook  today: 

Mr.  Ron  Caffrey,  Vice  President,  Marketing 
Systems  &  Service  Div.,  Johnson  Controls,  Inc. 
Ref.  G-06,  Box  423,  Milwaukee,  Wisconsin  53201 
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Side  Lines 


Deep  and  disturbing  thoughts 


The  preparation  of  the  Forbes  33rd  An- 
nual Report  on  American  Business  set  us 
to  pondering  the  disarray  in  which  so 
much  of  American  industry,  indeed  the 
entire  economy,  finds  itself  these  days. 
The  problems  go  deep,  very  deep.  As  the 
lead  article  Mw/o.v  and  trucks,  p.  71)  says, 
the  preeminence  of  U.S.  industry  in  the 
past  was  closely  related  to  the  conviction 
flourished  only  here  that  every  man  was 
as  good  as  his  neighbor.  Now,  something 
has  gone  wrong. 

People  who  explain  current  problems 
in  terms  of  lower  wage  rates  abroad  are 
wide  of  the  mark.  They  forget  or  ignore 
the  simple  fact  that  labor  was  always 
relatively  dear  in  the  U.S.  It  was  dear  in 
part  because  the  country  was,  and  still  is, 
relatively  thinly  populated  and  because 
for  most  of  U.S.  history  the  westward 


wagon  trains  were  an  alternative  to 
sweatshop. 

With  labor  dear,  American  tinke 
and  entrepreneurs  sought  ceaselessly 
standardize  parts  and  to  replace  bur 
labor  with  machines.  This  was  the 
secret.  So,  don't  blame  the  decline 
U.S.  industry  on  high  labor  costs  or 
overeager  consumers;  we've  always 
those.  The  fault  lies  elsewhere:  in  a  j; 
ernment  bureaucracy  that  harries, 
union  work  rules  that  hobble,  in  tax  1; 
that  distort,  in  a  loss  of  the  risk-tak 
spirit  in  business  management.  Th 
are  things  you  can't  fix  by  tinkering  v, 
monetary  policy,  imposing  import  q 
tas  or  by  government  bailouts.  Such 
the  deep  and  disturbing  thoughts  stir 
in  contemplating  the  masses  of  facts  . 
figures  in  this  issue. 
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PAID  CIRCULATION  OVER  69O.0OO 


Early  in  1980,  CBS-TV's  60  Minutes  re- 
ported that  the  Nixon  Administration 
had  actually  urged  the  late  Shah  of  Iran  to 
raise  the  price  of  oil  in  order  to  finance 
an  Iranian  military  buildup.  This  news 
came  as  a  revelation  to  many,  but  not  to 
Forbes  readers,  who  had  learned  four 
years  earlier  that  U.S.  officials  had  urged 
price  increases  on  a  vacillating  Shah 
("Don't  blame  the  oil  companies;  blame 
the  State  Department,"  75,  7976). 
Our  trailbreaking  journalism  was  the 
work  of  Executive  Editor  James  Cook.  A 
veteran  of  a  quarter  of  a  century  at  this 
magazine,  Jim  Cook  is  an  exceptionally 
versatile  journalist.  He  is  as  at  home  in  a 
maior  report  on  the  bingo  industry 
(Forbes,  Aw^  6,  7979)  as  in  the  labyrinth 
of  Middle  Eastern  eco-politics.  Most  re- 
cently he  distinguished  himself  with  his 
Forbes  series  on  the  relationship  be- 
tween business  and  organized  crime.  But 
editors  must  edit  as  well  as  write,  and 
this  fall  Cook  drew  the  tough  task  of 
editing  this  complex  annual  issue.  Cook 
says  he  enjoys  the  change  of  pace  in- 
volved in  moving  from  writing  to  editing 
and  back  again.  "As  a  writer,"  he  says, 
"you'd  prefer  to  use  all  your  wonderful 


material,  to  go  on  and  on.  As  an  edi 
you  learn  the  virtue  of  abstaining  fr 
telling  the  reader  more  than  he  wants 
needs  to  know."  Let's  reduce  all  this 
statistics;  In  this  issue,  edited  by  Co 
we  cover  1,041  companies  in  49  mi 
industries,  all  in  the  space  of  150  pa^ 
That's  editing  for  you. 


Executive  Editor  James  Cook 


FOUNDED  1917BYB.C.F0MBE8(1S«0- 1 954) 


8 


FORBES,  lANUARY  .S,  is 


Machines 
that  understand  people. 

Presenting  state-of-the-Sony  dictation. 


It  took  Sony  to 
bring  dictation  ma- 
chines into  the  20  th 
century  Now  Sony 
brings  them  into 
the  21  St. 

Dictation  vritliout 
frustration. 

Sony  not  only  has 
the  most  complete 
state-of-the-art 
microdictation  line 
in  the  business.  Sony 
brings  you  more. 

Sony  brings  you  psychology  with  its  tech- 
nology When  machines  get  too  complicated,  or 
look  too  threatening,  people  don't  want  to  use 
them.  (The  fact  is,  lots  of  new  dictation  equip- 
ment is  being  under -used  for  just  that  reason.) 

That's  why  Sony  dictation  machines  are 
simple  to  operate  and  easy  to  use.  There's  no 
point  in  having  advanced  technology  if  people 
are  afraid  to  use  it.  So  Sony  engineers  l<now 
they  can  put  all  the  highly  complicated 
technology  on  the  inside  as  long  as  it's  uncom- 
plicated on  the  outside. 

Sony:thehitureof 

deslc-top  and 
portable  dictation. 

If  you  want  the 

world's  smallest 

dictator/ 

transcriber, 

Sony  has  it. 


Three-digit  liquid 
crystal  display  Sony 
has  it.  "Executive 
Recall  "memory  for 
instant  access  to 
priority  notations. 
Sony  has  it. Two  tape 
speeds  for  twice  as 
much  dictation.  Sony 
has  it.  The  lightest 
full  function  micro- 
phone you've  ever 
held.  Sony  has  it. 
Automatic  gain  con- 
trol, so  your  voice  remains  level  no  matter 
where  you  move.  Sony  has  it. 
In  fact,  Sony  has  just  about 
every  new  state-of-the-art 
advance.  Period. 


BM-520.  Micro  dictator. 


F6ra  big  choice,  there's 
only  one  choice. 

Right  now  Sony  has  the 

largest  selection  in  microdicta- 

tion.That  means  you'll  find 

machines  in  every  price  range  and  for  every 

need.  All  with  up-to-the-minute  technology 

If  you've  been  waiting  for  the  right  time  to 

get  into  microdictation,  it's  now.  SON'YI 

^"for  complete  intoimation  on  Sony  dictanon  machines  call  1-800-821-7700,  Ex. 516' at 

I any  houi.oi  mail  tJiis  coupon  to  Sony  Office  Pioducts  PO  Box  1624  Trenton  N  I  086,'i0  I 
•!,>  M.«„.,..ran  I  snn  SCO  7/;ss  Fv  ,516  ' 


I 


'in  Missouri  call  I  800  892  7655,  F> 
CD  Plca^^f  sfnd  me  literature 


I    I  Please  have  a  sales  representaDve  call 
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BM-750.  Statc-of-thf-art 
micro  dictator/aanscribrr. 


SONY  OFFICE  PRODUCTS 

Machines  that  understand  people. 


FRB1-5DJ 

198IS(invf  otporation  of  AmfiK^  OHitf  Produiis  [>iv  Sony  is  a  (i^drmaik  of  SonyCoip 


The  view  from  TDkyo 

The  japancse,  who  stopped  thinking  of 
the  U.S.  economy  as  an  all-powerful  co- 
lossus during  the  1970s,  are  now  worry- 
ing about  whether  and  how  it  can  regain 
its  old  vigor.  A  book  by  Harvard's  Profes- 
sor Ezra  Vogel,  japan  as  Number  One- 
Lessons  for  America ,  for  example,  though 
written  as  a  warning  to  the  U.S.,  has 
become  a  bestseller  in  Japan  but  drew 
scant  notice  here.  A  recent  survey  by  a 
Tokyo  economics  magazine  among  57 
leading  Japanese  businessmen  found  that 
they  figured  the  U.S.  now  represents  a 
third  of  the  world's  economy,  compared 
with  half  20  years  ago  and  40%  a  decade 
ago.  (They  saw  an  equal  falloff  in  military 
and  political  strength.)  Asked  to  pick 
three  reasons  for  the  decline,  the  respon- 
dents put  shortsighted  management 
first.  Second  was  a  failure  to  invest  suffi- 
ciently (an  example  of  executive  my- 
opia?) and  third  was  a  weakening  work 
ethic.  The  Japanese  businessmen  largely 
ignored  such  frequently  heard  laments  as 
our  low  rate  of  savings,  moral  decay  due 
to  Vietnam,  and  OPEC's  rise  to  power. 
Putting  their  concerns  in  a  business  con- 
text, 44  of  the  57  executives  queried  said 
if  they  were  to  invest  in  the  U.S.  their 
number  one  concern  would  be  the  qual- 
ity of  labor,  28  cited  unions  and  6  men- 
tioned racial  problems. 

Payoff  on  premiums 

The  big  insurance  companies  are  getting 
more  "creative"  l^c  ,  hungry)  in  selling 
workmen's  compensation  and  product 
and  auto  liability  policies.  "It's  a  func- 
tion of  the  underwriting  cycle,"  says 
Charles  T.  Tagman,  executive  vice  presi- 
dent of  the  Betterley  Consulting  Group 
of  Boston,  one  of  the  biggest  risk-man- 
agement firms,  whose  clients  include  the 
likes  of  IBM  and  Citicorp.  "We're  in  the 
most  competitive  phase  of  the  cycle 
right  now  and  that's  when  insurers  get 
most  'creative.'  "  One  of  the  newer 
wrinkles  has  insurers  foregoing  advance 
premium  payments  from  big  clients,  the 
"float"  that  allowed  underwriters  to 
make  money  on  their  customers'  funds. 
A  corporation  with  $1  billion  in  sales  and 
a  $5  million  annual  compensation  and 
liability  premium,  for  example,  might 
pay  $1  million  up  front,  with  the  remain- 
der to  come  as  losses  occur.  (Losses 
above  that  are  the  insurer's  problem.)  "In 
effect,"  Tagman  says,  "corporations  are 
holding  back  the  portion  of  the  premium 
which  traditionally  would  have  gone  into 
the  insurer's  reserve."  The  client  is  also 
getting  the  investment  income  that 
money  can  produce.  The  underwriting 
cycle,  Tagrnan  adds,  isn't  the  only  reason 
for  the  trend:  '  Large  corporations  in- 


creasingly have  aggressive,  professional 
risk  managers  making  $50,000  to 
$70,000  a  year.  These  guys  have  to  pay 
for  themselves  somehow."  The  multi- 
million-dollar premium  payers  began  the 
change;  this  year  companies  paying,  say, 
$250,000  annually,  are  adopting  the 
same  practice. 

Uncle  Sam's  heating  tips? 

Just  in  time  for  winter,  the  General  Ser- 
vices Administration,  Uncle  Sam's 
housekeeper,  is  passing  out  1  million 
rainbow-hued  pamphlets  (which  cost 
close  to  $25,000)  telling  how  to  stay 
warm.  Among  the  tips:  Heavy  sweaters 
are  warmer  than  light  ones;  pants  keep 
women  warmer  than  skirtS;  a  closed  cur- 
tain cuts  drafts;  a  bowl  of  chili  is  warmer 
than  a  martini;  exercise  distributes  body 
heat.  One  tip  not  mentioned:  You  could 
always  start  a  fire  with  the  pamphlet. 

Four  on  the  floor 

Deft  footwork  is  returning  as  a  require- 
ment for  American  drivers.  With  De- 
troit's switch  to  smaller,  fuel-saving 
automobiles,  the  four-cylinder  engine  is 
the  vogue  and  with  it,  the  stick  shift  and 
clutch  pedal  are  making  a  comeback. 
The  number  of  cars  with  automatic 
transmissions,  standard  for  decades, 
dropped  7%  on  the  1980  models.  Auto- 
matic transmissions  still  dominate,  but 
where  they  were  installed  in  8.4  million 
cars  a  year  ago,  or  more  than  89%,  for 
the  1980s  automatics  showed  up  in  only 
a  little  more  than  82%.  General  Motors' 
ratio  of  automatics  dropped  from  93%  to 
87%,  Ford's  from  87%  to  78%. 
Volkswagen,  which  has  always  favored 
the  stick  shift,  has  given  it  new  empha- 
sis. In  1979,  22%  of  the  VW  Rabbits 
produced  in  the  U.S.  had  automatic 
transmissions;  the  1980  share  is  11%. 
What's  more,  the  trend  is  toward  more 
four-speed  (and  in  the  case  of  Volkswa- 
gen, five-speed)  manuals,  both  of  which 
lend  themselves  to  four-cylinder  en- 
gines— and  plenty  of  footwork. 

My  time  is  my  time 

What's  happening  with  "flexitime,"  that 
revolutionary  idea  of  letting  workers 
choose  their  own  time  schedules?  It's 
alive  and  under  test  in  hundreds  of  feder- 
al agencies.  Two  years  ago  Congress  al- 
lowed government  agencies  to  try  out 
the  scheme  for  three  years  without  run- 
ning afoul  of  overtime  laws.  With  the 
experiment  only  half  over  it's  too  early  to 
draw  conclusions,  but  all  or  parts  of 
about  1,400  agencies  are  trying  out  the 
idea,  involving  350,000  workers,  15%  to 
20%  of  the  federal  work  force.  The  Coast 


Guard,  for  example,  is  using  a  four-ll 
day,  four-day  week  with  Fridays  oil 
its  office  staff.  (This  is  called  "cl 
pressed  time.")  Thousands  of  Del 
employees  are  working  ten-hour  I 
with  either  Monday  or  Friday  off,  asf 
way  to  cut  commuter  traffic  and  air 
lution.  The  drawbacks  are  considers! 
however,  and  give  the  opposition  h(| 
ammunition.  The  three  big  objecti  [ 
Utility  bills  go  up  because  buildings  nl 
be  kept  open  longer  to  handle  staggi 
hours;  unions  are  loath  to  give  up  [ 
eight-hour  day;  and  managements  d| 
like  letting  workers  set  their  own  ho 

Zip  times  9 

Protests  or  no  protests,  the  nine-digill 
code  is  in  the  cards  for  next  year  and! 
Postal  Service  is  forging  ahead  to  buy| 
new  scanners  and  sorters  the  change 
require.  (Like  the  17-year-old  five-t| 
system,  use  will  be  voluntary.)  Conl 
nies  with  their  mailing  lists  in  com|| 
ers  will  get  the  stretched-out  code; 
February;  householders  and  others 
get  the  nine-digit  word  next  fall, 
longer  zip.  Postmaster  General  Will] 
Bolger  says,  will  allow  optical  charaJ 
readers  and  other  machines  to  route  n| 
"right  down  to  the  city  block  on  one 
of  the  street."  A  private  contractor  ^1 
be  hired  to  run  a  toll-free  zip-code  inl 
mation  service  next  fall,  capable  of  hi 
dling  100,000  calls  a  day,  with  possil 
expansion  to  200,000.  The  required  rl 
equipment  will  cost  the  Postal  Servl 
$887  million  over  the  next  seven  ytl 
but  it  will  be  worth  the  effort.  Boll 
says,  because  it  will  save  nearly  $(| 
million  a  year  in  manpower  and  otf 
costs  by  the  late  1980s. 

Welcome,  stranger 

America's  innkeepers  were  treated  t 
long  list  of  gripes  about  the  way  tl 
handle  tourists  from  overseas.  Toru  I 
kamura,  head  of  Japan's  national  toui 
office,  Hermann  Krueger,  his  oppos 
number  in  West  Germany,  Curt  Stra: 
president  of  Hilton  International  anc 
covey  of  American  Express  officials 
out  the  dos  and  don'ts  at  an  Americ 
Hotel  and  Motel  Association  conv 
tion.  Among  them:  Japanese  don't  li 
noise  and  so  shouldn't  get  rooms  m 
elevators;  Japanese  and  Mexicans  w£ 
first-class  hotels  while  Britons,  Germa 
and  Canadians  prefer  more  thrifty  ; 
commodations;  Japanese  must  have 
tub  bath  (and  some  of  them  observe  t 
old  American  rite  of  stealing  towels);  c 
drivers,  particularly  in  New  York,  are 
international  menace;  many  visitc 
speak  English,  so  why  don't  we  spe 
foreign  languages;  U.S.  passport  rules 
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Wfay^theieSO'slook 
hnghter  in  Florida 
than  in  other  states. 


As  the  banks  with  more  offices  in  more  places  around  the  state, 
you'd  expect  us  to  be  optimistic  about  Florida.  But  when  it  comes  to 
economic  prospects,  facts  are  facts. 

Fact  #1:  During  the  1980's,  Florida  will  outgrow  every  state  in  the 
country  to  a  1990  population  of  over  12  million. 

And  the  faster  a  state  is  growing,  the  better  for  business. 

Fact  #2:  The  nations  lowest  tax  rate.  The  most  recent  data  shows 
that  the  average  family  of  four  earning  $15,000  a  year,  paid  only  $656 
in  state  and  local  taxes,  667o  less  than  many  residents  of  the  Northeast. 

And,  the  more  disposable  income,  the  better  for  business. 

Fact  #3:  In  1979,  business  incorporations  grew  17%  over  1978  in 
Florida,  vs.  a  U.S.  average  of  10%.  102  industries  moved  here,  resulting 
in  $850  million  of  capital  investment. 

All  this  indicates  a  healthy  business  climate,  and,with  resources  of 
$4.0  billion,  we  can  help. 

We  can  lend  over  $25  million  to  a  single  business  customer. 

We  offer  every  service  a  business  is  likely  to  need,  from  Leasing  to 
International  Services  to  Cash  Management. 

So,  whether  you're  considering  a  move,  or  you're  already  here, 
contact  us  soon. 

Because  what's  good  for  American  business  in  the  1980's  will  be 
better  for  Florida  business.  And,  in  Florida,  business  couldn't  MKKttk 
have  a  better  bank  than  Barnett.  L^j^U 

For  more  information,  contact  John  RBenbow,  Executive  Vice  President,  Barnett  Banks  of  Florida,  Inc..  P.O.  Box  450^10,  Miami,  Florida  33145.  (305)  350  7129.  ^^^B^H^^BP' 

All  Barnett  Banks  are  menilK-rs  of  FDIC. 


IN  THESE 
UNITED  STATES 
REIINDUSTRIALIZATK 
IS  NOT  JUST 
AN  INTERESTING 
CONCEPT... 

SAVITAL 
ECESSITY." 


William  R.  Roesch, 

President, 

United  States  Steel 


There  is  much  discussion 
I 


these  days  on  the  concept 
)f  the  reindustrialization  of 
Vmerica ...  as  though  we  really  have 
jiny  choice. 

"Consider  where  we  are  headed 
without  the  revitalization  of  our 
ndustrial  base.  In  recent  years, 
America's  industrial  capacity  has 
)een  weakened  and  eroded.  It  is 
[uite  possible  that  before  long  we 
IS  a  nation  will  have  lost  our  ability 
ind  our  will  to  compete.  We  could 
)ecome  overly  dependent  on  the 
ndustry  of  foreign  nations  and  their 
dllingness  and  ability  to  serve 
America's  needs. 

"^Fortunately  this  country  has 
he  potential  to  reverse  this  trend. 
Ve  believe  that  U.  S.  Steel  is  well 
iiquipped  to  be  a  prime  mover  in 
:he  needed  revitalization  process. 

"U.  S.  Steel's  products  and 
apabilities  are  uniquely  positioned 
o  serve  the  requirements  of  upgrad- 
ng  an  industrial  base. 

'Our  F>otential  in  oil  and  gas 
production  through  our 
Oilwell  Division  as  well  as 
our  producing  coal  mines  and 
vast  coal  reserves,  can  make  a 
vital  energy  contribution  to 
reindustrialization. 
"We  provide  materials  that 
range  from  line  pip^  to  wire 
rof>e  to  complete  drilling  rigs 
for  the  oil  and  gas  industries, 
as  well  as  high  strength 
steels  for  mining  applications. 
"Our  fabricating  division  is  a 
leader  in  the  production  of 
river  barges,  transmission 
towers  and  pressure  vessels 
to  help  keep  this  nation's  energy 
materials  moving. 
"Our  engineering  and  construction 
ability,  demonstrated  over  the 
years  in  the  building  of  many  of 


the  world's  great  structures,  is 
what  is  needed  to  resp)ond  to 
a  rebuilding  program  for  America. 
"That  is  representative  of  our 

potential. 

This  is  representative  of  our 

recent  accomplishments. 

"We  have  upgraded  our  manu- 
facturing facilities  and  are 
improving  our  ojjerating  perform- 
ance so  as  to  significantly  better 
our  service  to  customers. 
"We  have  op>ened  new  coal  mines, 
added  new  coal  preparation 
facilities,  expanded  our  iron  ore 
I)elletizing  plants,  and  built 
more  eflRcient,  large-capacity 
ore  boats  to  improve  our  produc- 
tivity. 

"We  are  providing  more  opp)or- 
tunity  for  significant  decision 
making  throughout  our  supervis- 
ory and  management  ranks. 

"We  are  encouraging  and  reward- 
ing innovation  and  productivity. 

"We  are  still  a  long  way  from 
accomplishing  everything  that  must 
be  done  to  provide  lasting  Job  oppor- 
tunities in  our  industry  and  prevent  a 
dependence  on  foreign  steel  sources. 

"But  the  actions  we  are  taking, 
coupled  with  the  determined  and 
innovative  efforts  of  our  employees, 
suggest  that  United  States  Steel  will 
make  its  contribution  to  the  reindus- 
trialization process. 

"That's  the  way  we  see  it.  How  do 
you  see  it?" 

United  States  Steel 

600  Grant  Street,  Pittsburgh,  PA  15230 


UsS 


Order  Taking 
Without  OrderTalcers. 

Customer  Service 
Witliout 
Customer  Service 
Representatives. 

Hook  your  phone  lines  into 
one  of  our  T-COMM®  systems, 
and  your  local  managers  can 
report  on  sales  without  talking 
to  an  operator.  Your  field  sales 
force  can  call  in  orders  without 
order  takers.  Your  customers 
can  place  and  find  out  about 
orders,  without  talking  to  a  cus- 
tomer service  representative. 

And,  they  can  do  it  all  without 
sophisticated  and  expensive 
computer  terminals. 

Periphonics  proven  and  tested 
communications  technology, 
combined  with  our  ability  to 
make  computers  talk,  lets  you 
communicate  with  people 
around  the  country,  without 
having  a  staff  of  operators 
"standing  by".  The  caller  can 
use  any  push-button  telephone,  and  our  system  can  be  pro- 
grammed to  handle  just  about  any  series  of  transactions  you 
can  imagine.  We  can  transfer  to  an  agent  for  more  detailed  or 
difficult  calls,  and  even  deliver  a  pre-set  sales  message. 

Periphonics  T-COMM  systems  are  in  use  today  from  Toledo  to 
Tokyo.  They're  taking  auto  parts  orders,  transfering  bank  de- 
posits, and  reporting  on  local  sales  volume.  Periphonics  built-in 
quality  makes  them  dependable.  Periphonics  national  staff  of 
trained  service  engineers  keeps  them  working.  And,  Periphonics 
no-nonsense  approach  to  that  mythical  world  of  "software" 
makes  them  easily  adaptable  to  just  about  any  computer  system 
you  might  have  in-place  today. 

Periphonics  ....  letting  your  imagination  work. 

Periphonics 

PERIPHONICS  CORPORATION.  An  Affiliate  of  E)$(ON  Corporation, 

World  Headquarters:  75  Orville  Drive. 

Bohemia,  N.Y.  11716  (516)  567-1000  Telex  5102287310 

*  Registered  Trademark  of  Periphonics  Corporation 


Trends 


call  the  days  of  Ellis  Island;  the  fee 
government  does  practically  nothin 
promote  American  tourism  over; 
With  all  that,  however,  American  h 
Hers  must  be  doing  somethmg  right, 
number  of  foreign  trippers  visiting 
U.S.  runs  22  million  a  year,  well  ovei 
total  of  Americans  traveling  abroad 


The  right  school  tie 

An  Ivy  League  tie  still  looks  like  the 
entree  into  the  executive  suite.  A  sui 
of  55,000  top  management  people 
Standard  Poor's  showed  that  the 
breeding  ground  on  the  graduate  1 
was  Harvard,  followed  by  New  York  I 
versity,  Columbia,  the  University 
Michigan  and  the  University  of  Penn 
vania.  Among  executives  with  un 
graduate  degrees  the  leading  sch 
were  Yale,  Harvard,  City  Universit 
New  York,  Princeton  and  NYU.  Stan 
was  the  only  campus  west  of  the  Mis 
sippi  that  made  the  first  ten  in  either 
graduate  or  undergraduate  category 


What  price  litter? 

Supermarket  operators  have  gath 
fresh  ammunition  for  their  battle  to 
nonreturnable  bottles,  now  outlawec 
six  states  (Connecticut,  Iowa,  Ma 
Michigan,  Oregon  and  Virginia). 
Food  Marketing  Institute  had  Case  &.  ( 
the  management  consultants,  survey 
stores  in  the  six  states  that  mane 
nickel-back  bottles,  primarily  as  an  a 
litter  measure.  Such  legislation,  the 
port  says,  means  extra  handling  cost 
2.4  cents  per  bottle  or  up  to  57  cent 
case,  and  can  cost  a  big  supermarket 
much  as  $25,000  a  year,  not  count 
"intangible  factors  such  as  store  disr 
tion."  The  conclusion,  says  Timo 
Hammonds,  FMI's  senior  vice  presid 
is  that  bottle  bills  only  "increase  costs 
supermarkets  and  their  customers." 


The  bang  builder's  bucks 

Sensing  a  shift  in  public  and  poli 
attitudes,  defense  contractors  are  ta 
the  offensive.  Lockheed  now  talks  of 
troducing  the  Diego  Garcia,  Indian  Oct 
shuttle"  with  its  planes.  Bath  Iron  Wo 
advertised  its  fighting  ships  for  the  fi 
time  in  its  1 00-year  history  with  "Are 
letting  every  ocean  turn  into  a  red  se 
At  Todd  Shipyards,  ad  manager 
McMillan  figures  his  $80,000  budget 
triple  this  year  and  says,  "We're  not  ad 
eating  global  war,  just  saying  be 
pared."  Rohr  Marine,  another  contract 
explains  its  new  approach  this 
"Sometimes  you  place  an  ad  to  sel 
product,  sometimes  to  get  the  produc 
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COMBUSTION  ENGINEERING  REPORTS  TO  THE  riNAWCIAL  COMMUNITY: 


C-E  designed  and  built  the  nation's  largest  test  facility  for  converting  coal  into  low-Btu  gas  for  power  generation 


C-E  synfuel  technology  will  help 
America  meet  its  energy  needs  in  the  80's. 


For  more  than  a  decade, 
Combustion  Engineering 
and  its  subsidiaries  have 
been  leading  the  way  in 
the  development  of  syn- 
thetic fuels  to  help 
America  meet  its  fu 
ture  energy  needs. 
Gaseous  and  liquid 
fuels  from  coal. 
At  our  Windsor,  Connecticut, 
test  facility,  C-E  is  transforming 
coal  into  suitable  gas  for  use  by 
electric  utilities  and  industry. 
After  over  2000  hours  of  opera- 
tion, the  process  has  proven  its 
ability  to  convert  coal  to  a  clean- 
burning  gas. 

C-E  Lummus,  a  C-E  sub- 
sidiary, is  now  engineering  the 
first  commercial  coal  gasification 
plant  to  be  built  in  the  United 
States.  The  project  is  being 


planned  by  Great  Plains 
Gasification  Associates.  It 
is  to  be  located  near 
Beulah,  North  Dakota. 

In  coal  liquefaction, 
C-E  Lummus'  proprietary 
de-ashingprocess,  selected 
by  the  Department  of  En- 
ergy for  pilot  plants  at 
Fort  Lewis,  Washington, 
and  Catlettsburg,  Kentucky, 
is  a  key  step  in  the  conversion 
of  coal  into  clean-burning  liquid 
fuels  for  transportation  and 
home  heating. 

Today  synfuel  activities 
represent  a  fraction  of  C-E's 
$2. 75  billion  in  annual  sales. 
During  the  1980s,  this  area  is 
expected  to  make  an  increasing 
contribution  to  C-Es  continuing 
growth. 

COMBUSTION 
ENGINEERING 


C-E:  Positioned  for  srowth 
in  the  80's. 

Helping  to  find  and  bring  in  oil 
and  gas.  Upgrading  and  building 
refineries  and  petrochemical 
plants.  Developing  cleaner,  more 
efficient  ways  electric  utilities 
can  use  coal.  Providing  equip- 
ment and  services  for  nuclear 
power  generation.  And  leading 
the  way  in  the  development  of 
alternative  fuels. 

No  other  company  has 
Combustion  Engineerings  broad 
range  of  capabilities  for  helping 
energy-related  industries  meet 
the  challenges  of  the  80s  and 
beyond.  For  a  copy  of  our  latest 
report  to  shareholders,  write 
Combustion  Engineering,  Inc., 
Dept.  7004-160,  900  Long  Ridge 
Road,  Stamford,  Connecticut, 
USA  06902. 


The  Energy  Systems  Company 


Off  Campus 
Degree  Programs 


Follow^hrough 


Bachelors/ Masters/Doctoral 

It  Is  now  possible  to  earn  a  recognized 
BA/MBA/  or  Ph  D  in  Administration  or 
Management  without  classroom  or  semi- 
nar attendance  requirements  with  the  con- 
fidence thai  the  degree  you  will  be  earning 
from  California  Western  University's  School 
of  Administration  and  Management  has 
been  approved  by  the  Superintendent  of 
Public  Instruction  for  the  Department  of 
Education  in  the  State  of  California 

California  Western's  degree  programs 
have  been  individually  tailored  with  the 
working  adult  in  mind.  Students  can  enroll 
at  any  time  and  complete  the  graduation 
requirements  at  home  utilizing  our  faculty 
monitored  self-Instructional  methods 

Most  of  our  graduates  have  completed 
their  program  requirements  in  nine  to 
twelve  months 

For  a  personal  no  cost  evaluation  of  your 
occupational  and  academic  accomplish- 
ments, and  how  you  can  be  placed  In  one 
of  our  programs,  send  us  a  detailed  resume, 
or  call  our  Admissions  Office. 


External  Programs 

California  Western 
University 

700  North  Main  Street 
Santa  Ana.  Cahiornia  92701 
(714)  547-9625 


Degrees  offered  by  C.W  U  s  School  of  Adm  & 
Wgf  have  been  Approved  by  the  Superintend- 
ent of  Public  Instruction  for  the  State  of  California  " 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  maihng  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $30  □  3  years  $60 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  add  $5  a  year.  Orders  for  other 
countries  add  $18  a  year. 

Sub.scription  ,Ser\'ice  Manager 
Forbe.s,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 
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Why  they  liked  Ike 

when  Ronald  Reagan  takes  the  oath  as 
the  4()th  President  of  the  United  States 
this  month,  it  will  mark  the  first  time  in 
almost  a  generation  that  a  Repuhliean 
moves  into  the  White  House  with  at 
least  half  (')f  Capitol  Hill  in  GOP  hands. 
The  last  time  was  19,^.^,  when  Dwight  D. 
Eisenhower  and  the  GOP  Congress  he 
swept  into  offiee  with  him  arrived  in  the 
capital.  The  future  then  looked  as  bright 
as  Ike's  trademarked  grin,  prompting 
Forbes  to  comment:  "America's  new 
hope  is  Washington" (/<ri«  15,  I')53). 

The  new  President's  grin  may  match 
Ike's  in  candlepower,  but  the  country 
and  the  economy  he  inherits  are  hardly 
anything  to  smile  about.  The  Eisenhow- 
er Inaugural  found  U.S.  business  at  the 
highest  level  in  history,  with  the  gross 
national  product  running  at  a  record 
$350  billion.  Production  was  unmatched 
except  for  the  years  of  allout  war.  The 
U.S.  dollar  stood  unquestioned  as  the 
strongest  currency  on  earth.  The  2  mil- 
lion unemployed  represented  less  than 
3%  of  the  labor  force,  comfortably  with- 
in the  full  employment  definition.  The 
prime  rate  hovered  around  3%  when  Ike 
took  office  and  never  went  past  4.5% 
during  the  eight  years  he  was  President. 
The  automobile  industry  was  going  to 
sell  close  to  5.8  million  cars  in  1953  and 
imported  cars  held  a  minuscule  0.5%  of 
the  total  market.  The  stock  market  was 
set  for  one  of  its  biggest  booms,  which 
would  push  the  Dow  Jones  industrials 
from  280  to  6 1 5  in  the  Eisenhower  years. 

Numbers  aside,  Ike  also  brought  a  new 


euphoria  to  the  country  in  general  ar 
business  in  particular.  The  only  cl« 
visible  that  January  were  Korea  am 
seph  Stalin.  Within  months,  the  figh 
in  Korea  was  over  and  Stalin  was  d 
Businessmen  basked  in  the  ghjw 
new  warmth  spreading  from  a  W 
House  in  Republican  hands  for  the 
time  in  20  years.  The  new  Presi 
fanned  that  enthusiasm  with  a  Cab 
that  included  such  names  as  Charles 
gine  Charley)  Wilson,  president  of  C 
eral  Motors;  John  Foster  Dulles  and  1 
bert  Brownell  Jr.,  quintessential  ' 
Street  lawyers;  George  M.  Humph 
one  of  the  country's  major  industrial 
and  Arthur  E.  Summerficid,  a  nation 
known  automobile  dealer.  (Democ 
jeered  at  that  Cabinet  as  "nine  mill 
aires  and  a  plumber,"  the  latter  b 
Martin  Durkin,  the  plumbing  ur 
chief  who  was  Ike's  first  Secretan 
Labor.) 

Ronald  Reagan  has  also  given  b 
nessmen  sound  reason  to  expect  rr 
help  and  understanding  from  Wash 
ton,  but  he  is  riding  nothing  like 
wave  of  popular  acclaim  Ike  comm 
ed.  Eisenhower's  laurels  had  been  \ 
on  Europe's  battlefields;  Reagan  is 
garded,  if  fondly,  as  a  hero  who  rode 
of  the  celluloid  West.  The  economy  F 
gan  takes  over  is  also  vastly  differ 
That  GNP  of  $350  billion  is  dwarfec 
today's  $2.^1  trillion.  (Even  in  19.53 
lars  that  is  $840  billion,  2 'A  times 
1953  number.)  But  the  problems  h 
ballooned,  too.  In  the  1950s,  for  instai 
the  U.S.  was  still  steelmaker  to 
world,  American  steelmen  today, 
died  with  antiquated  plants,  have  hac 


Ml 


Charles  \\  i/so)!.  Dwight  Eisenhoicer.  John  Foster  Dulles 

When  the  President  called,  the  captains  of  industry  rushed  to  respond. 
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to  Investors! 


THE  1981  S&P  "500"  STOCK  MARKET  EKCTCLOPEDIA 

The  Results  of  Standard  &  Poor's  Multi-Million  Dollar  Research  Over  The  Years  Into  The  Investment 
Merits  of  The  Widely  Traded  Common  Stocks  included  in  The  Famous  S&P  Index.  Published  in  ONE 
comprehensive,  easy-to-use  500-page  volume.  This  one-volume  investor  guide  to  stocks  and  possible 
stock  market  profits  represents  an  extraordinary  publishing  achievement.  Comprehensive  reports  on 
500  of  the  most  widely  traded  stocks . . .  tens  of  thousands  of  important  investment  facts  that  answer 
practically  any  question  regarding  a  stock . . .  500  individual  stock  charts . . .  only  available  directly  from 
Standard  &  Poor's.  You  can  now  own  this  remarkable  $22.50  ENCYCLOPEDIA  and  profit  from  its  use 
without  paying  a  single  penny  for  it,  when  you  accept  a  6- week  $15  trial  to  Standard  &  Poor's  famous 
weekly  Investment  Service,  The  OUTLOOK!  What's  more,  if  at  any  time  you  feel  you  are  not  getting 
many  times  your  money's  worth  from  the  weekly  OUTLOOK,  cancel  it,  receive  a  prompt  refund  on  the 
unused  portion  of  your  trial,  and  keep  the  ENCYCLOPEDIA  regardless. 
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turn  to  Washington  to  stem  the  fh 
imported  metal  and  to  their  rivals  » 
seas  for  desperately  needed  tech 
help.  lapanese  engineers  are  shu 
U.S.  Steel  how  to  improve  its  produc 
of  big-diameter  pipe.  Wildcatters  furi 
ly  sinking  new  oil  and  gas  explore 
wells  are  paying  sky-high  prices 
waiting  months  for  smaller  items 
"sucker  rods"  for  their  underground  • 

The  automobile  industry  is  in  sin 
straits.  In  1953  Detroit's  roster  1 
General  Motors,  Ford,  Chrysler,  N 
Hudson,  Studebaker,  Packard,  Ka 
Frazer  and  Willys.  Today's  far  shorte 
is  not  only  begging  Washington  for  r 
blocks  against  foreign  competitK 
which  now  claims  30%  of  the  mark 
but  searching  frantically  for  foreign  ] 
ners.  American  Motors,  the  survi 
successor  to  Nash  and  Willys,  is  coun 
on  France's  Renault  for  salvation.  It 
Congress  turns  down  Chrysler's  ne\ 
plea  for  money,  the  near-bankrupt  n 
ber  three  auto  producer  will  probabl 
looking  to  its  Japanese  and  French  f 
ners  for  help.  During  the  past  year, 
troit's  onetime  rulers  of  the  road 
almost  $3.3  billion  after  taxes. 

President-elect  Reagan  is  even  ha" 
recruiting  problems.  At  a  flash  ot  I 
grin,  captains  of  industry  rushed  to  ei 
under  his  banner.  The  battering  that  b 
nessmen  took  in  the  wake  of  Water 
and  its  accompanying  tales  of  conflic 
interest,  bribery  and  other  skulldugj 
has  created  reluctance  for  public  servii 
hesitance  heightened  by  new  disclo 
laws  that  require  everything  but  bl 
tests  from  an  aspiring  Cabinet  officer 

Reagan's  world  presents  as  many  fl 
points  as  the  economy  he  inherits.  Wl 
Ike  had  Korea  and  Stalin,  the  new  Pr 
dent  has  Afghanistan,  Iran,  Poland, 
Middle  East,  Central  America,  OI 
land,  for  that  matter,  Korea  and  the  Kr^ 
lin).  And  while  he  juggles  those  t 
bombs,  he  must  also  wrestle  with 
main  issue  of  the  1980  presidential  c. 
paign — a  troubled  economy.  Unemp 
ment,  which  Ike  could  ignore,  hangs 
stubborn  8%.  Instead  of  a  prime  rati 
3%,  the  best  business  borrowers  are  r 
asked  to  pay  20%.  Economists  were  t< 
ing  about  "deflation"  in  1953  (whenp: 
rises  were  a  bare  1  % );  Reagan  will  cont 
with  a  seemingly  unquenchable  12% 
higher  rate  of  inflation. 

Ronald  Reagan  nonetheless  will  ride 
Pennsylvania  Avenue  with  some  echc 
the  bullish  forces  that  Ike  could  count 
not  least  the  new  buoyancy  businessn 
feel  about  the  election,  by  a  landslide  vc 
of  a  GOP  President.  And  confider 
amongbusinessmenand  consumers  all 
has  always  been  the  great  catalyst  in 
U.S.  economy. 
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HifHILE  EVERYONE  EISE 
§  lALMNG  ABOUT 
PRODUaiYITY  YOU  COULD 
BE  GEniNG  RESUUS. 


THE  NEXT  STEP  IN  DDP  IS  HERE. 

In  today's  inflationary  economy  business 
people,  economists,  and  scientists  agree 
that  one  key  to  improved  productivity  can 
be  a  computer  system  that  delivers  results. 
Data  General  understands;  that's  why 
we've  prepared  this  booklet  on  ECLIPSE® 
distributed  data  processing  systems.  It's 
called  quite  simply  RESULTS,  and  it  de- 
scribes our  complete  family  of  results- 
oriented  business  systems. 
You'll  learn  about  our  line  of  distributed 
processing  software  -  for  networking,  3270 
communications,  word  processing, 
data  base  management  and 
transaction  processing. 
And  every  Data  General  ECLIPSE  data 
system,  from  the  entry  level  C/150,  all  the 
way  up  to  the  MV/8000,  features  software 
compatibility  to  protect  your  investment  as 
you  grow  from  one  system  to  another. 
Next  time  you  start  worrying  about  your 
company's  productivity  do  a  little  produc- 
tive reading.  Mail  the  coupon  for  RESULTS,  y 


Data  General  Corporation,  Westboro, 
MA  01580,  (617)  366-8911. 
ECLIPSE  IS  a  registered  trademark 
of  Data  General  Corporation 
®Data  General  Corporation, 

1980.  oyy 


puimus€le 
fit  your 
Heaf  Ttansfer 
applitafions 

Specify  Young  Heat  Transfer 
Products.  That's  your  assurance 
the  radiator,  oil  cooler  and  other 
cooling  system  components  are 
going  to  stand  up  to  the  vibrations, 
the  jolts,  the  shocks— to  those  tough 
applications  that  test  the  character 
of  each  vital  part.  Call  us  at 
(414)  639-1010. 

RADIATOR  COMPANY 

2825  Four  Mile  Road 
Racine.  Wisconsin  53404 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  314-315 
of  this  issue  for 

Forbes 

Classified 


Readers  Say, 


Make  it  25  mpg 

Sir:  Very  few  U.S. -made  cars  now  give  a 
city-highway  average  of  30  mpg  or  30 
mpg  plus.  If  a  tax  credit  were  limited  to 
U.S.  cars  and  the  mpg  figure  dropped  to 
25,  which  really  isn't  bad — an  honest  IS 
is  pretty  good — it  would  greatly  help  do- 
mestic sales. 
—Jetry  Sturie 
New  York,  N  Y. 

Okay.  Make  it  an  ai'era^e  25  mpg  for  the 
$200-to-S300  (plus:'')  tax  credit  — MS¥ 


Helping  on  foreign  policy 

Sir:  I  appreciate  your  kind  remarks  in  your 
editorial  ("Why  Reagan  Will  Be  An  Effec- 
tive President," /A^c  S.  1980]  about  the 
astute  Henry  Jackson.  I  am  going  to  do  all  I 
can  to  help  the  President-elect  to  establish 
a  truly  bipartisan  national  security  policy. 
— Henry  M.  Jackson 
U.S.  Senate 
Wasbini>t(m.  D  C 


No  relevance 

Sir:  That  was  an  upbeat  piece  you  did  on 
ITT  ("ITT  temiicV Streetwalker,  Dec.  22, 
1980).  But  what,  pray  tell,  was  the  rel- 
evance of  the  caption — "Watergate's  last 
victim?" — under  the  picture  of  ITT's 
CEO  Rand  V.  Araskog?  He  had  absolute- 
ly nothing  to  do  with  Watergate  and  is 
renowned  for  his  enormous  integrity  as 
well  as  ability. 
— Sheldon  Walker 
New  York,  NY 

The  caption  had  )uj  relevance  to  Mr  Aras- 
kog and  we  apologize  to  one  of  Forbes'  most 
highly  regarded  CEOs  — Ed. 


Expense  dividends 

Sir:  If  corporations  could  charge  divi- 
dends as  expense,  just  as  interest  on 
debt,  we  would  reduce  the  demand  for 
debt,  improve  the  ratio  of  debt-to-equity 
and  expand  production. 
—B.M.  Riley 
Memphis.  Tenti 


"A  Stanford  M.B.A. " 

Sir:  In  your  coverage  of  Claude  Rosen- 
bergCiVor.  24,  1980)  you  omitted  the  fact 
that  he  is  a  Stanford  M.B.A.  while  readily 
identifying  the  man  he  hired,  Paul  Sack, 
as  "a  Harvard  M.B.A."  Financial  sophis- 
tication does  exist  west  of  New  York  and 


can  be  acquired  at  institutions 
than  the  "Stanford  of  the  East." 
— Steven  1.  Klosterman 
President, 

Stanford  Business  School 

Alumni  Association 
Stanford  University 
Sta>ifi)rd,  Calif 


Not-so-minimum  inflatioi 

Sir:  The  legislated  increase  on  the  rr 
mum  wage  (Trends.  Nov  10.  1980) 
come  to  45%  in  three  years.  You  j 
that  these  increases  have  benefited  c 
5.3  million  of  the  90  million  employi 
this  country.  Actually,  increases  in 
minimum  wage  have  the  inevitable 
feet  of  causing  corresponding  mere 
mall  wages  and  salaries — as  require 
preserve  proper  differentials  in  job  c 
pensation.  Prices  have  to  be  incre 
accordingly.  In  enacting  the  1977  nj 
mum  wage  law.  Congress  and  Ca 
[helped  fuel]  inflation. 
—Thor  W.  Hauff 
Kich/and.  Wash. 


We  were  first  I 

Sir:  The  newly  offered  Eberstadt  Ene 
Resources  Fund  was  referred  to  as  ' 
first  open-end  common  stock  fund  t« 
sold  through  an  underwriting  gro 
since  the  early  Seventies  ("John  H 
chuck  wagon," Dfc  8,  1980].  In  fact. 
Vanguard  Group  of  Investment  Co 
through  a  group  of  underwriters  led 
Dean  Witter,  Bache,  Paine  Webber 
Reynolds — brought  to  market  in  Auj 
1976  the  first  "index  fund"  to  be  m 
available  to  the  general  public.  Su 
quent  to  the  initial  underwriting,  sh; 
of  Vanguard  Index  Trust  were  offeret 
the  public  without  a  sales  charge 
assets  now  exceed  $100  million. 
—James  S.  Riepe 
Executive  Vice  President, 
The  Va}] guard  Group  of  Investment  Cos 
Valley  Forge.  Penna 


Might  boost  churches,  to 

Sir:  Urging  Sunday  Election  Days  \f 
and  Comment,  Dec.  8,  1980]  is  a  miss 
all  of  us  should  join.  My  wife  and  I  li 
part  time  in  France  in  the  early  and  n 
die  Seventies  and  were  astonished  at 
size  of  the  election  turnouts.  A  talk 
point  for  church  groups:  In  France, 
people  either  go  to  early  Mass  and  tl 
vote,  or  reverse  that  procedure.  To 
them  parade  to  the  polls  in  their  Sun 
best  adds  dignity  to  the  voting  proces) 
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Garrett- Buchanan  was  increasing  its  sales . . .  and 
that  meant  increasing  its  space.  It  couldn't  afford 
not  to  grow. 

^.  100% 

Financing 


We  may  be  able  to  offer  you  the  same  deal. 


It  isn't  just  the  availability  of  financing 
that's  important— it  s  the  scope  and  variety 
of  financing  packages  that  can  make  the  big 
difference.  Few  cities,  if  any,  can  offer  you  the 
kind  of  flexibility  and  diversity  in  financing 
available  right  now  in  Philadelphia. 

At  PIDC  we  work  closely  with  local  lending 
institutions  and  public  agencies  to  provide 
you  with  just  the  right  help  you  need  for 
your  individual  project.  Whether  it's  financ- 
ing for  construction,  expansion,  moderniza- 
tion, or  a  machinery  and  equipment  pur- 
chase, we  help  you  put  together  imaginative 
packages  that  offer  significant  and  direct 
benefits  In  a  language  you  can  understand. 
Like  tax-exempt  mortgages.  Low-interest/ 
long-term  loans.  Second  mortgage  funding. 
Job  training  programs.  Government- 
guaranteed  loans.  Property  tax  abatement, 
and  more. 


When  Garrett-Buchanan  found  what  it 
needed  in  the  Philadelphia  interport  Busi- 
ness Complex,  we  helped  arrange  100% 
financing  for  the  construction  of  160,000 
square  feet  of  highly  efficient  space.  We'd 
like  to  do  the  same  for  you. 

Yes,  I  d  like  to  learn  more  about  how  PIDC  can 
help  my  business. 

NAME:  


I 
I 


TITLE: 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 

NEW  ISSUE 


A  Wheelabmtor-Frye  Inc. 

2,000,000  shares 

8.25%  Series  A  Cumulative  Convertible  Preferred  Stock 

The  8.25%  Series  A  Cumulative  Convertible  Preferred  Stock,  par  value  SI. 00  per  share,  of 
Wheelabrator-Frye  Inc.  is  convertible,  at  any  time,  unless  previously  redeemed,  into  Com- 
mon Stock,  par  value  $.30  per  share  of  the  Com|)any  at  the  rate  of  .7353  share  of 
Common  Stock  for  each  share  of  Series  A  Preferred  Stock  (equivalent  to  a  conversion  price 
of  $68  per  share  of  Common  Stock),  subject  to  adjustment  under  certain  conditions. 


Price  S50  Per  Share 

plus  accrued  dividends,  if  any,  from  the  date  of  issue 


Copies  of  the  Prospectus  may  he  obtained  in  any  State  in  which  this  an- 
nouncement is  circulated  only  from  such  of  the  underwriters  as  may  legally 
offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


Lazard  Freres  &  Go. 

Bache  Halsey  Stuart  Shields  The  First  Boston  Corporation  Bear,  Stearns  &  Go. 

Incorporated 

Blyth  Eastman  Paine  Webber       Dillon,  Read  &  Go.  Inc.       Donaldson,  Lufkin  &  Jenrette 

Incorporated  Securities  Corporation 

Drexel  Burnham  Lambert  Goldman,  Sachs  &  Go.  E.  F.  Hutton  &  Gompany  Inc. 

Incorporated 

Kidder,  Peabody  &  Go.     Lehman  Brothers  Kuhn  Loeb     L.  F.  Rothschild,  Unterber^,  To  whin 

Incorporated  Incorporated 

Salomon  Brothers        Shearson  Loeb  Rhoades  Inc.       Smith  Barney,  Harris  Upham  &  Go. 

Incorporated 

Warburg  Paribas  Becker  Wertheim  &  Go.,  Inc.  Dean  Witter  Reynolds  Inc. 

A.  G.  Becker 

ABD  Securities  Corporation  Arnhold  and  S.  Bleichroeder,  Inc.  Atlantic  Capital 

Corporation 

Basle  Securities  Corporation  Alex.  Brown  &  Sons  F.  Eberstadt  &  Co.,  Inc. 

A.  G.  Edwards  &  Sons,  Inc.         EuroPartners  Securities  Corporation         Robert  Fleming 

Incorporated 

Hambrecht  Sc  Quist  Kleinwort,  Benson  Ladenburg,  Thalmann  &  Co.  Inc. 

Incorporated 

Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc.  New  Court  Securities  Corporation 

Oppenheimer  &  Co.,  Inc.  Thomson  McKinnon  Securities  Inc. 

Tucker,  Anthony  &  R.  L.  Day,  Inc.  W'ood  Gundy  Incorporated 

December  4, 1980 


Readers  Sav 


nother  reason  why  churches  should 
)y  for  Sunday  elections:  Maybe  atten- 
ce  would  zoom  on  Election  Day. 
png  from  our  recent  track  record  in 
cing  Presidents,  a  vote  and  prayer 
lid  be  an  appropriate  parlay. 
bert  J.  VC  il/ianis 
2I  Penna. 


Defer,  not  stagger 

Re  your  comments  (Fact  and  Com- 
it,  Dec.  8,  1980)  about  the  problem  of 

East's  election  projections  affecting 

West's  voter  turnout.  Deferring  the 
y  of  ballots  until  the  day  after  Election 
y  would  provide  a  simpler  solution 
n  Congressman  Biaggi's  suggestion  of 
5gered  election  hours. 
avin  Miiipby 

York,  N.y.' 


U.S.  technology 

In  your  article  "Steel  turnabout" 
V.  10,  1980)  concerning  the  export  of 
anese  steelmaking  technology,  you 
quite  correct  to  point  to  the  Qatar 
;1  project  as  an  example  of  the  most 
anced  technology  currently  available, 
wever,  this  plant  is  based  upon  the 
ect  reduction  of  iron  ore  using  the 
DREX    Direct    Reduction  Process, 
ich  was  developed  here  in  the  U.S. 
ckart  E.  Goette 
ident, 
rex 

rlotte,  N.C. 


Organized  crime 

Hopefully,  the  new  Administration 
11  give  organized-crime-fighting  a  high 
ority,  including  criminal  conspiracies 
some  of  this  nation's  so-called  legiti- 
te  businesses  who  willfully  choose  to 
jperate  with  others  in  organized  ven- 
es  for  their  mutual  benefit. 
:ven  Mario  Puzo's  "Godfather"  Vito 
rleone  was  alleged  to  have  once  said, 
lawyer  with  his  briefcase  can  steal 
i)re  than  a  hundred  men  with  guns." 
mire  DiMarco 
itenant. 

f  York  City  Police  Department 
[cDiized  Crime  Control  Bureau 
r  )nrk.  ,'V  K 


Business  and  crime 

i:  Thank  you  for  the  super  review  of 
erican  Myth,  American  Reality  (Fact  and 
ymient,  Dec.  8,  1980).  I  have  been  read- 
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Radio  Shack  Introduces 
Low-Cost 
Word  Processing 
For  TRS-80  Model  II 

You'll  never  want  to  use  a  tv^pewriter  again!  Our  all-new 
Model  II  SCRIPSIT—  program  gives  you  professional  word-pro- 
cessing features  at  a  price  no  one  else  matches!  This  system  will 
save  you  time  and  money,  reduce  errors  and  increase  office 
effidency.  Here's  why.  .  . 

It's  Easy  to  Use.  SCRIPSIT  is  user-oriented,  with  menus  and 
prompts  for  every  important  function.  An  automatically  updated 
information  line  gives  current  document  status.  Automatic  cen- 
tering and  justification  make  tables  and  special  formats  easy. 
Typeover,  Insert,  Delete,  Global  Search  and  other  conveniences 
make  editing  on  the  video  screen  simplicity  itself  There's  even 
automatic  page  numbering,  re-numbering  and  re-ordering! 

The  Computer  is  Included.  With  this  system,  you  not  only  get 
word  processing,  you  also  get  our  top-of-the-Iine  business  com- 
puter that,  with  optional  software,  can  run  your  inventory, 
ledger,  payables  and  more.  And  our  Daisy  Wheel  II  printer  gives 
you  correction-free  electric  typewriter  quality  at  500  words  per 
minute.  The  complete  system,  including  SCRIPSIT,  64K  Model 
II  Business  Computer,  Daisy  Wheel  II  Line  Printer  (and  cable),  is 
only  $6197.*  You  can  own  or  lease  now,  through  our  6000 
stores,  dealers  and  Computer  Centers.  Come  in  for  details. 
SCRIPSn"  software  only  *299 

Radio  /haeK 

The  biggest  name  in  little  computers.® 


•Retail  prices  may  vary 
at  individual  stores 
and  dealers. 


Send  for  your  free  TRS-80  Computer  Catalog! 


'   Radio  Shack,  Dept.  81 -A-88, 
i   1300  One  Tandy  Center 

n  Send  Me  a  Catalog 

1   Fort  Worth,  Texas  76102 

□  Have  Someone  Call  Me 

1  Name 

1  Address 

'  City 

stale 

Zip 

Ptione 

J 
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FORSALE:%000 
ACRES  IN  NEIGHitORHOOD 
OF  WHITE  HOUSE. 

When  y(;u  ch(K)se  to  locate  your  company  in  Fairfax  County.Virginia, 
you  can  select  a  site  from  over  8,000  aa'es  just  30  minutes  from  Capitol 
Hill.  That  kind  of  access  is  what  brought  over 
1,500  major  corporations  and  associations  here, 
including  Honeywell,  Mobil  Oil  and  TRW.  And 
not  only  will  your  move  to  Fairfax  Gjunty  put 
you  in  close  proximity  to  the  legislative  and 
regulatory  bodies  of  government,  it'll  also 
remove  you  from  many  big- city  problems. 

Of  course,  the  cultural  and  aesthetic 
advantages  of  Fairfax  County  are  another 
story.  That's  not  for  sale,  it's  free. 


Name. 
Title  _ 


Q)mpany_ 
Address  


-  Phone  - 


City. 


.State. 


-Zip. 


Inquire  in  confidence  to:  Mr.  David  Edwards,  Executive  Director,  Fairfax  Oiuntv  Economic  Development 
Authonty,  8330  Old  Gairthouse  Rd.,  Suite  80(),  Tysons  0)mer.  Vienna,  VirRinia     ISO  Phone  ( 703 >  790-0600 

HUREAXCOUNTX  VIRGINIA 


a  ten-year-old  company  with 
over  fifty  years' experience 

An  energy  company  based  in 
Houston  providing  natural  gas 
service  to  more  than  1,175,000 
customers. 

Entex  subsidiaries  are: 

Big  Chief  Drilling  Co.,  Entex 
Petroleum,  Inc.,  Entex  Coal 
Company,  Chieftain  Petro- 
leum, Inc..  Comet  Drilling 
Co.,  University  Savings 
Association,  Allied  Mate- 
rials Corp.,  Datotek,  Inc.. 
and  Autographic  Map- 
ping Corp. 

' '  enIBc 

>  ■-■-■-■-v»-»-»-»  ■  FO.  Box  2628 

>  MZMz.a^aiM^Mz:M^a?M^M?     Houston,  TX  77001 


Readers  Say 
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ing  with  great  interest  the  scries  of 
cles  on  organized  enme.  I  intend  to 
chapter  on  organized  crime  in  my 
book — which  IS  going  to  deal  with 
origins  and  transformations  of  the  m 
and  culture  (and  the  practices)  of  An 
can  business.  I  hope  you  will  find  i 
praiseworthy  as  you  have  found  An 
can  Mytb,  American  /Reality  ■ 
—Jamca  (Oliver  RohtTtson 
Stuns,  Conn 


Honest  review 

Sir:  What  makes  your  wonderful  rev 
of  my  new  book,  Decade  of  Champ, 
(I'act  and  Comment.  Dec  8.  19H())  im 
tant  to  me  is  that  you  are  known  for  v 
honest  and  frank  opinions. 
— Richard  Stone  Reeves 
O/du  ick.  a;/ 


Great  debate 

Sir:  Re  colleges  that  teach  (fad  c 
Comment.  Sept  1.  1980).  Perhaps  we 
the  only  college  that  doesn't  stress  tea 
ing,  but  rather  learning. 

Our  Great  Issues  Program  calls  for 
students  to  take  four  years  of  deb 
Tremendous  amounts  of  library  resea 
must  be  done,-  extensive  background 
pers  must  be  prepared;  vigorous  debt 
must  be  undertaken;  and  the  class  mi 
hers  must  learn  to  be  good  listeners, 
rarest  of  all  skills. 

In  one  year,  Hbrary  use  tripled,  oral 
written  communication  skills  were  rr 
tered  by  a  large  number  of  students, 
had  one  of  the  largest  pools  of  freshn 
applicants  we  have  had  in  several  ye; 
and  our  faculty  received  the  largest  sal 
increase  given  in  the  college's  history 
— Gus  Inrhei  ille 
President. 

William  Fenn  Collei^e 
Oskaloosa,  Iowa 


Wait  a  second 

Sir:  Apparently  a  billion  is  bigger  out 
Oklahoma  judging  from  Congressn' 
Steed's  calculation  that  1  billion  secoi 
equals  33  years  (Readers  Say,  .Vor. 
1980).  My  calculator  indicates  that  1 
lion  seconds  is  equal  to  only  31  yea 
251  days,  7  hours,  46  minutes  and 
seconds  (adjusting  for  leap  years).  A  rr 
lion  seconds  does  round  out  to  12  dt 
from  its  more  precise  total  of  1 1  days 
hours,  46  minutes  and  40  seconds. 
—John  Smith 
Cleveland.  Ohio 
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Cruise-Liner®. . .  the  lightest  cabover  truck 
on  the  road  today. 

These  days  it  almost  takes  a  miracle  to  make  high- 
way hauling  productive.  Well,  Mack  has  built  that 
miracle  and  the  name  is  Cruise-Liner.  Powered  by 
the  first  high-torque-rise  engines  in  the  industry, 
the  Maxidyne®  series,  complemented  by  the  ex- 
clusive Maxitorque®  transmission,  Cruise-Liner 
is  the  lightest  COE  around.  That  means  more  pay- 
load  per  trip,  and  the  opportunity  for  more  revenue 
in  your  pocket.  Best  of  all,  Cruise-Liner's  got  the 
muscle  to  get  the  job  done,  and  the  sleek  design 
and  brawny  good  looks  that  do  the  job  with  style. 
And  like  all  Mack  trucks,  Cruise-Liner  is  builtto  last. 
There  are  a  lot  of  trucks  on  the  road  today,  but  only 
the  leader  builds  the  lightweight  COE  champion  — 
the  Mack  Cruise-Liner. 

Mack  Trucks,  inc.  One  of  The  Signal  Companies 


1979  Mack  Trucks,  Inc. 


We  proudly  present  the  sound  of  great  literature. 


Listen  to  the  fanciful  adventures  of  Peter  Pan, 
the  bravado  of  the  Cowardly  Lion,  and  the 
terrifying  jealousy  of  Othello,  spoken  by  some 
of  the  world "s  most  distinguished  actors  and 
actresses.  Enjoy  the  poetry  of  Dylan  Thomas, 
Robert  Frost,  and  Edna  St.  Vincent  Millay,  read 
by  the  poets  themselves  as  a  permanent  part 
of  our  literary  heritage. 

Caedmon  has  been  recording  the  words  of 
great  literature  for  more  than  25  years.  The 
pictures  they  create  are  left  to  the  listeners' 


imaginations.  Over  1200  recordings  have  been 
produced  that  include  the  hallmarks  of  classic 
and  modern  poetry,  drama,  prose,  and  childrei 
literature. 

Today,  Caedmon  is  the  world's  foremost 
producer  of  spoken-word  records,  and  just  ont 
part  of  Raytheon's  involvement  in  the  arts  and 
education. 

D.C.  Heath,  a  growing  Raytheon  compan; 
has  been  publishing  textbooks  for  students  froi 
kindergarten  through  college  for  nearly  a 


sntury.  Today,  Heath  is  the  leading  publisher  of 
ementary  mathematics  textbooks  that  stress 
ick-to-basics  math  skills.  Heath  s  college  text- 
)oks  for  political  science,  history,  modem 
nguages,  and  other  liberal  arts  are  widely  used 
I  colleges  and  universities  across  America.  For 
rofessionals  and  scholars,  Heath  s  Lexington 
ooks  imprint  has  provided  well  over  1,000 
joks  in  a  wide  range  of  specialized  fields. 
I    Raytheon ...  a  S4.9  billion  company  in 
.ectronics,  aviation,  appliances,  energy, 


construction,  and  publishing.  For  copies  of  our 
latest  financial  reports,  please  write  Raytheon 
Company,  Public  Relations,  141  Spring  Street, 
Lexington,  Massachusetts  02173. 


IS  the  best  revenue. 


Hit  even' 

'St( 

fc'stc 
iverytt 


^Band  B.Abie 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


SOONER  OR  LATER  THEY  ALL  DISCOVER  WHERE  IT'S  AT 


INo  matter  what  burning  depth  of  Leftist  or  Rightist  convic- 
In  new  leaders  bring  to  their  countries'  rule,  they  discover 
jat  having  all  businesses,  all  industries  owned  by  the  govern- 

;nt  eventually  brings  on  a  fatal  economic  malaise, 
[who's  to  care  if  a  machine  breaks  down,  if  productivity 
tckens,  if  there  are  shortages  of  required  parts? 
[who's  to  care  if  the  customer  isn't  happy? 

"Everything  belongs  to  everybody,"  i.e.,  nothing  really  be- 
hgs  to  anybody. 

[Remove  the  incentive  of  being  able  to  make  a  buck  by 


building  a  better  mousetrap  and  you  insure  that  ultimately 
there'll  be  fewer  mousetraps  and  none  of  them  will  include  the 
latest  microtechnology. 

Just  five  months  ago  Peru's  new  president  announced  a 
program  to  reattract  private  capital,  resurrect  private  enter- 
prise. Almost  every  new  African  nation  that  has  a  government 
that  govems  has  discovered  confiscation  magically  produces 
less  of  everything.  For  an  economy  to  work,  the  system  has  to 
motivate  and  reward.  It's  called  capitalism  in  the  West,  and  by 
any  other  name  that's  what  it  is  in  the  rest  of  the  world,  too. 


VIRTUALLY  ALL  WHO  SAY  THEY  DON'T  OWN  COMMON  STOCKS 

actual  fact,  of  course,  have  an  appreciable  amount  of  their  ance  as  well  as  most  other  funds  salted  away  in  forms  that  are 

luity  in  such  shares.  not  labeled  common  stocks.  It  would  be  all  to  the  good  if  all 

|As  much  as  half  or  more  of  the  funds  that  pay  their  pensions  who  don't  realize  that  they  have  a  huge  equity  in  common 

in  common  stocks;  so  too  a  percentage  of  their  life  insur-  stocks  were  aware  of  the  fact  that  they  most  certainly  do. 

FIVE  THINGS  THAT  ARE  GOING  TO  HAPPEN 


And  when  they  do,  we'll  wonder  why  such  obviously  inevi- 
ble  happenings  should  have  taken  so  long  to  come  to  pass, 
le  Five  won't  occur  in  this  new  year,  though  they  should, 
oner  would  be  far  better  than  later,  but  it's  later  they'll  be. 

Dow  Jones  at  1500-2000 
That's  a  big  deal?  A  phenomenal  rise?  Shares  of  ownership 

our  country's  real  wealth — the  companies  that  transform 
r  resources,  that  provide  us  and  the  world  with  extraordi- 
ry  technology,  services,  knowhow,  our  every  yardstick  of 
;hes — are  the  only  things  that  have  undergone  deflation.  In 
65  dollars,  a  Dow  Jones  at  1000  today  would  actually  be  at 
2.  Put  another  way,  in  current  dollars,  the  Dow  now  would 
ve  to  be  at  2687  to  be  the  equivalent  of  a  1965  Dovv  Jones 

1000. 

$2.50-a-gallon  gas 
That  is  if  we're  lucky  and  act  soon.  Delay,  linger  and  wait 
d  $3.50  is  more  likely.  In  most  countries  throughout  the 
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world  gasoline  costs  more  than  $2.50  a  gallon.  In  France  it's 
$2.94,  Germany  $2.53,  Japan  $3.15,  Switzerland  $2.62,  Italy 
$3.38.  The  only  feasible  way  for  President  Reagan  to  have 
sufficient  revenue  to  meet  increased  defense  needs  and  to  have 
a  chance  of  coming  closer  than  Carter  did  to  a  balanced  budget 
is  a  dollar-a-gallon  tax.  As  a  result  of  the  price  impact,  we'd 
import  billions  less,  be  able  to  provide  for  both  incentive  tax 
cuts  and  the  additional  military  muscle  we  must  have.  No 
single  step  could  accomplish  so  many  essential  things  as  the 
buck-a-gallon  gas  tax.  And,  rightly  too,  the  Administration  and 
Congress  can  wrap  the  flag  around  this  tough-to-enact  bill. 
Coal  will  boom 
It  is  the  quickest — though  not  the  cleanest  and  safest — way 
we  can  free  ourselves  of  slavering  slavery  to  OPEC.  Imagine, 
with  an  almost  unmeasurable  abundance  of  this  primal  source 
of  heat,  energy,  fuel,  chemicals  et  al,  we're  still  fiddle-diddling 
about  getting  it  out,  getting  it  to  work.  And  what  a  way — along 
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with  our  wheat— to  bring  into  balance  our  needless,  inflation- 
arily  huge  world-trade  imbalance. 

Nuclear  energy 

Clean,  sure  and  ultimately  indispensable.  The  problem  of 
smothering,  overlapping  and  contradictory  federal,  state  and 
local  regulations  is  one  principal  difficulty.  Another,  of  course, 
IS  a  public  who — even  before  the  Three  Mile  Island  episode — 
tends  to  think  of  a  nuclear  energy  plant  as  the  equivalent  of  a 
nuclear  bomb  just  waiting  to  go  off.  We've  handed  over  our 
technical  leadership  to  France  and  Germany  and  Ja-pan  and 
God  knows  who  else. 

But  perhaps  even  bigger  villains  of  the  piece  are  the 
corjiorations  that  build  these  plants  (used  to  build  them,  is 
probablv  a  truer  way  to  say  it)  and  the  utilities  that  use  them 
or  would  and  should  and  eventually  will.  It's  beyond  compre- 
hension or  excuse  that  they  haven't  the  most  thorough,  fail- 
proof,  fool-proof  instructions,  courses,  training,  diagrams, 
buttons,  levers  or  what  have  you  to  absolutely  insure  safe 
operation  against  any  conceivable  accident  except  a  Russian 
nuclear  first  strike. 

Isn't  it  inconceivable  that,  even  after  a  Three  Mile  accident 
that  should  never  have  happened  and  that  was  preceded  by  a 
similar  but  sooner  caught  accident,  there  should  be  operators 
at  Con  Edison's  Indian  Point  plant  who  could  conclude  that 
warning  lights,  doing  what  they  were  supposed  to  do,  were 
merely  suffering  from  some  sort  of  "short"? 
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There's  absolutely  nothing  undoable  about  running  a 
nuclear  plant.  That  there  are  not  supertrained  checker-up 
tripping  over  each  other  checking  out  those  operating 
plants  is  as  much  the  fault  of  nuclear-plant  makers  and  o^ 
tors  as  it  is  the  fault  of  the  Feds. 

Nuclear  plants,  in  properly  trained  and  supervised  hands 
as  safe  as  skyscraper  elevators. 

And  as  essential  in  our  future. 

Reinstitution  of  the  draft 

Of  course,  it  has  to  come.  Perhaps  only  one  in  a  hundrt 
every  registered  (with  no  exceptions  for  any  but  overwhelti 
physical  and  mental  incapacities)  18-year-old  might  1 
his/her  number  drawn  and  have  to  serve  a  year.  And 
existence  of  that  possibility  at  age  18  will  again  result  ii 
more,  and  far  more  qualified,  voluntary  enlistments.  Sha 
upped  pay  for  the  highly  skilled  technical  ranks — additior 
lured  by  a  lucrative  20-year  retirement  plan — will  largely  in 
essential  reenlistments. 

Nearly  a  third  of  our  army  is  now  black  because  of 
relatively  greater  opportunity  it  offers  many.  But  it's  not  fa. 
have  blacks  do  a  far  higher  percentage  of  bleeding  in  a  war  t  '^"^^ 
the  proportion  of  the  population  they  represent.  Nor  is 
sound  way  to  build  an  army  in  the  world's  greatest  democr; 

*    *  * 

As  observed  at  the  outset,  these  five  things  will  come  to  p; 
"When"  is  a  bit  harder  to  predict  with  the  same  certaini 


TWO  HEADS  WHO  ARE  WAY  BETTER  THAN  MANY 


One  can  certainly  say  that  most  corpo- 
rate chieftains  are  up  to  their  job.  But  a 
few  can  be  accurately  described  as  out- 
standingly able.  Within  a  couple  of  days  of 
each  other,  two  CEOs  lunched  here.  Both 
men  came  across  with  such  impact  that  I 
was  sorely  tempted  to  run  out  and  buy 
shares  in  their  companies  even  before  des- 
sert— and  I  love  dessert. 
Dublin-born  Tony  O'Reilly  has  to  be  the  best  thing  that's 
happened  to  Heinz  since  the  original  H.J.  got  mto  pickles 
(Forbes,  Dec.  8).  He  noted  that  "a  balanced  Irishman  is  one  who 
has  chips  on  both  his  shoulders."  But  this  independently 
wealthy,  sparkling  young  (44)  dynamo  is  not  only  putting  Heinz' 
blue  chips  on  marketing  more  profitably  what  it  does,  he  is  also 
betting  on  getting  Heinz  into  doing  more  than  it's  been  doing. 


O'Reilly 


With  O'Reilly  on  the  bridge,  the  signal  to 
the  engine  room  is  'Tull  ahead" — carefully. 

Too  often  those  who  know  too  much 
about  too  much  of  the  giant  corporations 
they  head  lose  the  long  view.  Grappling 
with  problems  that  should  be  delegated, 
they  don't  concentrate  on  charting  their 
companies'  course  and  seeing  to  it  that 
they  get  to  where  they  should  be  going.  If 
only  all  our  major  oil  companies  had  the  hands-on  wisdom 
vision  of  once-troubled  Texaco's  new  CEO,  John  McKinley 
could  know  that  our  energy  priorities  would  be  in  proper  or 
that  sensible  solutions  to  additional  and  supplemental  ene 
sources  would  be  pursued,  with  feasible  rather  than  ren 
target  dates.  This  man,  long  on  the  road  to  the  top,  will  h 
Texaco  back  up  there  soon,  too.  I'd  buy  shares  on  it. 
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PROBABLY  MORE  TRUTH  THAN  BUREAUCRATIC  INEFFICIENCY 


TU'.eM'.  SMPLE  22MSF 
UNDER  SEC  OF  S'ATE  OF 
ECONOMIC  AFFAIRS 
STATE  DEPT 

MASillNCTflhl     DC  20520 

UNDELIVERABLE  2d,  3d,  4th  OR 
CONTROLLED  CIRCULATION  MATTEP 

□  Moved  Lef  I  no  address 

□  No  such  number 
Q  No  such  street 


^^Unknown 
□  Refused 
O  Unclaimed 


from  the  Postal  Service.  The  oth- 
er day  these  Forbes  Magazine 
delivery  labels  were  returned  to 
us  marked  as  indicated. 

It's  my  guess  that,  beginning 
Jan.  20,  even  the  Postal  Service 
may  know  where  these  rather 
consequential  offices  are  and 
who's  occupying  them. 


T2I512eo  SAMPLE  22NSF 
THE  CHIEF  OF  PROTOCOL 
THE  S'ATE  DEPARTHENT 
WASllNfTON     DC  20920 

UNDELIVERABLE  2d,  3d,  4th  OR 
CONTROLLED  CIRCULATION  MATTER 

□  Moved-Lefl  no  address  ^  Unknown 

□  No  such  number  □  Refused 

□  No  such  street  □  Unclaimed 
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ADVERTISING:  TWO  BUSINESS  SCENES 

one  of  which  makes  monkeys  of 
the  businessman,  the  maiden 
and  advertising.  As  one  Forbes 
reader  wrote,  "Can  this  sort  of 
thmg  really  sell  underwear? 
Lmed  up  with  the  pork  bellies, 
hogs  and  cattle?" 

Using  the  light  touch  unpre- 
tentiously, this  Bodme  machine 
ad  is  completely  effective.  Both 
cartoon  and  caption  get  you 
right  into  the  straightforward, 
sensible  sell. 


/  hr  :m  st'fontis  it  laki'\  Ui  mill 
this  ml  rmitll  sitvr  )ini  Itiiiiilri'its 
iif  fhiiliMlllits  iif  iliiUiirs  I'vvry  yriil 


"HOW  DO  YOU  SURVIVE  WITH  AN  INFLATION  RATE  THAT  IS  OVER  100%?  " 


ed  TV  anchorman  Ted  Koppel  of  Israeli  Prime  Minister  How  real  miracles  are,  if  they  are  or  ever  were,  or  how  long 

uscollin  at  a  small  press  luncheon  that  ABC's  Leonard  Goldenson  they  might  last,  will  continue  to  be  the  subject  of  heated — if 

ted  during  Menachem  Begm's  recent  U.S.  visit.  not  always  illuminating — discussion  among  the  philosophers, 

[is  answer  brought  down  the  house — "By  a  miracle."  And,  now,  the  economists. 


irOUR  DEGREE  OF  DETERMINATION 

determines  your  outcome. 


WHY  IS  IT  THAT 

those  who  don't  have  it,  show  it? 


eitain  i 


By  M.S.  Forbes  Jr. 


We  are  now  in  the  midst  of  a  seri- 
lous  credit  market  crisis,  and  how  we 
emerge  will  depend  on  what  actions 
Ronald  Reagan  takes  when  he  is 
1  sworn  into  office. 

The  debt  markets  are  virtually 
[shut  off  to  everyone  but  the  federal 
government.  Companies  have  never 
[been  so  top-heavy  with  short-term 
debt.  In  a  few  weeks,  the  nation's 
savings  banks  will  be  reeling  from  a 
cash  squeeze.  They  are  paying  dou- 
ble-digit rates  to  fund  mortgages 
yielding  9%.  Life  insurance  compa- 
nies will  be  coming  under  increas- 
ing pressure.  They  are  obliged  to 
lend  holders  the  cash  value  of  their 
policies  at  5%-to-8%,  and  they  will 
be  paying  20%  to  get  funds  to  do  it. 

The  Federal  Reserve  has  to  ease  up 
because  it's  threatening  much  of  the 
financial  system,  but,  unless  changes 
are  made,  the  respite  will  be  brief — 
briefer  than  it  was  after  the  credit 
crisis  of  early  last  year. 

The  President-elect  should  heed  the 
recommendations  of  his  designated 
budget  chief,  David  Stockman,  and 
Representative  Jack  Kemp  and  come 
into  office  with  a  passel  of  FDR- 100- 
day  type  emergency  programs.  In  this 
serious  period,  the  new  President  will 


REAGAN'S  OPPORTUNITY 

be  able  to  accomplish  much  that 
would  be  regarded  as  politically  im- 
possible in  more  normal  times. 

The  budget.  It's  out  of  control.  The 
deficit  is  running  at  an  annual  rate  of 
$100  billion,  twice  what  it  is  supposed 
to  be.  Off-budget  federal  agencies  will 
be  borrowing  an  additional  $25  billion 
to  $30  bilhon. 

Reagan  will  not  only  have  a  unique 
opportunity  to  cut  expenditures 
through  hiring  freezes  and  the  like, 
but  also  to  rescind  a  slew  of  so-called 
"entitlement"  or  "obligational"  pro- 
grams, the  kind  that  start  out  with  an 
appropriation  of,  say,  $200  million 
and  then  mushroom  "automatically" 
to  several  billion  dollars  a  few  years 
later.  If  Carter  had  not  expanded  ex- 
isting programs  or  added  new  ones 
during  his  term  of  office,  the  deficit 
would  be  a  fraction  of  what  it  is  now. 
In  David  Stockman,  the  President- 
elect has  a  man  whose  detailed 
knowledge  of  federal  finances  is  virtu- 
ally unmatched  in  Washington  today. 

Reagan  can  also  begin  getting  con- 
trol over  those  runaway  federal  loan 
guarantees,  which  have  ballooned 
from  $35  billion  a  year  when  Jimmy 
Carter  was  elected  to  over  $100  bil- 
lion now.  A  dramatic  start  would  be 
to  cut  off  additional  credit  to  ailing 
Chrysler. 


Taxes.  We're  at  the  point  of  di- 
minishing returns  on  tax  rates.  The 
higher  they  go,  the  bigger  the  defi- 
cit, because  they  slow  economic  ac- 
tivity and  push  more  people  into 
the  burgeoning  cash  economy.  A 
Kemp-Roth  reduction  in  personal  in- 
come taxes  and  a  substantial  liberal- 
ization of  depreciation  codes  along 
the  lines  of  10-5-3  are  essential.  The 
Reagan  Administration  must  plant 
the  seeds  of  economic  growth  now 
and  avoid  the  trap  of  trying  to  bal- 
ance a  budget  by  raising  tax  rates 
that  are  already  counterproductive. 
An  expanding  economy  is  the  most 
effective  cure  for  red-inked  budgets. 

The  Federal  Reserve.  The  Admin- 
istration must  come  to  an  agreement 
with  the  Fed  to  have  this  agency  take 
a  more  market-oriented  approach  in 
its  buying  and  selling  of  government 
securities.  Over  the  years  the  Fed  has 
unwittingly  become  a  major  destabi- 
lizer  of  the  economy  (see  this  column, 
Dec.  22,  1980). 

The  new  President  should  also  im- 
mediately whack  away  at  unproduc- 
tive rules  and  regulations,  especially 
in  the  area  of  energy. 

Such  quick,  substantive  moves  by 
Reagan  will  not  only  revive  the  bond 
markets  but  give  his  presidency  an 
FDR-like  start. 
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Other  Comments 

Often  comments  hy  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind. -MSI- 


Red  Military 
Modus  Operandi 

[From  the  mid-iy60s  on,)  we  contin- 
ued to  think  primarily  in  terms  of  nu- 
clear warfare  in  which  we  could  de- 
stroy the  Soviet  Union  as  well  as  it 
could  us.  The  Soviets,  on  the  other 
hand,  continued  to  build  up  "conven- 
tional" forces,  recognizing  that  there 
might  be  many  situations  where  those 
forces  could  be  decisive.  .  .  .  When  Mr. 
Reagan  takes  office  in  January,  the 
head  of  the  Soviet  navy  will  mark  his 
25th  year  in  that  post.  In  the  same 
period  we've  had  six  Presidents,  ten 
Secretaries  of  Defense  and  a  score  of 
Chiefs  of  Staff,  all  with  different  ideas 
about  our  defense  forces. 

— Vermont  Royster, 
Wflii  Street  fournal 

N.T.  Times  for  Gas  Tax 

Through  a  stiff  tax  on  gasoline  [Reagan 
can]  use  the  resulting  billions  to  cut  the 
taxes  on  savings  and  on  industries  that 
raise  production  without  much  increas- 
ing wages  and  prices. 

— New  York  Times  editorial 

Personality  Pluses? 

During  [General  Douglas  MacArth- 
ur's]  lifetime,  his  admirers  saw  only 
his  victories;  his  critics  saw  only  his 
defeats.  What  neither  appreciated  was 
that  identical  traits  led  to  his  winnings 
and  his  losses.  His  hauteur,  his  willing- 
ness to  defy  his  superiors,  his  fascina- 
tion with  the  political  process,  his  con- 
tempt for  vacillation — these  would  be 


his  undoing  in  the  end.  But  along  the 
way  they  reaped  historic  fruit.  There 
can  be  no  doubt  that  they  made  a 
great  democracy  of  Japan. 

— American  Caesar, 
by  William  Manchester 

Stop  Grabbing  and  Leaping 

The  controlling  factor  in  this  nation's 
operating  philosophy,  and  perhaps  in  all 
of  western  society,  is  a  demand  for  in- 
stant gratification.  Young  people  don't 
seem  to  court  one  another  anymore.  .  .  . 
They  leap  into  bed  on  the  first  date.  In 
the  business  world,  we  see  chief  execu- 
tive officers  earning  huge  bonuses  for 
improving  profits  this  year,  even  though 
those  improvements  may  have  been 
achieved  by  mortgaging  future  growth 
and  profits. 

Let's  slow  down. 

— Lawrence  Martin,  Publisher, 
Texas  Business 

France  to  Nuke  China 

Chinese  energy  specialists  urged  the 
nation  to  build  six  nuclear  plants  of  one 
million  kilowatts  each,  according  to  Pek- 
ing's news  agency.  The  scientists  cited 
mounting  energy  shortages.  China  has 
agreed  to  buy  nuclear  power  equipment 
from  France. 

— Wall  Street  lournal 

The  Feds  Own  the  West 

The  federal  government  owns  more 
than  half  the  land  in  the  West — 700  mil- 
lion acres  that  include  96%  of  Alaska, 
87%  of  Nevada,  66%  of  Utah,  64%  of 


Idaho,  53%  of  Oregon,  48%  of  Wyod 
36%  of  Colorado.  Says  Colorado  Go 
nor  Richard  D.  Lamm:  "We  cannot  | 
trol  our  own  destiny." 

*  *  * 

In  Idaho,  the  Snake  River  Birds  of  ] 
National  Conservation  Area — one  of 
largest  nesting  grounds  for  eagles,  ha 
and  falcons  in  the  U.S. — has  grown  f 
26,000  acres  in  1971  to  539,000  acre 
1977.  Now,  Washington  is  attemptin 
add  another  300,000  acres,  an  expan; 
that  would  idle  some  159,000  acre 
irrigated  cropland. 

—U.S.  News  &)  World  Rei 


Whoever  fails  to  take  adv* 
tage  of  nuclear  energy  a 
demns  himself  to  social  bat 
wardness.  The  future  belon 
to  those  countries  that  pu 
ahead  with  nuclear  energy. 
— German  Chancellor  Helmut  Schi 


From  a  1905  Editorial 

Life  is  shortened  for  the  Anglo-Sa 
by  the  calculations  entailed  by  the  s 
plest  commercial  transaction.  A  cri 
quilt  IS  a  marvel  of  methodical  arrai 
ment  in  comparison  with  the  Engj 
standard  of  weights  and  measures.  E' 
its  opponents  must  admit  that  the  me 
system  is  rational:  Its  universal  adop< 
might  rid  the  Anglo-Saxon  race  of  a  cni 
ing  mental  burden. 

— Pans  Hei 

Un-Willed  Justice 

Supreme  Court  Justice  William 
Douglas'  will  [stated]  that  his  paj 
were  to  go  to  the  Library  of  Congr 
with  copies  made  available  to  Princet 
No  one  was  quite  certain  what  t 
meant,  though  all  agreed  it  involved 
enormous  number  of  documents. 
When  asked  if  he  didn't  find  it  ire 
that  a  noted  jurist  should  leave  an  arr 
guity  in  his  will,  Princeton  Professoi 
Jurisprudence  Walter  Murphy  said,  "I 
at  all.  It's  like  the  shoemaker's  chil 
Chief  Justice  Vinson  left  an  invalid  wi 
— Princeton  Alumni  Wee 

Triplets  vs.  Housework 

A  corny  )oke  that  amused  jSomer 
Maugham  was  about  a  woman  who  I 
triplets.  A  friend  visited  her  in  the  ho; 
tal  and  said  how  wonderful  it  was.  "Yt 
answered  the  mother,  "the  doctor  ti 
me  it  only  happens  once  in  167,(1 
times."  "Goodness,"  said  the  friei 
"how  did  you  ever  find  time  to  do  y< 
housework?" 

— Maugham,  by  Ted  Morj 
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HUNGERTO  COMPETE 


The  exciternent  of  competi- 
turn  can  be  a  motivating  force 
from  youth  through  a  lifetime. 

A  certain  young  businessman 
once  hurried  to  complete  an 
important  deal  with  a  large  oil 
company  before  noon,  since  he 
couldn't  afford  lunch  with 
his  customer. 

Today,  this  entrepreneur 
can  afford  a  more  impressive 
approach.  One  thing  hasn't 
changed,  however,  and  that  is  his 
intense  desire  to  win  the  custom- 
er's business-the  hunger  to 
compete. 


Up  From  Adversity 

This  businessman  has  quaHties  in  common  with  a  host  of  others  all  over 
America  who  have  a  zest  for  the  competitive  endeavor  and  the  will  to  succeed  born 
of  adversity  and  sacrifice.  At  the  end  of  each  day  of  conflict,  the  true  competitor  is 
rewarded  by  a  sense  of  fulfillment  from  meeting  whatever  challenges  have  come. 

What  Makes  An  Entrepreneur 
Harold  Levin,  Chairman  of  a  New  York  based  advertising  agency,  wrote  in 
Management  Review,  "The  successful  entrepreneur. . .  is  willing  to  work  harder. .  .to 
reach  out  beyond  the  predictable. . .  is  not  afraid  to  take  risks."  Money  isn't  the  only 
incentive.  There  is  excitement  in  making  it  happen,  seeing  it  work,  and  leaving 
behind  something  of  value. 

Challenge  to  U.  S.  Management 

Some  larger  corporations  seem  to  have  directors  and  management  who  are  more 
interested  in  short  term  results  than  in  productive  innovation  and  long  range  growth. 
The  productive  competitors  in  such  companies  may  be  stifled  and  eventually  leave  for 
a  more  challenging  environment. 

FOSTI  has  based  its  growth  on  providing  a  total  array  of 
logistical  support  services  to  a  variety  of  energy  related  industries. 
We  believe  in  giving  our  entrepreneurs  all  the  support  they  need- 
to  listen,  to  be  flexible,  and  to  put  up  the  financial  support  to 
make  ideas  work. 

It  is  important  for  all  citizens  to  speak  out  on  issues  and  to 
exchange  ideas  and  information  in  order  to  keep  our  freedom  to 
compete  strong.  For  our  part,  FOSTI  is  using  this  forum  for  a 
continuing  series  of  commentary  advoca-   For  a  free  copy  of  the  articles 
ting  the  preservation  of  America's  free         •'osti  s  Accentuate  the  Positive 

^  series,  write  on  your  business 

competitive  spirit.  letterhead  to  Bud  Hadsell,  President, 


Fuel  Oil  Supply  &  Terminaling,  Inc. 
333  W.  Loop  North,  Suite  303 
Houston,  Texas  77024 


I  FOSTI 

Fuel  Oil  Supply  &  Terminaling.  Inc. 


For  1981,  Mercedes-Benz  offers 
the  high-performance  turbodiesel  buyer 
a  delicious  agony  of  choice. 
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come:  the  industry  has  sine 
responded  with  V-8  diesels 
and  even  other  turbodiesel; 
-but  this  three-liter  Mercec 
Benz  powerplant  outpower 
them  all.  Meanwhile,  it  is  rr 
nearly  silent  than  any  diesellpsn 
Mercedes-Benz  history. 

But  the  final  surprise  ma^ 
the  best.  For  1981,  Mercedes 
Benz  turbodiesel  power  con 
in  sedan  ivid  station  wagon 
form. 

And  the  new  300  SD  and 
300  TD  are  not  only  both  fas|(itc 
than  their  predecessors  up 
55  mph,  but  the  performanclda 


The  most  powerful  automotive  diesel  engine  in  the  world  now  power 
both  the  new  300  SD  Sedan  and  the  300  TD  Station  Wagon. 


Mercedes-Benz  seems  bent 
on  dominating  the  next  auto- 
motive decade  as  it  has  domi- 
nated the  decades  before:  by 
the  sheer  force  of  engineering 
brainpower  and  technical 
finesse. 

The  unique  five-cylinder 
Mercedes-Benz  turbodiesel 
engine  makes  an  eloquent  case 
in  point.  The  engineers'  fore- 
sight made  it  the  world's  first 
production  automotive  turbo- 
diesel by  a  three-year  margin 
(after  the  engineers'  typical 
thoroughness  had  first 
subjected  it  to  five  years  of 


development).  A  prototype 
version  powered  the  C-111/3  re- 
search car  to  an  average  speed 
of  195.39  mph  for  12  hours  in 
1978.  It  was  a  hint  of  things  to 


55 

45 

_c 

e, 

35 

Q 

25 

uu 

tu 

c_ 

en 

15 

iban, 
lerp, 
Jeric 


ma 

lew 
fob 


(sec.)  O       2       4       6       8  10 

Both  300  SD  and  300  TD  hit 
55  mph  in  just  12  seconds. 
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>st  is  accompanied  by  a 
)st  in  mileage— up  to  a  lofty 
iPA  estimated  mpg,  30  esti- 
ted  highway  mpg* 
lie  new  300  SD  Turbodiesel 
Ian  combines  what  may  be 
ultimate  diesel  powerplant 
h  what  may  be  the  ultimate 

automobile.  It  has  just 
erged  from  seven  years 
ievelopment,  dad  in  a  body 
jaerodynamically  pure 
sei^t  its  0.36  drag  coefficient 
eselibarrasses  virtually  every 
rieier  passenger  car  sold  in 
iweiifierica  today. 

i^cj^  exotic  high-strength  steel 
itstips  make  that  body  both 
nter  and  stronger  than  its 
n;,i,:;ged  predecessor. 
I  lit  :liis  300  SD  rips  even  faster 
iv  im  a  standstill  to  55  mph 
n  its  illustrious  forerunner 
lew  torque-converter  auto- 
ir  tic  transmission  makes  it 
I  d  to  even  feel  gear  changes, 
vio  production  sedan  extant 
I  claini  superior  roadhold- 


The  C-111/3  proved  Mercedes-Benz 
Turbodiesel  reliability  and  efficiency 
by  averaging  195.39  mph  — and  14.7 
mpg— for  12  grueling  hours. 

ing.  No  diesel  automobile  ever 
devised  can  rival  the  300  SD's 
comforts.  Item:  the  separate 
fresh  air  and  air  conditioning 
console  for  rear  seat  passengers. 

World's  least  mundane 
station  wagon? 

The  added  thrust  of  turbo- 
charging  makes  the  300  TD 
Station  Wagon  perhaps  the 
most  versatile  Mercedes-Benz 
in  95  years. 

The  300  TD  raises  the  station 
wagon  up  to  Mercedes-Benz 
standards  of  ride  and  comfort 
and  strength -earning  Car  ami 


Driver's  accolade  in  1980   .  .it  is 
not  only  the  best  wagon  we've 
tested,  it  ranks  right  up  there 
as  one  of  the  all-time  best  cars 
in  our  experience." 

For  1981,  added  to  this  heady 
equation  is  the  character  of  a 
performance  machine.  A  su- 
premely liveable  five-door  per- 
formance machine  with  73.85 
cubic  feet  of  cargo  capacity. 

A  happy  dilemma 

The  300  SD  Turbodiesel  Sedan, 
or  the  300  TD  Turbodiesel  Station 
Wagon?  There  has  seldom  been 
a  more  agonizing  choice. 

Or  a  more  deUdous  one. 

*EPA  estimate  for  comparison  purposes. 
The  mileage  you  get  may  vary  with  trip 
length,  speed  and  weather  Actual  high- 
way mileage  will  probably  be  less. 


Engineered  like  no  other 
car  in  the  world 

C  1981  Mercedes-Ben^  N  A,,  Inc  ,  MonUjIe,  N  , 


Tlw  American  Worker. 


She  weaves  the  doth  oj  dresses  and  dreams. 

For  almost  100  years  now,  we've  been  insuring 
America's  most  valuable  resource:  herworkers.  And 
duringall  that  time,  one  very  basic  principle  hasn't 
changed:  The  less  chance  a  xaorker  has  of  being  injured 
on  the  job,  the  lessyou  shouldpay  to  insure  the  worker. 

Sounds  reasonable  enough,  doesn't  it?  But  some 
employers  stillpay  too  much  for  theirWorkers'  Com- 
pensation insurance.  Often  the  reason  is  simply  that 
the  insurer  lacks  the  flexibility  to  fashion  a  Comppro- 
gram  that  answers  ei^ery  employer  requirement ,  in- 
cluding Loss  Control. 

VJe'dbe  happy  to  look  over  your  current  Workers' 
Compensation  program  with  you.  Perhaps  we  can 
save  you  money. 

It'sone  more  way  we  have  to  cut  the  cost  of  busi- 
ness insurance .  There  are  many  others.  Callorwrite 
us  and  we'll  share  them  with  you. 


JS^merican 
Mutual 

INSURANCE  COMPANIES.  WAKEFIELD.  MASS.  0 1  880 

Helping  America  make  intelligent  insurance  decisions  since  1887. 


you  think  you  can  cure  an  alcoholic  by  giving  him  more  to  drink, 
m  you  re  ready  to  cure  inflation  by  tying  wages  and  prices  to  it. 


Inflation  indexing^ 
a  hair  of  the  dog 


IT  C.  Fields  wasn't  an  economist, 
■  •but  he  still  knew  how  to  hide  from 
ility.  Instead  of  a  PhilUps  Curve,  the 
e,  great  comedian  used  a  gin  bottle. 
C.  was  an  alcoholic,  and  he  knew  a 
ngover  lurked  after  every  binge.  Go 
id  turkey  and  take  his  lumps?  Never. 
C.  would  simply  take  another  drink, 
'he  only  antidote  is  alcohol,"  he  would 
/,  not  really  joking. 

Old  W.C.  would  have  felt  right  at 
me  in  today's  debate  over  whether  to 
dex  the  economy  for  inflation.  Feel  an- 
aer  jolt  of  15%  price  increases  coming 
?  Don't  ask  people  to  suffer.  Just  try  to 
ake  it  palatable.  Cheers! 
W.C.'s  "hair  of  the  dog"  method  did  a 
od  job  of  keeping  hangovers  at  bay. 
ifortunately,  it  didn't  do  much  to  keep 
m  from  painfully  dying  of  alcoholism, 
s  treated  the  symptoms,  but  did  noth- 
g  about  the  disease. 

Given  a  chance,   massive  indexing 
!  uld  do  for  our  economy  what  the  hair 
the  dog  did  for  W.C.  On  the  surface,  it 
lesn't  look  like  that.  Indexing  sounds 
ce  the  most  plausible  thing  in  the 
iorld.  It  means  tying  wages,  pensions, 
!come-tax  brackets  or  whatever  to  an 
t  flation  measure  like  the  Consumer 
ice  Index,  then  letting  them  rise  along 
ith  the  index.  That  way,  inflation  is 
:  ;alt  with  without  pain  or  fuss.  Millions 
workers  have  their  wages  tied  direct- 
to  the  Consumer  Price  Index.  All 
)cial  Security  benefits,  federal  work- 
s' salaries,  and  federal  pensions  are 
;d  to  It,  as  are  eligibility  levels  for 
ich  federal  programs  as  food  stamps, 
lalifornia  and  Wisconsin  have  tied  their 
ate  income-tax  brackets  to  the  CPI, 
id  many  of  President-elect  Ronald  Rea- 
m's advisers  want  to  do  the  same  with 
le  federal  income  tax. 
I  What's  wrong  with  that?  For  starters, 
1  assumes  that  there's  a  simple,  accurate 
ay  for  us  to  measure  inflation.  There 
x\' iif.ee p  41). 

The  biggest  problem  with  inflation  in- 
-Xing,  though,  is  the  same  as  with  W.C. 


By  Allan  Sloan 
with  Christine  Miles 

Fields'  hangover  cure.  The  more  index- 
ing an  economy  has,  the  more  inflation 
will  become  built-in.  The  more  inflation 
becomes  accepted,  the  harder  it  will  be 
to  drive  it  out — or  even  to  try. 

Let's  consider,  for  a  moment,  the  no- 
tion of  indexing  income  taxes,  an  idea 
that  got  serious  consideration  at  last 
year's  Republican  convention,  and  that 
is  supported  by  some  of  President-elect 
Reagan's  advisers.  As  things  stand  now, 
if  you  get  a  raise  to  offset  inflation,  the 
increase  knocks  you  into  a  higher  tax 
bracket.  The  result  is  that  your  take- 
home  pay  rises  at  a  much  lower  rate  than 
your  salary.  Indexing  would  widen  the 
brackets.  If  inflation  went  up  10%,  the 
37%  bracket,  which  now  covers  taxable 
income  from  $29,900  to  $35,200  on  a 
joint  return,  wouldn't  be  reached  until 
taxable  income  was  $32,890  and  the  next 
bracket,  43%,  wouldn't  begin  until 
$38,720. 

Look  at  what  life  would  be  like  for  a 
federal  bureaucrat  if  federal  tax  were  in- 
dexed to  the  Consumer  Price  Index.  His 
salary  is  already  tied  to  the  CPI.  Every 
time  the  index  rose,  his  salary  would 
rise,  and  his  relative  tax  burden  would 


stay  the  same.  What  would  that  do  to  his 
eagerness  to  control  inflation?  What 
would  it  do  toyour  eagerness?  You  might 
even  be  out  there  rooting  for  the  CPI  to 
keep  on  going  up,  because,  if  you  own  a 
house  and  don't  intend  to  move,  your 
costs  are  probably  rising  more  slowly 
than  the  index  is. 

Announcing  that  the  federal  govern- 
ment will  let  tax  brackets  rise  with  infla- 


tion is  like  launching  an  advertising 
campaign  to  tell  people  the  government 
doesn't  expect  inflation  to  go  away.  Infla- 
tionary expectations  are  already  bad 
enough.  In  the  past  few  years,  according 
to  economist-psychologist  George  Ka- 
tona  of  the  University  of  Michigan, 
Americans  for  the  first  time  have  been 
buying  in  anticipation  of  inflation.  In  the 
earlier  days  of  inflation,  their  reaction 
was  much  healthier.  A  jump  in  the  infla- 
tion rate  would  cause  consumers  to  stop 
spending.  Sensibly,  they  worried  about 
the  future;  they  still  prized  Uncle  Sam's 
green  paper.  But  no  more. 

Assuming  that  inflation  is  a  way  of 
life,  formerly  prudent  people  are  throw- 
ing away  their  budgets  and  spending  ev- 
ery dime  that  Visa,  American  Express 
and  their  various  moneylenders  will  let 
them.  If  the  government  tacitly  admits  it 
has  given  up  on  controlling  inflation,  do 
you  think  things  would  get  any  better? 

In  addition  to  hiding  but  not  curing 
inflation  and  helping  make  it  socially 
acceptable,  indexing  has  another  bad  ef- 
fect. As  we  can  see  in  Israel  and  Brazil, 
where  hyperinflation  reigns,  indexing  it- 
self can  become  an  inflationary  pressure. 

Consider  how  indexing  and  inflation 
can  feed  on  each  other:  Last  October's 
9.1%  pay  raise  for  the  3.8  million  salary- 
indexed  federal  bureaucrats  will  knock 
up  the  1980-81  gross  national  product 
deflator,  a  commonly  used  measure  of 
inflation,  by  about  a  quarter  of  one  per- 
cent. If  you  use  the  deflator  to  index 
Social  Security  payments,  as  some  peo- 
ple are  proposing,  the  federal  pay  raise 
would,  by  itself,  raise  the  1981  Social 
Security  tab  about  a  quarter  of  a  billion 
dollars,  creating  more  inflationary  pres- 
sures in  the  economy. 

When  automakers  or  steelmakers  raise 
prices  to  cover  wage  increases  for  their 
indexed  workers,  the  higher  costs  of  cars 
and  steel  wprk  their  way  into  the  Con- 
sumer Price  Index,  helping  boost  the 
next  year's  wage  costs  for  carworkers, 
steelworkers  and  everybody  else. 


JRBES,  JANUARY  5,  1981 


37 


So,  you  see,  indexing  is  tricky  stuff. 
You  don't  just  install  an  index  and  walk 
away.  In  a  big,  complex  economy  such  as 
ours,  things  interact,  and  you  have  to 
take  that  into  account.  Federal  bureau- 
crats or  steelworkers  or  autoworkers  by 
themselves  don't  make  much  difference. 
But  if  everyone  gets  indexed,  what  we 
have  is  an  endless  game  of  hot  potato. 
I'm  all  right.  Jack.  The  worse  inflation 
gets,  the  more  you  index,  then  the  more 
you  have  to  index  the  next  time  around. 
Your  head's  throbbing,  you  say?  Order  up 
another  round! 

This  all  sounds  theoretical.  It  isn't. 
While  the  debate  in  Washington  goes  on, 
America  is  becoming  indexed. 

•  Most  suppliers  of  commodities  like 
coal  or  iron  ore  link  long-term  contract 
prices  to  commodity  indexes. 

•  Suppliers  of  such  big,  long-lead-time 
capital  projects  as  power  plants  or  air- 
planes have  indexing  clauses.  Even  Del- 
ta, which  recently  placed  the  largest 
plane  order  in  history,  had  to  accept  es- 
calator clauses  from  Boeing. 

•  Baseball  superstar  Dave  Winfield  re- 
cently signed  with  the  New  York  Yan- 
kees for  $1.5  million  a  year — plus  a  cost 
of  living  adjustment. 

•  General  Motors  agreed  last  year 
partly  to  index  pensions  of  retired  Unit- 
ed Auto  Workers.  Can  other  indexed 
pensions  be  far  behind? 

Many  businessmen,  perhaps  most, 
have  taken  to  indexing  their  own 
prices  in  an  anticipatory  fashion.  They 
know  that  their  costs  will  go  up  a  certain 
amount  next  year,  partly  because  of  in- 
dexing, so  they  raise  their  prices  in  an- 
ticipation. You  might  not  call  this  index- 
ing, but  it  is. 

There  is  more  indexing  built  into  the 
economy  than  most  people  think. 

Take  Jeanne  Morda,  a  Southfield, 
Mich,  travel  agent.  Her  $40  December 
electric  bill  from  Detroit  Edison  included 
about  $1  for  Edison's  inflation-indexing 
order.  The  clause,  adopted  by  the  Michi- 
gan Public  Service  Commission  in  1978, 
lets  the  company  partly  tie  its  rates  to 
the  CPI.  Edison  collects  $52  million  a 
year  under  that  clause,  and  is  applying  for 
$39  million  more.  "I  was  not  aware  of 
that,"  Morda  says.  "That's  what  infla- 
tion does  for  you;  it  makes  you  less 
aware  of  what  is  happening." 

Or  take  Jim  Sullivan,  manager  of  the 
$3  billion  bond  portfolio  of  American 
General  Corp.  of  Houston.  In  November 
he  bought  $90  million  of  adjustable-rate 
preferred  stock  for  American  General's 
account — $50  million  from  Chemical 
New  York  Corp.  and  $40  million  from 
Citicorp.  Adjustable-rate  preferred  stock 
sounds  like  a  contradiction  in  terms,  but 
Sullivan  won't  take  any  other  kind. 

To  take  a  straight-rate  preferred  these 
days,  he  says,  "You  might  as  well  go  to  a 
chapel  to  pray."  The  rate,  pegged  to  Trea- 
sury bills,   is  adjustable  every  three 


What  we  have  is  an  end- 
less game  of  hot  potato. 
I'm  all  right,  Jack.  The 
worse  inflation  gets,  the 
more  you  index,  then  the 
more  you  have  to  index 
the  next  time  around. 
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Maybe  imports  are  what 
happens  when  Big  Busi 
ness  and  Big  Labor  get 
fat  and  happy  and  de- 
cide to  deal  with  infla- 
tion by  passing  it  on  to 
the  customer. 


years — Sullivan's  method  of  indexing 
American  General's  money. 

Just  as  Morda's  Detroit  Edison  bill  is 
typical  of  indexing  that  creeps  up  on 
people,  Sullivan's  adjustable-rate  pre- 
ferred is  typical  of  the  way  the  nation's 
financial  markets  have  indexed  them- 
selves. Since  last  year's  disastrous  rise  in 
interest  rates,  most  long-term  leSidential 
mortgage  lenders  and  insurance  compa- 
nies have  been  trying  to  avoid  making 
long-term,  fixed-rate  loans.  Floating-rate 
bonds  are  starting  to  appear.  Commer- 
cial banks  have  pretty  much  been  out  of 
the  long-term,  fixed-rate  market  for 
years,  ever  since  they  discovered  the  joys 
of  raising  money  through  unlimited-rate 
"jumbo"  certificates  of  deposit  of 
$100,000  and  up,  and  lending  the  money 
out  at  a  rate  pegged  to  prime. 

And  what  are  money  market  funds,  if 
not  the  little  man's  method  of  getting  an 
indexed  return  on  his  money?  Instead  of 
sticking  cash  into  bonds  or  stock  or  sav- 
ings accounts,  where  it  can  be  locked  in 
and  eroded  by  inflation,  millions  of  peo- 
ple have  opted  for  money  market  funds. 

There's  now  about  $60  billion  of  per- 
sonal (as  opposed  to  corporate  or  institu- 
tional) money  in  those  funds.  It's  the 
only  way  to  have  the  convenience  of 
daily  withdrawal  plus  interest  rates  that 
about  equal  the  Consumer  Price  Index. 

This  de  facto  indexation  is  hard  to 
measure,  let  alone  evaluate.  But  what 
about  your  basic,  straightforward  Con- 
sumer Price  Index-tied  indexation?  No 
one  knows  how  much  of  that  there  is, 
either. 

The  closest  thing  we  have  to  a  mea- 
sure of  the  degree  of  indexation  is  a  study 
made  by  the  Bureau  of  Labor  Statistics  in 
January  1977.  At  the  time,  the  bureau 
said,  9  million  U.S.  workers  had  salaries 
tied  to  the  Consumer  Price  Index.  That's 
well  under  10%  of  the  work  force,  but 
that  was  four  years  ago.  You  can  bet 
there's  been  a  lot  more  CPI  indexing 
since  then. 

The  bureau  says  it  made  the  1977 
study  as  part  of  a  campaign  to  get  money 
to  construct  a  more  realistic  inflation 
yardstick  than  the  CPI.  Since  then,  it 
apparently  lost  interest  in  measuring  the 
CPI's  impact. 

The  CPI  is  the  most  widely  used  infla- 
tion index  because  it  was  the  major 
one  around  in  1948,  when  the  United 
Auto  Workers  won  a  cost-of-living- 
allowance  (COLA)  clause  from  General 
Motors.  The  UAW  got  COLA  clauses 
from  Ford  and  Chrysler  in  1950,  setting  a 
pattern  since  followed  by  the  Steelwork- 
ers  and  Rubber  Workers,  among  others. 
It  is  interesting  that  these  three  indus- 
tries are  among  the  hardest  hit  by  foreign 
competition.  Maybe  that's  what  happens 
when  Big  Business  and  Big  Labor  get  fat 
and  happy  and  decide  to  deal  with  infla- 
tion by  passing  it  on  to  the  customer. 
The  customer  turns  to  products  made  in 


fliorii 


countries  that  think  twice  before  all 
ing  certain  groups  of  workers  to  I 
tribute  from  the  economy. 

Today,  the  COLA  clause  is  wort 
staggering  $5.60  an  hour  to  an  ai 
worker.  That's  almost  a  third  of 
cost — recently  pegged  at  $17.40  an  h 
by  GM — of  a  UAW  member's  labor.  ' 
COLA  clause  alone  costs  GM  more  t 
3  times  a  UAW  member's  base  pa> 
1948.  Everybody's  blaming  Paul  Vole  *)ttal 
for  killing  auto  sales.  Come  on  now,  1  {btap 
Murphy,  Phil  Caldwell,  Lee  lacoi 
Aren't  those  $8,000  price  tags  on  a  c< 
pact  car  partly  to  blame?  And  who  w 
that  gave  in  to  the  unions  in  the  f 
place?  And  who  paid  out  fat  dividend 
lullaby  the  stockholders  when  the  wh 
industry  was  slipping? 

Indexing  has  made  its  biggest  bre 
throughs  in  the  Seventies,  when  fed 
worker  pay.  Social  Security  payme 
and  federal  pensions  were  linked  to 
CPI.  Since  1975,  when  the  first  inde 
raise  for  Social  Security  beneficiaries 
paid,  the  index  has  knocked  up  the  h 
payment  a  staggering  63% — all  of  it 
free  to  the  recipients.  The  1980  raist 
14%  cost  the  Treasury  more  than 
billion.  Don't  even  begin  to  think  ab 
how  big  the  July  1 98 1  adjustment  will 

One  of  the  by-products  of  the  index 
practiced  by  financial  institution 
that  high  interest  rates,  by  themsel 
don't  cool  off  inflation  anymore,  exc 
by  reaching  levels  so  high  they  sc 
everybody.  It  takes  increasingly  h 
rates  to  do  that. 

The  reason  is  that  a  bank,  with 
unlimited-interest  $100,000-plus  CI 
now  can  buy  money  at  whatever  pric 
necessary,  provided  it  has  enough 
rowers  that  are  creditworthy.  The  dt 
sion  by  regulators  two  years  ago  to 
banks  and  SikLs  offer  six-month  C 
pegged  to  six-month  Treasury  bill  ra 
was  another  step  in  allowing  institutit 
to  index  themselves. 

The  result  is  that  high  rates  produ 
by  Fed  action  don't  chase  money  ou 
banks.  Why  do  you  think  the  prime 
went  up  so  fast  this  fall,  from  14% 
20% -plus  in  a  matter  of  weeks?  Becai 
the  savers — the  providers  of  funds  to 
banks — indexed    themselves  thro 
money  market  funds  and  certificate 
deposit.  Fed  policies  simply  raise 
price  of  money,  and  the  banks  are  will 
to  pay  It  because  they  work  off  a  spre 
In  fact,  because  inflation  raises  ban 
nomnterest  operating  costs,  they  mi 
lend  ever  greater  numbers  of  dollars 
spread  those  rising  operating  costs  ove 
larger  volume.  In  the  past,  inflation 
high  interest  rates  cut  bank  lending 
cooled  the  economy.  Now,  thanks  to 
dexing,  inflation  and  high  rates  spur 
banks  on. 

Alan  Reynolds,  a  First  National  B 
of  Chicago  vice  president  who  is  one 
President-elect  Reagan's  advisers,  pref 
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Imperfect  indicators 
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ff  Granted  there's  no  perfect  way  to  measure  inflation,  but  the 
Consumer  Price  Index,  the  nation's  favorite  inflation  indi- 
cator doesn't  even  come  close. 

Its  chief  flaw  as  a  guide  to  policy-making  and  fair  play  is 
that  it's  a  consumerpncf  index,  not  a  cost-of-living  index.  It 
P^l  measures  the  cost  of  a  fixed  set  of  goods  and  services.  It  does 
inot  take  into  account  the  fact  that  people  may  trade  down  to 
'/T  cheaper  items  when  prices  go  up,  or  trade  up  to  more 
'^M  expensive  items  when  prices  drop.  It  ignores  the  fact  that  one 
c  .citizen  has  been  in  the  same  house  for  20  years,  doesn't 
i  intend  to  move,  and  so 
4f||doesn't  care  how  much 
ew    mortgages  cost, 
bewll  While  another  is  retired 
with  a  modest  pension 
and    so    he's  worried 
about  heating  bills  and 
'^y"i4|medical    costs.  Mean- 
to  f  while,  the  guy  down  the 
'"4  street  has  seven  kids  and 
two  station  wagons,  so 
his   big   problems  are 
food,  gasoline  and  col- 
lege tuition.  The  index 
doesn't   count  income 
taxes,   because  they're 
not  part  of  its  market 
basket.  And  it  overem- 
phasizes housing  costs. 
It    counts    prices  and 
mortgage  rates  only  for 
houses     that  change 
hands  in  a  given  month. 
That  assumption  leaves 
the  index  prone  to  wild 
up-and-down  swings. 

The  CPI  began  life  in 
1917,  when  the  U.S.  en- 
tered World  War  I.  The 
Shipbuilding  Labor  Ad- 
justment Board  wanted  to  know  how  much  it  cost  shipbuild- 
ers to  live,  so  it  could  pay  them  properly.  It  remained  a  "cost- 
of-living"  index  until  World  War  n,  when  its  compilers 
realized  that  the  index — by  then  expanded  nationwide — 
doesn't  really  measure  a  cost  of  living.  Peoples'  habits  change. 
To  try  to  keep  the  CPI's  basket  of  goods  and  services  current, 
statisticians  are  constantly  revising  the  index.  The  CPI  has 
spent  half  the  time  since  1933  "under  revision."  Under 
revision  or  not,  the  CPI  is  the  superstar  of  indexes. 

Another  data  series  tracking  inflation  is  the  gross  national 
product  "deflator."  It  traces  the  prices  of  goods  and  services, 
using  the  ones  people  actually  buy.  The  deflator  measures  how 


much  of  the  increase  in  GNP  comes  from  price  rises  and  how 
much  from  added  amounts  of  goods  and  services  being 
produced.  But  the  GNP  deflator  has  its  flaws  too.  For  example, 
it  doesn't  include  imports,  thereby  ignoring  the  ever-rising 
cost  of  imported  oil. 

It  also  includes  business  and  government  expenses,  making 
it  of  questionable  value  for  measuring  month-to-month 
changes  in  an  individual's  costs. 

There  is,  however,  an  alternative  to  the  CPI  and  the  GNP 
deflator;  it  is  the  personal  consumption  expenditure  deflator, 

which  most  people  have 
never  heard  of.  The  PCE 
deflator  measures  money 
spent  by  shoppers,  and 
takes  changing  buying 
patterns  into  account.  It's 
the  GNP  deflator,  with- 
out counting  government 
and  business  expenses. 
The  PCE  deflator,  too, 
has  flaws.  For  example,  it 
tends  to  understate  hous- 
ing costs,  because  it  in- 
cludes rents  but  not  home 
prices  and  mortgage 
rates.  When  home  prices 
and  mortgage  rates  rise 
faster  than  rent,  it  throws 
the  index  off. 

As  the  graph  shows, 
the  three  measures  fre- 
quently change  relative 
positions.  When  mort- 
gage interest  rates  de- 
cline, the  personal  con- 
sumption deflator  rises 
while  the  CPI  falls.  In 
recent  years,  the  Con- 
sumer Price  Index  has 
pulled  ahead  of  the  defla- 
tors because  it  weights  housing  and  energy  costs  much  more 
than  they  do.  Despite  these  vagaries,  the  CPI  gets  on  Walter 
Cronkite  every  month,  and  people  take  it  seriously.  Millions 
of  pensions  and  salaries  are  tied  to  it. 

What  to  do?  First,  instruct  the  experts  at  the  Bureau  of 
Labor  Statistics  to  come  up  with  a  cost-of-living  index — not 
a  price  index — that  reflects  reality.  Second,  an  entirely  sepa- 
rate sun^ey  is  needed  for  Social  Security  beneficiaries,  who 
comprise  the  largest  group  of  income-indexed  people  in  the 
country.  It  no  longer  makes  sense  to  tie  their  checks  to  the 
Consumer  Price  Index,  when  it  bears  no  relationship  to 
their  cost  of  living. — A  S.  and  CM. 
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Inflation  makes  people 
distrust  their  leaders.  It 
makes  them  nervous  and 
scared,  open  to  all  sorts 
of  crack-brained  ideas. 


indexing  to  having  locked-in  107o  or 
12%  wage  and  price  increases.  The  rea- 
son: Reynolds  believes  Reagan  will  fol- 
low a  Lafferesque  program  of  tax  cuts 
and  tight  money  that  would  cut  inflation 
to  2%  to  3%  in  a  few  years. 

"If  they're  indexed,  they'll  come  down 
as  fast  as  they  went  up,"  Reynolds  says. 
"Anyone  who  bets  on  long-term  rates 
staying  this  high  will  lose." 

That's  about  the  only  good  word  to  be 
said  about  indexing.  In  theory  at  least  it 
could  work  m  reverse.  But  would  it? 
Don't  bet  on  it.  Reynolds  is  a  bright  and 
charming  man,  but  so  is  Milton  Fried- 
man, and  look  how  monetarism  has  been 
faring  in  the  U.K.  and  Israel.  One  of  the 
economic  verities  of  the  Sixties  and  early 
Seventies  was  the  Phillips  Curve,  show- 
ing us  the  definitive  trade-off  between 
inflation  and  unemployment.  Now,  of 
course,  we  have  high  levels  of  both. 

What's  to  be  done; 

Inflation  is  complicated  and  messy, 
and  won't  go  away  with  a  magic  formula, 
be  it  supply-side  economics,  wage  and 
price  controls  or  chanting  economic 
mantras  at  meetings  of  the  Fed's  open- 
market  committee. 

The  Reagan  magic  cure  is  an  across- 
the-board  10%  annual  income  tax  cut  for 
three  years.  That,  we're  assured,  com- 
bined with  some  federal  budget  cuts,  will 
provide  salvation,  without  anyone's — or 
at  least  anyone  with  a  taxable  income — 
having  to  suffer.  Marvelous!  With  the 
speed  of  light,  we'll  invest  and  spend  our 
way  out  of  our  problems,  without  having 
the  budget  deficit  increased  by  the  tax 
reductions.  Social  justice  aside,  do  we 
really  want  a  plan  that  amounts  to  a 
redistribution  of  income  from  the  poor 
(who  pay  no  income  taxes)  to  the  rich? — 
can  anyone  think  that  will  work  without 
touching  off  at  least  one  round  of  horren- 
dous inflation? 

Since  everyone  else  is  showering  Rea- 
gan with  advice,  why  should  Forbes  be 
different?  Fiere  are  some  suggestions,  the 
product  of  lots  of  research  into  the  prob- 
lem on  our  part. 

Tell  people  why  inflation  is  bad.  The 
idea  is  abroad  in  the  land  that  inflation 
can  be  lived  with.  It  can't.  Indexation 
encourages  this  belief.  Inflation  cheats 
every  owner  of  a  fixed-rate  obligation, 
every  beneficiary  of  an  annuity,  every 
recipient  of  a  nonindexed  pension.  It  re- 
wards spenders  and  penalizes  savers — 


that  is,  if  we  have  any  left.  Worst  of  all,  it 
distorts  economic  decision-making  and 
prevents  capitalism  from  performing 
some  of  its  most  important  functions. 
Inflation  tells  you:  Don't  invest  in 
stocks,  buy  Krugerrands.  It  tells  you: 
Don't  build  a  new  plant,  buy  an  existing 
one.  It  says:  Don't  save,  spend.  Inflation 
makes  people  distrust  their  leaders  and 
grab  what  they  can.  It  makes  people  ner- 
vous and  scared,  and  leaves  them  open  to 
all  sorts  of  crack-brained  ideas — "infla- 
tion is  a  Zionist  plot,"  or  'the  Trilateral 
Commission  is  behind  it,"  or  "it's  all 
the  fault  of  the  multinationals" — that 
they  would  reject  out  of  hand  if  times 
were  better.  It  makes  self-fulfilling  the 
prophecies  of  a  whole  range  of  hysterics, 
from  harmless  ones  like  Howard  Ruff  to 
malevolent  ones  of  a  political  stripe. 

Don't  index  the  income  tax.  Inflation 
has  skewed  the  income  tax  in  the  past 
few  years  by  driving  people  into  higher 
tax  brackets  while  every  dollar  they  earn 
is  worth  less.  There's  a  certain  virtue  to 
all  this:  It  makes  people  unhappy  with 
inflation  and  that's  good.  Indexing  the 
brackets  to  inflation,  however,  would  be 
a  psychological  blunder.  It  would  produce 
a  whole  new  set  of  people  rooting  for 
rising  inflation  so  that  their  tax  bills 
would  drop.  If  we  index  everything,  the 
higher  costs  would  diffuse  through  the 
economy,  setting  off  more  inflation  and 
requiring  further  indexing. 

Bring  back  the  draft.  The  biggest  item 
in  our  national  budget  is  defense.  A  full 
20%  of  the  defense  budget  is  salaries. 
We  want  to  spend  much  more  money 
on  weapons  systems,  supplies  and  mili- 
tary research  and  development.  We  also 
want  to  continue  to  have  a  volunteer 
army,  so  young  people  won't  be  incon- 
venienced by  having  to  serve  the  coun- 
try for  two  years  or  so.  It  hasn't  been 
working,  and  it  won't.  The  only  way  we 
can  afford  the  hardware  and  other  mili- 
tary services  we  need  to  feel  safe  living 
in  the  same  world  with  the  Russians  is 
to  have  an  army  of  draftees,  and  pay 
them  minimal  wages.  That  will  give  us 
money  to  spend  on  other  aspects  of  the 
military — like  giving  substantial  wages 
to  a  valuable  cadre  of  career  military 
people.  It  now  costs  so  much  for  our 
basic  manpower  we  don't  have  enough 
to  pay  valuable  people  really  good  wages. 
You  don't  see  the  Red  Army  or  the 
Israelis  using  TV  ads  or  high  salaries  to 
get  people  into  the  military.  They  con- 
script them. 

Bomb  the  bureaucrats.  The  President 
can  keep  federal  workers'  salary  in- 
creases below  the  Consumer  Price  In- 
dex increase,  if  he  chooses.  If  Reagan 
announced  that  federal  workers  would 
be  getting  four  years  of  2%  to  3% 
raises,  and  urged  Congress  to  do  the 
same  for  its  own  salaries,  that  would 
have  an  electrifying  effect.  People 
might  believe  that  the  government  was 


serious  about  fighting  inflation  a 
Measure   inflation.   No  one  ki 

what  the  true  inflation  rate  is  for  An 
can  consumers.  Tell  the  Bureau  of  L 
Statistics  to  find  out  by  developin 
index  we  can  accept.  At  least  we'll  1< 
what  the  problem  is.  And  the  new 
sure  should  include  income  taxes 
cost  of  living.  Current  indexes  don't 
Social  Security.  Certainly  older 
zens  have  earned  the  right  to  a  me 
of  security  in  their  declining  years, 
something  has  to  be  done  about  th 
dexation  of  Social  Security  before  i 
vours  us.  Possibly,  we  should  use  a 
dex  keyed  to  the  living  costs  of  re 
people — who   don't   usually  buy 
homes.  We  might  even  end  Social  Se 
ty  indexation  completely,  if  a  brave 
can  be  found  to  bring  the  idea  u 
public. 

Encourage  productivity  and  savi 
Inflation  has  made  fools  of  people 
invest,  and  millionaires  out  of  pe 
who  speculate.  Let's  change  the  tax  1 
so  that  people  who  invest  in  plants 
boost  employment,  or  who  put  mc 
into  ventures  that  add  jobs,  will  be 
warded.  There  are  endless  ways  t( 
this  but  we'll  just  mention  a  few  obv 
ones.  Why  not  exempt  interest  and  i 
dends  from  income  tax  so  long  as 
proceeds  are  reinvested?  Why  not 
buying  securities  some  of  the  tax  ad 
tages  we  give  to  buying  a  house?  Wh> 
investment  income  as  high  as  70% 
in  supertax  areas  like  New  York  C 
when  earned  income  is  taxed  at  a  m 
mum  50%  ?  In  this  day  and  age  caf 
works  harder  than  many  people  do.  \ 
not  reward  its  efforts  accordingly? 

Don't  substitute  protectionism 
common  sense.  Do  the  steelworkers 
autoworkers  plead  for  protection  aga 
Japanese  competition?  Okay,  but 
them  they  won't  get  it  unless  the> 
their  part  and  cease  demanding  w; 
that  are  much  higher  than  the  nati( 
average.  And  don't  protect  indust 
whose  managers  and  directors  won't 
invest  to  improve  productivity. 

Credit  where  credit  is  due.  Try,  pol 
ly,  to  get  our  banks  to  understand 
difference  between  financing  econo 
activity  that  contributes  to  society 
subsidizing  speculation.  If  they  wan 
go  in  for  backing  speculation,  fine — c 
tell  them  not  to  expect  any  assistanc 
they  show  up  at  a  Federal  Reserve  v 
dow  looking  for  help.  Refuse  to  disco 
speculative  paper?  Well,  why  not?  I 
Steel  may  create  jobs  by  its  borrow 
but  could  you  say  the  same  of  he 
borrowing  by  takeover  artists  like  Vic 
Posner? 

What  do  all  these  suggestions  hav< 
common?  You  guessed  it:  They  all  h 
somebody.  Taken  together  they  are 
ing  to  hurt  all  of  us.  But  remember  \\ 
Fields.  Which  will  you  take?  A  bad  ht 
ache?  Or  cirrhosis  of  the  liver?  ■ 
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Ich  bin  ein  Berliner. 


W/i 

If  you  are  in  a  business  that  is  looking  to 
expand  in  the  Common  Market,  take  a  lead  from 
Henry  Ford. 

Become  a  business  Berliner 

Because  the  same  incentives  and  advantages 
that  inspired  Ford  Motor  Company  to  build  a  76 
million  dollar  factory  in  Berlin  apply  to  you.  No 
matter  what  the  size  of  your  business. 

Unique  among  these  advantages  is  Berlin's 
turnover  tax  rebate  which  effectively  adds  up  to 
10.2%  of  sales.  Every  year 

In  addition,  substantial  investment  grants, 
low  interest  loans,  income  tax  concessions  and  a 
highly  favorable  infrastructure  combine  to  make 
Berlin  an  ideal  Common  Market  location. 

To  show  you  exactly  how  these  benefits  can 
affect  your  bottom  line,  we  offer  the  serious  in- 


vestor a  ten  year  comparative  profitability  study- 
using  your  own  data— prepared  by  an  independ- 
ent Big  Eight  accounting  firm. 

Here  you  will  find  an  economically  and 
politically  stable  city  that  hasn't  had  a  major 
industrial  strike  in  35  years.  A  dependable,  highly 
skilled  and  productive  labor  force.  Free  access. 
No  supply  problems.  Plus,  the  culturally  dynamic 
Berlin. 

To  Ford  Motor  Company,  Berlin  is  a  major 
manufacturing  plant  for  plastic  components 
needed  by  their  other  European  production  plants. 
To  Mercedes  Benz,  Berlin  is  the  producer  of  every 
Mercedes  crankshaft  in  the  world. 

loin  Ford,  IBM,  Gillette,  General  Motors, 
Philip  Morris,  Warner  Lambert  and  other  busi- 
ness Berliners  who  enjoy  our  outstanding  finan- 


cial, economic  and  political  climate. 

For  more  information  contact:  Mr  Wolfe  J. 
Frankl  the  North  American  Representative, 
(212)  432-8070.  Or  fill  in  the  coupon  below. 


Economic  Development 
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Company  - 
Address   


Cily. 


 Zip  

Mail  lo:  WJ  Frankl, 
Berlin  Economic  Development  Corporation, 
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C.  Northcote  Parkinson,  promulgator  of  Par- 
kinsons Law,  discusses  inflation,  productivity, 
democracy  and  decadence  in  the  Western 
World,  along  with  an  ultimate  truth  . . . 

Parkinson's 
"Rule  Six" 


THE  FAMOUS  Professor  Parkinson, 
promulgator  of  Parkinson's  First 
Law  ("Work  expands  to  fill  the  time 
available")  and  a  number  of  others 
equally  trenchant  ("Growth  means 
complexity,  and  complexity,  decay"), 
has  for  20  years  lived  with  his  wife  in 
Guernsey,  a  green,  wind-swept  island 
off  the  coast  of  France.  There  is  virtual- 
ly no  poverty  on  Guernsey  or  its  com- 
panion Channel  Islands,  notably  Jersey; 
the  people  are  intelligent,  industrious 
and  law-abiding;  their  government  is  a 
model  of  prudence  and  stability.  Cultur- 
ally and  legally  they  are  an  Anglo- 
French  melange. 

The  Professor,  a  cheerful,  stocky  man 
of  about  70,  works  on  the  upper  floor  of 
a  tiny  old  chapel  affixed  to  a  14th- 
century  stone  house  tucked  away  from 
the  road. 

One  thinks  of  him  as  primarily,  and 
essentially,  the  author  of  his  "laws"  but 
he  has  in  fact  written  over  50  books, 
including  a  number  of  novels,  and  he 
lectures  widely  on  many  subjects.  His 
book  East  and  West  is  one  of  the  most 
useful  discussions  of  such  matters  by  a 
contemporary.  He  was  professor  of  his- 
tory at  the  University  of  Malaya,  and  is 
better  versed  in  that  subject  than  in 
business  theory,  though  his  observa- 
tions on  the  behavior  of  large  organiza- 
tions are  as  applicable  to  big  business 
as  to  big  government.  He  answers  a 
question  as  though  lecturing  in  a  class- 
room. Every  word  is  in  place. 

I  asked  him  what  he  thought  of 
American  business  specifically,  as  dis- 
tinct from  the  general  view  of  business 
that  appears  in  his  books. 

"The  main  differentiating  characteris- 
tic of  the  American  businessman  is  his 
concentration  on  his  work.  To  many 
Americans  their  business  is  all-impor- 
tant: who  will  be  the  next  president  of 
the  company;  whether  so-and-so  will 
become  vice  president;  how  the  com- 
pany will  improve  its  market  share; 
whether  and  how  the  enterprise  can  be 
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expanded  and  its  profit  margins  im- 
proved. He  concentrates  on  these  mat- 
ters to  the  exclusion  of  almost  every- 
thing else.  This  point  of  view  is  rare  on 
the  Continent,  and  more  so  in  Britain." 

I  observed  that  an  educated  European 
would  hate  to  be  typecast  as  primarily  a 
businessman;  he  would  make  a  point  of 
displaying  the  breadth  of  his  interests 
and  knowledge,  which  in  America  might 
render  him  slightly  suspect. 

"In  Britain,"  Professor  Parkinson  con- 
tinued, "prestige  is  entirely  different 
from  America.  Royalty  is  at  the  top,  fol- 
lowed by  the  nobility.  Then  come  the 
admirals,  field  marshals,  holders  of  high 
government  offices,  ambassadors,  and  so 
on — the  key  figures  in  the  organization 
of  the  state.  A  millionaire  cuts  quite  a 
small  figure  in  Britain  alongside  an  admi- 
ral, for  example. 

The  American  businessman's  preoccu- 
pation with  business  is  having  a  grave 
consequence  today.  America  is  seriously 
handicapped  by  the  structure  of  its  gov- 
ernment, which  IS  obsolete  and  hard  to 
change.  I  was  struck,  for  instance,  by 
your  public's  misunderstanding  of  the 
events  surrounding  the  fall  of  President 
Nixon.  They  were  absorbed  by  how 
naughty  Nixon  was  judged  to  be:  wheth- 
er he  had  known  this  or  that  by  some 
particular  date.  In  other  words,  people 
were  obsessed  with  the  strength  and 
weakness  of  that  individual. 

"But  the  real  significance  of  Watergate 
was  that  it  revealed  a  profound  weakness 
of  organization.  The  very  heart  of  govern- 
ment went  seriously  wrong.  If  a  disaster 
of  this  sort  occurred  in  IBM,  the  directors 
and  their  advisers  would  get  together, 
analyze  the  problem  in  larger  terms  and 
make  structural  changes.  The  first  struc- 
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rural  weakness  exposed  by  Waterga 
the  need  for  a  new  job  description  ol 
Office  of  the  President  of  the  Ui 
States.  Such  a  description  must  rq 
that  the  President's  task  is  impossi 
Firstly,  it's  much  too  big  for  one  m^ 
wasn't  in  Jefferson's  time,  but  noj 
requires  25  hours  a  day.  Not  only  is 
President  responsible  for  governrl 
down  to  the  last  detail  and  for  leadi 
political  party,  but  he  acts  as  the  cert 
nial  chief  of  state:  cutting  the  ribbons 
greeting  the  dignitaries.  In  Britaii 
smaller  country,  it  requires  the  Qi 
and  her  entire  family  just  to  perf 
those  functions.  And  then,  of  course 
President  is  designated  Commande 
Chief  of  the  Armed  Forces,  just  to  fill 
odd  moments  he  might  have." 

I  agreed,  but  pointed  out  that  t 
were  good  political  reasons  for  the  P 
dent  to  carry  out  ceremonial  functi 
They  give  him  leverage,  and  keep  hii 
touch.  Still,  what  remedies  would  Pn 
sor  Parkinson  prescribe? 

"First,  someone  else  to  do  most  of 
ceremonies,  someone  with  vast  presi 
so  that  he  will  be  accepted  in  that  ro 

"Then  you  have  to  reorganize  the 
mediate  entourage  of  the  President, 
on  filled  the  White  House  with  his  c 
paign  assistants,  who  had  no  rele 
experience,  status  or  education.  To 
an  18th-century  expression,  they  bee 
his  creatures.  Carter  did  the  same  v» 
his  Georgia  mafia.  Kennedy  was 
worst  of  all.  Eisenhower  was  a  gentle 
by  comparison,  not  only  in  his  manr 
but  also  in  his  way  of  doing  things 
was  not  a  man  likely  to  be  tainted  vs 
scandal. 

One  should  consider  the  composit 
of  the  Cabinet  in  Britain.  Its  mt 
bers  are  not  creatures  of  the  Pr 
Minister,    subject   to   dismissal  at 
whim.  They  represent  important 
stituencies  of  their  own.  For  instar 
in   Mrs.    Thatcher's   present  Cab 
only  four  or  five  members  can  be 
scribed  as  her  own  followers.  The  rest 
essentially  followers  of  Edward  He 
With  a  Cabinet  of  men  with  indepen 
stature  there  is  less  likelihood  of  si 
events  as  blotted  the  Administration 
Mr.  Nixon." 

I  asked,  returning  to  the  subjec 
business,  what  some  of  the  other  virti 
of  the  American  system  were,  compa 
to  Britain  and  Europe. 

"One  of  the  most  praiseworthy  is 
willingness  of  your  big  corporations 
decentralize.  The  other  countries  of 
world  would  do  well  to  copy  you,  if 
could.  In  even  the  largest  American  co 
panics  whole  divisions  are  hived  off 
become  highly  distinct  enterprises 
their  own  right.  They  even  comp 
with  each  other.  Remarkable!  They 
main  linked  to  their  parent  only  by 
eral  policy  and  financial  controls." 
Alfred  Sloan,  I  observed,  might 
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In  information 
systems, 

Harris  Corporation 
produces 
^p|data  processing 
^terminals, 
general-purpose 
computers, 
word  processing 
systems  and 
supervisory 
control  systems. 

Multi-function 
distributed  data 
processing  systems  from 

Harris  Corporation  provide  remote  access  to  central  computers 
plus  on-site  computing  power,  helping  business  and 
government  handle  growing  data  processing  workloads. 

HARRIS  technology  works  worldwide— in  communication 
equipment,  information  systems,  government  systems, 
semiconductors  and  printing  equipment.  For  information,  write: 
Harris  Corporation,  Melbourne,  Florida  32919. 
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called  the  Founding  Father  of  modern 
business  structure.  "Exactly,"  said  Pro- 
fessor Parkinson. 

One  task  I  would  like  to  set  for  Ameri- 
can business  is  to  recapture  its  share 
of  mfluence  over  public  opinion.  In 
America  all  professors  of  economics  tend 
to  be  leftists.  Why?  Because  if  an  able 
youngster  has  an  interest  in  economics, 
in  figures,  and  has  conservative  views, 
he  becomes  a  banker.  Whereas  if  he  has 
left-wing  views,  he  becomes  a  professor. 
So  academic  economists  tend  to  be  left- 
wingers.  Business  should  never  have  let 
that  come  about.  You  let  the  case  go  by 
default.  The  only  answer  is  for  business, 
in  turn — having  let  the  left  wing  capture 
the  schools — to  capture  television.  It's 
essential  that  this  be  done.  Television  is 
far  more  important  than  the  schools. 
People  get  their  ideas  from  television, 
and  American  television  now  has  a  left- 
wing  bias." 

I  asked  Professor  Parkinson  how  he 
would  account  for  the  persistence  of 
inflation. 

"Inflation,  the  causes  of  which  are 
mainly  political,  is  associated  with  a 
state  of  decadence.  One  could  even  argue 
that  it  is  governed  by  this  simple  equa- 
tion: Democracy  ecjucils  Inflation . 

"In  a  true  democracy,  which  the  fram- 
ers  of  your  constitution  profoundly  dis- 
trusted, preferring  the  indirect  rule  of  a 
republic,  the  citizen  who  votes  largely 


controls  the  income  of  the  citizen  who 
works.  And  the  greater  the  extent  of 
public  ownership,  the  greater  the  control 
exercised  by  the  worker  over  his  own 
wage  packet.  Thus,  in  a  socialist  or  semi- 
socialist  regime  the  only  way  wages  can 
be  kept  down  to  what  the  earnings  justi- 
fy is  to  go  all  the  way  to  communism, 
which  is  what  always  eventually  hap- 
pens in  practice.  Communism  is  ex- 
tremely unattractive,  but  it  works,  be- 
cause in  the  end  you  can  control  exces- 
sive wage  demands  with  a  firing  squad. 

The  last  time  I  was  in  India,"  added  the 
Professor,  with  a  chuckle,  "I  was 
asked  at  a  press  conference  shortly  after  I 
landed  what  I  thought  of  things.  I  replied 
that  I  couldn't  be  specific,  having  just 
arrived,  but  that  I  did  know  that  India 
had  to  make  a  decision  between  capital- 
ism and  communism.  Either  is  practical, 
but  one  mustn't  suppose  one  can  remain 
in  the  middle,  with  the  kind  of  society 
espoused  by  the  London  School  of  Eco- 
nomics &  Political  Science.  That  didn't 
seem  to  please  Mrs.  Gandhi,  who  be- 
lieves precisely  in  the  doctrines  of  the 
London  School  of  Economics.  True  de- 
mocracy always  ends  in  chaos,  of  which 
inflation  is  a  symptom.  The  way  out  is 
dictatorship,  which  eventually  follows 
chaotic  democracy.  Don't  suppose  that 
I'm  advocating  autocracy:  I'm  not.  But 
I've  no  doubt  it  will  happen." 

I  asked  the  Professor  how  fast  he  fore- 


saw it  coming  about. 

"I  don't  know,"  he  said.  "Whi| 
inevitable  always  comes  to  pass,  ii 
so  much  more  slowly  than  you'd  i 
The  dissolution  of  the  British  Empi 
taken  almost  a  century,  and  we  stilj 
26  colonies." 

It  all  sounds  like  the  Eighth  Bo 
Plato's  Republic ,  I  suggested. 
"Exactly." 

I  quoted  the  passage  from  the  Re 
that  seems  so  well  to  describe  the 
chology  of  the  Seventies: 

In  a  state  of  democratic  anarc 
the  master  fears  and  flatters  1* 
scholars  and  the  scholars  despj 
their  masters  and  tutors;  you 
and  old  are  alike;  and  the  you 
man  is  on  a  level  with  the  old,  ai 
IS  ready  to  compete  with  him 
word  and  deed;  and  old  men  cone 
scend  to  the  young  and  are  full 
pleasantry  and  gaiety;   they  ai 
loath  to  be  thought  morose  ai 
authoritative,  and  therefore  th 
adopt     the     manners     of  tl 
young.  .  .  . 

In  Plato,  I  observed,  democratic 
chy  is  followed  soon  by  dictator 
And   dictatorship,    whether  "left 
"right,"  is  followed  by  aristocracy 
barons  assert  themselves.  Was  that  r 
starting? 

"You  find  it  already  in  Russia.  A 
privileged  class  has  arisen  there  that 
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"HERTS  SOUTHERN  RAIUfflrS  ANSWER  TO  TK 


THE  LONG  AND... 

The  simple  fact  Is,  that  the  way  the 
energy  situation  Is  today  and,  un- 
doubtedly, will  be  tomorrow,  railroads 
make  more  sense  for  long  hauls  than 
trucks  do. 

Because  railroads  are  a  lot  more 
energy-efficient  than  trucks. 

But  does  that  mean  trucks  will  soon 
be  a  thing  of  the  past  for  the  furniture 
Industry?  No.  We  think  trucks  have 
a  very  definite  place  In  the  future 
of  transportation. 

As  long  as  trucks  are 
used  in  the  right  place. 


;tands  in  line,  that  sends  its  children 
special  schools,  that  reads  forbidden 
rature,  that  travels,  that  lacks  nothing 
li  material  sense.  When  a  member  of 
I  Politburo  wants  to  be  driven  to  his 
'ba  in  the  country,  he  orders  the 
ets  cleared  of  traffic  and  sets  forth  at 
I  kilometers  an  hour, 
ut  getting  back  to  inflation,  another 
cause  is  the  democratic  habit  of  as- 
ibling  the  governmental  budget  from 
bottom  up,  by  asking  the  different 
artments  to  estimate  their  needs  for 
I   coming  year.  They  all  overstate 
m,  of  course,  and  the  total  is  always 
re  than  the  country  can  afford.  The 
y  correct  procedure  is  to  calculate  the 
ijest  amount  of  revenue  the  govern- 
nt  can  reasonably  collect — meaning  a 
T  rate  of  taxation — and  then  allocate 
conifit  amount,  and  no  more,  between  the 

erent  departments." 
ty  aiuid  what  about  our  problem  of  declin- 
*  auproductivity; 

t  should  not  surprise  us.  It  is  a  result  of 
tilation  combined  with  heavy  taxation, 
s  two  together  mean  that  it  is  better  to 
Ind  now  what  you  earn,  rather  than 
est  It  for  the  future.  Nor  is  it  worth 
ir  while  to  earn  more  than  you  want  to 
nd.  So  you  limit  your  work  to  satisfy- 
your  immediate  needs.  There's  no 
nt  in  making  a  fortune  to  bequeath  to 
It  children  if  there's  no  certainty  that 
that  liW  reach  them,  or  do  them  any  good  if 


atic 


it  did.  So  one  consumes  rather  than  in- 
vesting in  the  machinery  of  production. 
Visitors  to  London  are  surprised,  in  view 
of  our  poor  economy,  to  see  so  many 
Rolls-Royces  about.  The  reason  is  that, 
net  of  taxes  at  the  present  level,  an  execu- 
tive is  only  a  few  hundred  pounds  a  year 
worse  off  owning  a  Rolls  than  investing 
the  money,  while  the  Rolls  is  both  an 
inflation  hedge  and  more  fun. 

These  disincentives  hit  particularly 
the  entrepreneur,  the  key  figure  in  eco- 
nomic progress.  Why  enlarge  your  fac- 
tory? Why  conquer  fresh  markets?  You 
won't  make  more  money,  and  there's 
always  the  element  of  risk.  Why  run  a 
risk  for  the  chance  of  a  profit  you're  not 
going  to  be  allowed  to  enjoy?" 

Was  there  a  country  the  Professor 
considered  well  governed? 
"\  should  instance  the  island  in  which  I 
live,  Guernsey.  First,  the  government  has 
a  long  tradition  of  never  spending  money 
it  doesn't  possess.  There  is  always  a  sur- 
plus, never  a  deficit.  Then,  the  tax  rate  is 
fixed  at  20%,  with  deductions  as  in  any 
system  of  taxation.  Formerly  the  rate  was 
25%,  which  was  reduced  in  order  to  in- 
crease revenues.  I  have  no  doubt  at  all  that 
if  it  was  reduced  to  15%  it  would  further 
increase  revenues. 

"Then,  the  average  Guernseyman 
works  about  56  hours  a  week.  Anyone 
who  does  that  will  be  a  great  deal  more 
prosperous  than  one  who  works  only  40 


hours  and  clamors  for  even  less." 

Some  exceedingly  timely  and  impor- 
tant advice,  I  observed.  Any  last 
thoughts  for  the  readers  of  Forbes? 

"Well,"  said  the  Professor,  "I  remem- 
ber a  story  about  a  certain  Minister  during 
the  years  immediately  following  World 
War  I.  Young  civil  servants  used  to  bustle 
into  his  office  waving  documents,  em- 
phasizing the  high  priority  of  this  and  the 
top  secrecy  of  that.  He  would  listen  pa- 
tiently and  tell  each  young  man  to  leave 
his  paper  on  the  desk. 

Then,  as  the  youngster  reached  the 
door  he  would  call  out: 

"  'Oh,  one  thing,  Mr.  Davenant.' 

"  'Sir?' 

"  'Remember  Rule  Six.' 

"  'Yes,  sir,  of  course.' 

"The  young  man  would  reach  the  door 
and  then  turn  back,  having  had  another 
thought. 

"  'But  excuse  me,  sir.  What  is  Rule 
Six?' 

"  'Rule  Six  is  as  follows;  'Don't  take 
yourself  too  seriously.' 

"  'Thank  you,  sir.  I'll  remember  that.' 

"Once  more  Mr.  Davenant  would  be  at 
the  door  with  his  hand  on  the  doorknob 
and  would  turn  again  as  a  new  idea 
struck  him. 

"  'But,  sir,'  he  would  ask,  'what  are  the 
other  rules?' 

"  'Young  man,'  would  come  the  reply, 
'there  are  no  other  rules.'  "  ■ 
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Harold  H.  Hall.  President 
Southern  Railway  System 
Washington,  D.C.  20013 
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.THE  SHORT  OF  IT 

The  right  job  for  trucks  is  the  short 
haul  where  the  railroad  begins  and 
ends— at  distribution  warehouses  like 
this  one. 

We  believe  so  much  in  this  concept, 
and  its  important  implications  for  the 
future  of  this  country,  that  we've  set  up 
a  system  to  capitalize  on  our  advantage 
for  long  hauls  and  trucks'  advantage  for 
short  hauls.  We've  made  interchange 
agreements  with  over  150  trucking  firms 
all  over  our  route  to  give  you  dock  to 
dock  service  even  when  your  dock  isn't 
on  our  railroad. 

We  think  the  wave  of  the  future  is  to 
have  each  mode  of  transportation  do 
what  it  does  best. 

VJe  have  the  energy  for  the  long  haul. 
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THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 
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A  top  corporate  bank  should 
be  a  leader  and  an  Innovator. 
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Long  before  energy  became  an 
issue  or  a  crisis,  Continental  Bank 
was  a  leading  lender  to  ttie 
oil  and  gas  industry. 

Twenty-five  years  ago  we  were  pioneers.  One  of 
the  few  major  banks  with  an  oil  and  gas  division. 
Today,  we  have  one  of  the  largest  oil  and  gas 
portfolios  in  the  world.  And  no  bank,  anywhere,  has 
a  larger  oil  and  gas  division  or  more  expertise  than 
Continental.  It's  what  you  expect  from  a  top 
corporate  bank.  At  Continental  Bank,  it's  reality. 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and 
Trust  Company  of  Chicago 
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,  Forbes  33rd  Annual  Report  on  American  Industry 
isures  management  performance  of  1,041  big  public  compa- 
,  most  with  latest  fiscal  year  sales  of  at  least  $350  million, 
e  Forbes  Yardsticks  size  up  these  companies  m  several 
s.  We  measure  their  profitability  in  terms  of  return  on 
kholders'  equity  and  on  total  capital.  We  measure  their 
wth  in  both  earnings  per  share  and  sales.  For  current 
ids  we  track  these  figures  for  the 
;st  12  months,  while  for  a  longer 
w  we  look  at  them  over  the  past  five 
rs.  We  also  measure  their  debt-to- 
ity  ratios,  net  profit  margins  and 
:k  market  performance. 
Jsing  all  these  measures,  we  com- 

e  each  of  the  1,041  companies  against  competitors  in  its 
industry  and  against  all  1,040  other  companies.  Finally, 
compare  median  numbers  for  the  major  industry  groups 
inst  each  other.  There  are  substantially  more  major  in- 
try  groups  this  year — 49,  compared  with  31  last  year, 
ny  industries  are  further  divided  into  subgroups  to  give  a 
rer  picture  of  how  each  company  stacks  up  against  its 
competitors. 

b  locate  a  company,  refer  to  the  table  that  begins  on  the 
t  page:  "Where  to  find  the  company."  It  lists  the  1,041 
npanies  alphabetically  and  gives  the  page  where  the  story 
ted  to  its  industry  begins  and  the  appropriate  Yardsticks 
les  appear.  You  will  also  find  in  the  alphabetical  listing  how 
t  company  ranks  in  terms  of  profitability,  growth  and  stock 
rket  performance. 


Where  to  find  the  Yardsticks 


Industry  median  rankings,  page  25? 
Profitability  rankings,  page  260 

Growth  rankings,  page  269 
Stock  market  rankings,  page  278 


low  they  are  calculated 


urn  on  stockholders'  equity  Companies  obtain  their  cap- 
from  two  souices:  stockholders  and  creditors.  Return  on 
:kholders'  equity  is  the  percentage  return  on  the  stock- 
ders'  portion  of  the  capital.  We  express  earnings  per  com- 
n  share  (primary  basis)  as  a  percentage  of  the  stockholders' 
ity  per  share,  assuming  conversion  of  all  convertible  pre- 
ed,  at  the  start  of  the  year.  The  five-year  return  in  our 
dsticks  tables  is  the  average  of  the  returns  calculated  for  the 
r  years  1976  through  1979  and  the  12-month  period  ending 
:h  the  most  recent  quarterly  report.  (For  companies  whose 
;al  years  end  in  January,  February  or  March,  the  years  1977- 
are  used  in  place  of  1976-79.) 

:um  on  total  capital  This  figure  is  the  percentage  return  on 
ombination  of  stockholders'  equity  (both  common  and 
ferred)  plus  capital  from  long-term  debt  including  current 


maturities,  minority  stockholders'  equity  in  consolidated  sub- 
sidiaries and  accumulated  deferred  taxes  and  investment  tax 
credits.  The  profit  figure  used  in  this  computation  is  the  sum 
of  net  income,  minority  interest  in  net  income  and  estimated 
aftertax  interest  paid  on  long-term  debt — in  other  words,  in- 
come before  charges  (which  means,  primarily,  interest  pay- 
ments on  long-term  debt)  relating  to  the  nonequity  portion  of 
the  capital. 

The  return  on  total  capital  is  a  "basic"  measure  of  an 
enterprise's  profitability.  For  companies 
that  derive  all  of  their  capital  from  com- 
mon equity,  the  two  profitability  mea- 
sures will  of  course  be  identical.  But  a 
company  that  employs  debt  wisely  can 
thereby  boost  its  return  on  stockholders' 
equity  well  above  the  return  on  total 
capital.  The  time  periods  employed  for  this  calculation  are  the 
same  as  those  for  return  on  stockholders'  equity. 
Debt-to-equity  ratio  This  ratio  tells  us  to  what  extent  manage- 
ment is  using  borrowed  funds  (leverage)  in  an  attempt  to 
increase  profits.  It  is  calculated  as  of  the  end  of  the  last 
reported  fiscal  year  by  dividing  long-term  debt  (including  cur- 
rent maturities)  by  the  sum  of  stockholders'  equity,  minority 
stockholders'  interest  and  accumulated  deferred  taxes  and  in- 
vestment tax  credits.  A  high  debt-to-equity  ratio  makes  earn- 
ings more  volatile  and  is  usually  considered  prudent  only  in 
relatively  stable  industries. 

Net  profit  margin  This  measure  gives  a  view  of  profits  differ- 
ent from  either  the  return  on  stockholders'  equity  or  the  return 
on  total  capital.  Calculated  by  dividing  net  profits  for  the  latest 
12  months  by  net  sales,  it  reveals  what  percentage  of  each 
dollar  of  revenue  is  available  for  payment  of  dividends  and 
reinvestment  in  the  business. 

Eamings  per-share  growth  To  present  a  clear  picture  and 
even  out  short-run  distortions  caused  by  very  poor  or  very  good 
years,  we  reach  back  over  ten  years  to  measure  five-year 
earnings-per-share  growth.  Using  primary  earnings  per  share, 
we  take  the  average  for  the  most  recent  five  years  (1976 
through  the  latest  12  months)  and  compute  the  percentage 
change  from  the  average  for  the  preceding  five  years  (1971 
through  1975).  We  then  express  that  change  in  terms  of  a  five- 
year  compound  annual  rate  of  growth,  since  the  midpoints  of 
the  two  periods  are  five  years  apart. 

Sales  growth  As  with  earnings  growth,  we  go  back  ten  years 
to  calculate  the  five-year  rate  of  sales  growth.  We  compare 
average  sales  for  the  company's  most  recent  five  years  against 
the  average  for  the  preceding  five  years,  and  express  the  change 
in  terms  of  a  five-year  compound  annual  growth  rate. 
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Where  to  find  the  company 


Rank 

Rank 

Industry 
Stock  survey 

Company                           Profitability  Growth    market  page 

Industi 
Stock  survey 

Company                              Profitability    Growth  market  page 

Abbott  Laboiatories               177              181         312  130 
ACF  Industries                      586              562         486  152 
Acme-Cleveland                    726              264         185  148 
Aetna  Life  &  Casualty            217              180         351  127 
HFAhmanson                     558             360         411  106 

ARA  Services                            699              722         986  248 
Areata                                      666                19         304  253 
Archer  Daniels  Midland              344              205         460  223 
Arden  Group                            1005                "         476  230 
Arizona  Public  Service                647              812         792  217 

Air  Prods  &  Chems                264              211         573  198 
Akzona                                976              956         990  198 
Albertson's                           137              226         499  230 
Alcan  Aluminium                  316              103         187  84 
AIco  Standard                       252              277         316  156 

Ark  Louisiana  Gas                      334              618         201  209 
Armco                                     745              616         374  190 
Armstrong  Rubber                      975              936         670  73 
Armstrong  World  Inds                858              774         998  234 
Arvin  Industries                       297              144         623  73 

\lexander  &  yVlexander             10              166         437  112 
,ilexander&  Baldwin             727              807         396  213 
Alexander's                           963              812         399  246 
Alleghany                             644              397         129  159 
Allegheny  Ludlum  Inds           757              695         307  192 

ASARCO                                  785              703         186  239 
Ashland  OU                                32              115         220  76 
Associated  Dry  Goods                 909              895         978  246 
Athlone  Industries                     524              574         285  192 
Atlanta  Gas  Light                       811              770         729  209 

Allegheny  Power                   830              891         948  217 
Allen  Group                          643              359         314  73 
Allied  Chemical                    842              802         489  198 
Allied  Products                      997              974         596  156 
Allied  Stores                         667              494         848  246 

Atlantic  Richfield                      286              153         232  76 
A-T-O                                      661              445         308  156 
Auto  Data  Processing                  183              215         452  252 
Avco                                        146                12           73    112,  156 
Avery  International                    656              492         942  148 

Allied  Supermarkets             1034             1004        1001  230 
Allied  Van  Lines                   901              849         551  213 
Allis-Chalmers                     741               76         264  159 
Alcoa                                  431               135         518  84 
AM  International                   991              927         452  252 

Avnet                                      227              351          115  140 
Avon  Products                            29              586         799  187,248 
Avondale  Mills                          958              921         791  200 
Bache  Group                             848              431          154  103 
Baker  International                     138               102         172  152 

AMAX                                   617               607          620  239 
Amdahl                                145              966         492  250 
Amerace                               711              839         704  148 
Amerada  Hess                       212              371           61  76 
American  Airlines                 913                **         754  144 

Baldwin-United                         122              248         119  112 
Ball  Corp                                  541              426         618  242 
Bally  Manufacturing                  125              157          47  227 
Baltimore  Gas  &  Elec                817             860         820  217 
BanCal  Tri-Sute                        827              398         457  118 

American  Bakeries                 901                 **         616  206 
American  Brands                   307              512         426     97,  159 
Amer  Broadcasting                 141               100         335  255 
American  Can                      765             331         825  242 
American  Cyanamid               707              822         703  187,198 

BancOhio                                 904              866         758  118 
Bangor  Punu                             329                             62  156 
Bank  of  New  York                      732              808         726  118 
BankAmerica                           351              412         731  118 
Bankers  Trust  N  Y                      748              749         466  118 

American  Elec  Power             814              903         933  217 
American  Express                 236             303         817  112 
American  Family                     80              255         747  127 
Amei  can  Financial                  70                87           **  112 
American  General                  308              214         286  127 

Barnes  Group                            298              237         250  73 
Bausch&Lomb                         208              156         159  130 
Baxter  Travenol  Labs                 406             213         724  130 
Beatrice  Foods                           410              608         938  206 
Beckman  Instruments                 532              176         238  140 

American  Greetings               573              608         651  227 
Amer  Hoist  &  Derrick            583              535         419  152 
American  Home  Products         27              542         890  244 
Amer  Hospital  Supply             523              360         565    130,  232 
American  Intl  Group              103               172         478  127 

Becton,  Dickinson                     580              507         716  130 
Belco  Petroleum                         160              185           50  76 
Bell  &  Howell                           987              964         415  252 
Bemis                                      825              611         428  242 
Bendix                                     476              394         524     73,  159 

Amer  Maize-Products             886              869         635  206 
Amer  Medical  Intl                 453              212           15  130 
American  Motors                 1015              979         929  71 
American  Natl  Ins                 684              298         448  127 
Amer  Natl  Resources              624              834         571  209 

Beneficial  Corp                          737              864         746  112,248 
Bergen  Brunswig                       862               18         171  232 
Berkshire  Hathaway                  551               88          29  127,156 
Best  Products                              42                20         207  248 
Bethlehem  Steel                       988             970         880  190 

American  Petrofina                499              735         436  76 
American  Standard                 126                 6         163  156,234 
American  Stores                    200              142         659  248 
American  Tel  &  Tel               709              667         829    140,  225 
AmeriTrust                          808              708         695  118 

Big  Three  Industries                   319              167         309  148 
Big  V  Supermarkets                   149               93         161  230 
Bird  &  Son                                653              865         994  234 
Black  &  Decker                         452              436         901  86 
Blount                                      174              280         130  203 

AmeteK                                Z04              Joo         Zd4  i4o 
AMF                                   676              889         762    156,  227 
Amfac                                 850              888         404  156 
AMP                                     67              206         409  138 
Ampex                                 587                             69  140 

Blue  Bell                                    97              106         577  200 
Boeing                                      135                26           48  135 
Boise  Cascade                          672                4         556  234,241 
Borden                                     705              584         834  206 
Borg- Warner                              635              409         378     73,  159 

Amstat                                738              856         564  206 
Amsted  Industries                 202              184         218  152 
Anchor  Hocking                    667              635         715  242 
Anderson,  Clayton                 782              485         680  223 
Anheuser-Busch  Cos              500              661         928  216 

Borman's                                  972                           546  230 
Boston  Edison                           889              900         886  217 
Braniff  Intl                              1012              979         999  144 
Briggs  &  Stratton                       133              536         779  148 
Bristol-Myers                             169              478         663  244 

Profitability:  5-year  return  on  equity.  Growth:  5-year  compounded  annual  eamings-per-share  growth. 
Stock  market:  5-year  price  change.    •'Not  ranked. 
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JVC  gives  you  a  multiple  choice. 


Video  IS  no  longer  a  mysterious  new 
medium.  Thousands  of  businesses  are  using 
it  to  mal^e  their  operations  more  efficient,  their 
communications  more  dynamic.  The  appli- 
cations are  virtually  endless,  and  the  choices 
are  many 

JVC,  a  company  that's  built  its  business 
on  Business,  has  the  choice  of  products 
and  the  experienced  dealers  to  help  you 
bring  the  benefits  of  video  to  your  company 
in  a  cost-efficient  manner 

Color  cameras,  recorders,  players,  mon- 
itors, editing  systems  ,,  JVC  has  a  choice  of 
all  of  them  A  choice  of  sizes,  a  choice  of 
features  to  meet  your  requirements. 

And,  just  as  important, 
JVC's  Professional 
Video  Dealers  are  true 
professionals.  They 
specialize  in  business 
uses  of  video,  not 
entertainment.  So  you 
can  trust  them  to  give 
you  practical  advice, 
based  on  years  of  ex- 
perience with  com- 
panies of  all  sizes 


us  JVC  Corp  Dept,  F  1/5/81 
41  Slater  Drive,  Elmwood  Park,  New  Jersey  07407 

□  Please  have  a  representative  call 

ij  I  dfln'l  want  to  talk  yet  Just  send  literature 


Name- 
Title— 


Company. 

Address  

City  

state  


.Zip_ 


Phone- 


— I  Start  profiting  from  video  now  Talk  to 

a  JVC  Dealer  Ask  for  our  useful  application 
bulletins.  Or  send  for  our  handy  folder  that 
describes  the  full  line  of  JVC  Professional 
Video  Products  Return  the  coupon,  or 
phone  toll-free:  800-821-7700,  Ext.  7005 
(In  Missoun  800,-892-7655.  Ext  7005) 


Your  choice. 


us  JVC  CORP 


TV  Reception  Simulated 
«,  !9aOUSJVCCot|i 


Where  to  find  the  company 


Rank 

Rank 

Industry 
Stock  survey 

Company                           Profitability  Growth    market  page 

Industry 

Stock  survey 

Company                              ProKtability    Growth  market  page 

Brockway  Glass                     837              754         841  242 
Brooklyn  Union  Gas               681              761         699  209 
Brown-Forman  Dist                420              356         139  216 
Brown  Group                        590              573         456    200,  248 
Browning-Ferris  Inds              587              542         141  148 

Clark  Equipment                        515              590         671  71,152 
Clark  Oil  &  Refining                    51                48           90  76 
Cleveland  Elec  Ilium                 708             868         920  217 
Clorox                                     275              727         875  86 
Cluett,  Peabody                         870              195         685  200 

Bruno's                                  84                84           40  230 
Brunswick                            852              847         657    156,  227 
Bucynis-Erie                         329              262         689  152 
Bunker  Ramo                        762                11           33  140 
Burlington  Inds                     915              783         956  200 

CNA  Financial                         162                          240  127 
Coastal  Corp                                             637           ••  76 
Coca-Cola                                 141              558         952  216 
Coca-Cola  Bottling  NY                964              953         836  232 
Colgate-Palmolive                      619              785        1013     86,  187 

Burlington  Northern               946              143         165  92 
Burroughs                             571              427        1003  250 
Business  Men's  Assur             460                44         204  127 
Butler  Manufacturing             441               581         469  234 
Cabot                                211               53          30  198 

Collins  &  Aikman                      787              792         961  200 
Colonial  Penn  Group                  104              344        1011  127 
Colt  Industries                          325              382         290  192 
Columbia  Gas  System                 705              794         507  209 
Columbia  Pictures                       4                ••           53  227 

Caesars  World                       690              112            4  227 
Cal-Maine  Foods                    943              733         760  232 
Caldor                                   85               159         168  246 
Cameron  Iron  Works              180              138           56  152 
Campbell  Soup                     512             640         840  206 

Combined  Intematnl                 184             513         501  127 
Combustion  Engnmg                  218              235         128  148 
Commercial  Metals                   786             896         272  239 
Commonwealth  Edison               882              907         995  217 
Commonwealth  Oil  Rfg             1016              979        1017  76 

Campbell  Taggart                 340             460         638  206 
Cannon  Mills                        906              569         459  200 
Capital  Cities  Commun          181               173         258  253 
Capital  Holding                     646              554         900  127 
Carnation                             373              501         908  206 

Computer  Sciences                     11                          131  252 
ConAgra                                    56                 9           75  223 
Cone  Mills                                338               118         392  200 
Connecticut  General                  414              388         581  127 
Conoco                                    222              253         339  76 

Carolina  Pwr  &  Lt                  784              858         878  217 
Carpenter  Technology            354              244         146  192 
Carson  Pirie  Scott                  716              379         401  246 
Carter  Hawley  Hale                703              795         902  246 
Castle  &  Cooke                     850              779         737  206 

Consolidated  Edison                   805              594         591  217 
Consolidated  Foods                   496             580         748  206 
Consol  Freightways                    165              243         628  213 
Consol  Natural  Gas                    661              571         375  209 
Consolidated  Papers                  243              161         280  241 

Caterpillar  Tractor                 247              473         665     71,  152 
CBI  Industries                       225              534         345  148 
CBS                                     152              412         765  255 
Ceco                                    920              928         676  234 
Celanese                              754              363         702  198 

Consumers  Power                      782              765         861  217 
Continental  Airlines                  951              131         540  144 
Continental  Corp                      522             327         750  127 
Continental  Group                     685              487         692  242 
Continental  niinois                    474              541         532  118 

Centex                               118              104         100  203 
Central  &  South  West             610              803         965  217 
Central  Dlinois  Lt                  871              917         937  217 
Central  Dl  Pub  Svc                 76S              886         916  217 
Central  Louisiana  Engy           188              336           85  209 

Continental  Tel                        623             789         736  225 
Control  Dau                           908             376         164  112,250 
Cook  United                            973                 1         283  246 
Cooper  Industries                       107              114         103  148 
AdolphCoors                           703             711         949  216 

Central  Soya                         734              751         784  223 
Central  Steel  &  Wire              664              552         281  192 
Central  Tel  &  Utils                392              648         718  225 
Certain-teed                          721              613         844  234 
Cessna  Aircrah                      402              416         292  135 

Copeland                                218              424         328  138 
Copperweld                               652              826         717  192 
Coming  Glass  Works                  511              330         530  140,159 
C  PC  International                     288             470         572  206 
Crane                                       417              611         376    159,  192 

CPS  Continental                   896             881         989  232 
Champion  Intl                      512              620         646  234,241 
Champion  Spark  Plug             563              861         963  73 
Charter                                   8                32           81  76 
Chase  Manhattan                  821              800         570  118 

Crocker  National                       493              510         523  118 
Cross  &  Trecker                                          68  148 
Crouse-Hinds                            178              276         125  138 
Crown  Central  Petroleum            69               35          43  76 
Crown  Cork  &  Seal                    433              354         475  242 

Chemical  New  York               754              730         666  118 
Chesebrough-Pofld's               237              525         797  187 
Chic  &  North  Western             65              231           12  92 
Chic  Pneumaric  Tool              942              943         918  148 
Chromalloy  American            397              650         323  156 

Crown  Zellerbach                      752              734         551  241 
Crum  &  Forster                         174              204         343  127 
CSX                                           *♦              767           •*  92 
Culbro                                    1018              979         982  97 
Cullum  Companies                   300               96          41  230 

Chrysler                             1030              979         974  71 
Chubb                                 290              222         796  127 
Cincinnati  G  &  E                  712             855         925  217 
Cinciimati  Milacron               267                34           20  148 
Circle  K                                199              317         124  230 

Cummins  Engine                  .546             219         601  73 
Curtice-Bums                          324             483         508  206 
Curtiss-Wright                         803              125         298  159 
Cyclops                                    953              748         329  192 
Dan  River                                 890                41         365  200 

Citicorp                               474              564         971  118 
Cities  Service                        617              449         149  76 
Citizens  &  Southern  NB          949              947         662  118 
City  Investing                       483              309         197  156 
City  Stores                          1031             1004         386  246 

Dana                                        285              346         753  73 
Dart  &  Kraft                                             540  206 
Data  General                           150               62         417  250 
Dayco                                      477              546         512  156 
Dayton  Power  &  Light                869              916         976  217 

ProBtability:  5-year  return  on  equity.  Growth:  5-year  compounded  annual  eamings-per-share  growth. 
Stock  market:  5-year  pnce  change.    "Not  ranked. 
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"I  lovjBTWMs  L-lOU  because  it's 
today's  most  advanced  widebody. 

\bu'll  love  it  because 
it's  the  smoothest  plane  in  the  air." 

*  -J.E.  Frankum,  TWA  Chief  Pilot 


Captain  J.  E  Frankum 


Captain  Russell  Drosendahl 


Captain  Roger  Lahn 


Captain  Curtis  Rogers 


As  a  passenger  you'll  love  the  L-lOlIs 
smoothness.  It's  the  only  widebody  with  a  flying 
horizontal  stabilizer,  which  contributes  to 
smoother  takeoffs  and  helps  "flatten  out" 
turbulence.  It's  the  smoothest  on  landing,  too. 

You'll  also  love  the  roominess  of  the  L-1011. 
The  passenger  cabin  is  wider  than  the  average 
living  room. 

But  there's  another  side  to  the  L-1011  that 
makes  it  the  favorite  plane  of  our  pilots. 

"  It's  the  first  widebody  with 
all  weather  certification." 

—Captain  Russell  Drosendahl 

The  L-1011  is  the 
only  widebody  with 
direct  lift  control 
(automatic  adjust- 
ment of  lift  and  pitch). 

It  has  a  4-part 
autoland  system, 
whereas  most  wide- 
bodies  have  a  less 
sophisticated  2-part 
autoland  system. 

And  it  has  highly  advanced  instrumentation. 
All  of  which  give  it  superior  landing  capabilities. 

That's  why  the  L-1011  is  the  first  widebody  to 
be  granted  Category  IIIA  clearance,  certifying  its 
ability  to  land  in  all  weather 

"  The  autopilot  is  the  best 
in  the  business." 

—  Captain  Roger  Lahn 

The  L-lOll's  computerized  autopilot  works  to 
provide  the  smoothest  flight  possible,  and  is  the 
most  advanced  of  any  aircraft. 

In  fact,  it's  regarded  throughout  the  airline 


industry  as  the  finest  autopilot  in  use  today. 

"  The  L-1011  grew  out  of  the 
SST  and  Apollo  programs." 

—  Captain  Curtis  Rogers 

The  L-1011  is  unique  in  another  way,  too. 
Much  of  its  technology  was  derived  from  the  SST 
and  Apollo  programs.  That's  why  the  L-1011  is  so 
much  more  advanced  than  other  widebodies. 

We  take  care  of  vou  so  you 
can  take  care  ofousiness. 

At  TWA  we  appreciate  that  as  a  business 
traveler  you  need  to  arrive  feeling  rested  and 

ready  to  go.  So 
on  our  L-lOll's 
we  do  everything 
we  possibly  can  to 
ease  your  way  and 
help  make  those 
long  flights  seem 
shorter 

So  make  it  your 
business  to  fly  TWA's 
L-1011,  the  world's 
most  advanced  and  smoothest  widebody. 

The  American  Express  '  Card. 
The  smooth  way  to  travel. 

The  American  Express  Card  is  welcomed 
around  the  world  for  almost  every  travel  and 

entertainment  expense.  It  also 
gives  you  access  to  conveniently 
located  Travelers  Cheque 
Dispensers.  To  enroll  in 
the  Travelers  Cheque^ 
Dispenser  Program,  or  to  apply  for  a 
Card,  call  800-528-8000  toll-free. 


You're  going  to  like  us 
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L/ayion-nuunon                     11/                /a         ji/  ^^hu 
Dean  Foods                           194                90           86  206 
Dean  Witter  Reynolds             582              718         270  103 
Deere                                  412              517         481  71 
DEKALB  AgResearch              392              423         586  223 

Vv.Cfll.n                                        614                 271           2S^  148 
Exxon                                      351              631         433  76 
Fairchild  Industries                      90                30           17  135 
Farm  House  Foods                      220              250         151  232 
Farmers  Group                           197              260         602  127 

n<>lfTiarv'i  Pnwi-r  &  1  t                 825                  887            849  217 

Delta  Air  Lines                      428              475         560  144 
Deluxe  Check  Printers             67              320         416  253 
DennisonMfg                       468              472         319  148 
Denny's                                189               192         835  227 

Fed-Mart                               1006             978       1010  246 
Federal  Co                                439              284         350  206 
Federal  Express                                             5           ••  144 
Federal-Mogul                           277              117         226  73 
Fedl  Natl  Mortgage                     674              837         934  112 

Dptinfn                                  660               238          356  234 
Detroit  Edison                       895              882         881  217 
DETROITBANK                    669              665         633           11 K 
Dexter                                 258               197         169  198 
Diamond  IntI                        771              857         768  242 

Fp(l<>ral  Paner  Hoard                        677                 743           340            74 1 
Federated  Dept  Stores                 564              647        1008  246 
Ferro                                        480              649         590  198 
Fidelcor                                    984              971         939  118 
Fieldcrest  Mills                          481               240         502  200 

niamiind  ^hamrnrk                   159                 398           648  198 
Dibrell  Brothers                     734              588         439  223 
Di  Giorgio                            900              462         288    206,  232 
Digital  Equipment                 350                65         402  250 
Dillard  Dept  Stores                890             821         853  246 

Fircstnnp                                        1000                 97'>         1020  73 
First  Bank  System                      546              637         850  118 
First  Boston                               598              833         444  103 
First  Charter  FinI                       644              491         619  106 
First  Chicago                             862              842         898  118 

nillinvham                               903                577          362            1 59 
Dillon  (  ompanies                  114              267         855  230 
Walt  Disney                          712              321         801  227 
R  R  Donnelley  &  Sons            541               465         509  253 
Dorchester  Gas                       38                67           63  76 

First  IntI  Bshs                            375              488         611  118 
First  Natl  Boston                        794              745         621  118 
First  Natl  Supermkts                  694              922  230 
First  Pennsylvania                     1007              979        1027  118 

Dorscy                               655              268         227  242 
Dover                                    88              225         107  234 
Dow  Chemical                      206              524         945  198 
Dow  Jones                            38             437         352  253 
DPF                                  319                          612  206 

Fir«t  Wi«rnn«in                               877                 747           567  118 
Fischbach                                 642              804         690  203 
Fisher  Foods                              962              963         954  230 
Fisher  Scientific                         595               147         180  148 
Fleetwood  Enterprises                768              778       1000  227 

Dravo                                  661               582         305  203 
Dresser  Industries                  252              250         230  152 
Duke  Power                          688              692         887  217 
Dun  &  Bradstreet                    78              497         410  253 
ElduPont                           467              593         793  198 

Fli'minp  Cnmnanip«                          \M                   ^19^            XX\  919 

Flickinger                                 552              501         495  232 
Florida  Power                            717              806         818  217 
Florida  Power  &  Lt                     717              771         810  217 
Flowers  Industries                      255              349         216  206 

Duquesne  Light                     893              945         955          2 1 7 
Dynalectron                          927              836           92  203 
E-Systeins                             181               132           80  135 
Eagle-Picher  Inds                   441              560         557  148 
Earth  Resources                      45              111          118  76 

Fliinr                                             108                  82            88  203 
FMC                                        649              529         594  159 
Food  Fair                                 1032              979         979  230 
Food  Town  Stores                       17               54         122  230 
Foodarama  Supermkts                 948                "         853  230 

Easco                                   583              793         828  73 
Eastern  Air  Lines                   860                "         391  144 
Eastern  Gas  &  Fuel                 696              738         450  76 
Eastman  Kodak                      278              689         972  227 
Eaton                                   433              565         607  73 

Ford  Miitfir                                      fino                 714           <)K4  71 
Foreinost-McKesson                   415              666         342  232 
Fort  Howard  Paper                       89              207         414  241 
Foster  Wheeler                           147              119           23  148 
Foxboro                                    552               189         241  148 

Echlin  Manufacturing             325              522         719  73 
JackEckerd                           281              295         642  248 
Economics  Laboratory             384              421         874  86 
Edison  Bros  Stores                 111              208         491  248 
EG&G                                 82              126          58  140 

Frederick  &  Herrud                    750              893         362  223 
Freeport  Minerals                       261              414           74  198 
Frontier  Airlines                       155              149         173  144 
Fruehauf                                 525             455         649  71 

El  Paso                                   855               940          398  709 
Electronic  Data  Syst               170              739         277  252 
Emerson  Electric                    213              459         734  138 
Emery  Air  Freight                     16               467          981  144 
Emhart                                 374              354         514  148 

rUl|Ua  UlUUNincS                                         JtO                           iM               ^^-j                 X  CTO 

GAF                                      989             967         800  159 
Gannett                                    223              304         554  253 
Garfinckel  Brooks  Bros               633              699         604  246 
Gas  Service                               843              843         843  209 

Emoire                                 503              311           21  76 
Engelhard  Minerals                  31               113           98  239 
ENSERCH                            465              741          196  209 
Entex                                    55                94         228  209 
Envirotech                          994              972         833  148 

GATX                                      881              902         545  152 
GEICO                                      63                *•         644  127 
Gelco                                     102               57          97  213 
General  Cinema                       262             357         318  227 

Equifax                                300              852         742  253 
Equitable  of  Iowa                   791               501         626  127 
Esmark                                818              835         490  159,223 
Ethyl                                   366              602         430  198 
Evans  Products                     298               28         143  234 

General  Dynamics                      504              272           91  135 
General  Electric                         237              545         674     86,  138,  \i 
General  Foods                            364              454         775  206 
General  Host                             965              969         519  223 
General  Instrument                    444                50           19  140 

Profitability:  5-ycar  return  on  equity.    Growth:  5-ycar  compounded  annual  earnings-per-share  growth. 
Stock  market:  5-ycar  price  change.    ''Not  ranked 
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There's 
simply  no 

better  way  to 

automate 
your  office. 


If  you're  taking  steps  to 
automate  your  business,  here 
are  two  ways  to  take  a  lot  of 
steps  at  once. 

Wang  Office  Information 
Systems  and  the  Wang  VS 
family  of  computers. 

While  most  systems  on  the 
market  perform  one  or  two  functions, 
Wang  office  systems  can  do  it  all  -  data 
processing,  word  processing,  elec- 
tronic mail  and  telecommunications. 

What's  more,  Wang  systems  let  you 
integrate  these  functions  to  maximize 
your  productivity.  So  a  single  operator 
can  move  from  checking  invoices  to 
composing  correspondence,  to 
editing  documents,  to  revising  data 
files,  to  accessing  host  data,  to  distrib- 
uting messages  and  memos- and 
plenty  more.  All  from  a  single  multi- 
function workstation. 

Choose  the  VS  if  data  process- 
ing is  the  main  thrust  of  your  office 
automation  plans.  Or  a  Wang  Office 

'Cj  1980  Wang  Laboratories,  Inc  ,  Lowell,  MA  01851 


You  simply  can't  do  better 
Let's  face  it:  what  you're 
looking  for  in  an  office  auto- 
mation tool  is  productivity 
For  now  and  later 

And  productivity  is  what 
Wang  is  all  about. 

i  want  to  put  it  all  together. ~' 
Tell  me  more  about  Wang 
office  automation  systems. 


Information  System  ^  if  word  pro- 
cessing is  your  primary  need.  Either 
way,  you  won't  find  a  comparable 
system  anywhere  with  this  much 
integrated  capability  and  this  much 
simplicity  at  tfne  workstation  level. 


Send  to:  Wang  Laboratories,  Lowell.  MA  01851 
(617)  459-5000 

MAI /Ft  1 


WANG) 


Making  the  world  mora  productiva. 
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General  MUIs                        322              406         905  206 
General  Motors                     426              736         930  71 
General  Public  Utils               919              933        1028  217 
General  Re                            153              139         622  127 
General  Refractories             1004              979         732  148 

Hilton  Hotels                            148                90           96  227 
Edward  Hines  Lumber                 945              884         580  234 
Hobart                                     538              725         866  148 
Holiday  Inns                             814              716         500  227 
Holly  Corp                                 70                59           42  76 

General  Signal                       468              290         234  148 
General  Tel  &  Elec                 585              719         766  140,225 
Genl  Tire  &  Rubber              841              766         650  73,159 
Genesco                             1022             1004         764    200,  248 
Genuine  Parts                      208             377         735  73 

Honeywell                                656              439         253    140,  250 
Hoover                                     752              790         599  86 
Hoover  Universal                       155              316         497  73 
George  A  Hormel                       489              443         431  223 
Hospital  Corp  of  Am                   303               186           65  130 

Georgia-Pacific                      345              476         809    234,  241 
Geosource                            143               109         101  152 
Gerber  Products                     506              660         776  206 
Getty  Oil                              413              245         297  76 
Giant  Food                           510              536         471  230 

Host  International                      232              231         515  227 
Household  Finance                    558             706         782    1 1 2,  246 
Houston  Industries                     577              696         741  217 
Houston  Natural  Gas                   66              110         324  209 
Houston  Oil  &  Minerals                 5                27           72  76 

Gibraltar  Financial                 639              357         259  106 
GiHord-Hill                          648              592         210  234 
Gillette                                380              823         891  187 
Gino's                                 974              962         872  227 
Girard                                  760              746         641  118 

Howell                                       13              152         380  76 
Hughes  Tool                             343              164         235  152 
Humana                                 136               63            6  130 
E  F  Hutton  Group                       91              165          77  103 
Hyster                                    206              105         183     71,  152 

GK  Technologies                   405              386         134  140 
Godfrey                                531              510         284  230 
Goldblatt  Brothers                1021              979         947  246 
Golden  West  Finl                   101               198         195  106 
B  F  Goodrich                         955              756         627  73 

IC  Industries                             888              498         438     92,  1 56 
Ideal  Basic  Inds                          349              402         372  234 
Idle  Wild  Foods                          240              287         246  223 
Ulinois  Power                            715              872         987  217 
Ulinois  Tool  Works                    333              479         668  148 

Goodyear                             912              894         922  73 
Gordon  Jewelry                     483              326         559  248 
Gould                                  491               526         655  138 
WR  Grace                            639              741         330  156,198 
WW  Grainger                       251              286         589  138 

Imperial  Corp  of  Am                 463             260         269  106 
INA                                         506              410         531  127 
Inco                                         907              946         864  239 
Indianapolis  Pwr  &  Lt                575             796         804  217 
Ingersoll-Rand                           598              782         744  148 

Graniteville                          899              879         823  200 
Gray  Drug  Stores                   857              768         574  248 
Great  Atl  &  Pac  Tea              1014             1004        1014  230 
Gt  Northern  Nekoosa             534              444         423  241 
Gt  Western  Financial              569              336         400  106 

Inland  Steel                             905             877         946  190 
Insilco                                     417              531         236  86 
Intel                                          41                40         184  140 
Interco                                     552              662         697  200 
Interlake                                   934              908         723          192  , 

Greyhound                           673              811         739    213,  223 
Grumman                           701                          371  135 
Gulf  &  Western  Inds              278              307         636  156 
Gulf  Oil                               631              650         349  76 
Gulf  Resources  &  Chem         871              939         510  239 

IBM                                         164              498         691  250 
Intl  Flavors  &  Frag                     129              329         865  187 
Intl  Harvester                            918              717         693  71 
Intl  Minerals  &  Chem                226              364         348  198 
Intl  Multifoods                          687              681         600  206 

Gulf  States  Utils                    756              867         893  217 
Gulf  United                          565              713         287  127 
Halliburton                           144              146         217  203 
Hammermill  Paper                823              584         543  241 
Handy  &  Harman                  202              301           38  239 

International  Paper                     533              549         958  241 
Intl  Tel  &  Tel                            839              830         624  156 
InterNorth                                282              384         296  209 
Interpace                                  740              494         579  234 
Interpublic  Group                       134              230         192  253 

Hanna  Mining                       677              643         968  192 
Haimaford  Bros                     456              605         539  230 
Hanover  Insurance                 173               154           39  127 
Harcourt  Brace  Jovan              530              672         647  253 
Hardee's  Food  Systems            242                58         175  227 

Iowa  Beef  Processors                  215              246          99  223 
Irving  Bank                               659              583         446  118 
lU  International                           •*               121  156 
James  River  Corp  Va                    61                79         191  241 
Jefferson-Pilot                            616              531         860  127 

Hamischfeger                        914              911         778  152 
Harris  Bankcorp                    856              814         867  118 
Harris  Corp                           256                78           68    140,  148 
Harsco                                 380              453         403  148 
Hart  Schaffner  &  Marx            898              688         537  200 

Jewel  Companies                       736              714         569  230 
Jim  Walter                                500              654         913  234 
Johns-Manville                          816              685         770  234 
Johnson  &  Johnson                     280              440         786  130 
Johnson  Controls                       263              171          140  148 

Hartfield-Zodys                    596               ••         660  246 
Harvey  Hubbell                    430             636         455  138 
Heck's                                 294              274         300  246 
G  Heileman  Brewing               44               85          36  216 
H  J  Heinz                             497              319         677  206 

Jonathan  Logan                      •  1017              979         879  200 
Earle  M  Jorgensen                      369              445         245  192 
Joy  Manufacturing                      537              379         503  152 
Kmart                                     312              308        1007  246 
Kaiser  Alum  &  Chem                 448               192         493  84 

Walter  E  Heller  Intl                630              753         951  112 
Hercules                              639              687         899  198 
Hershey  Foods                       325              416         701  206 
Heublein                              454              663         992  216 
Hewlett-Packard                    306              200         422    140,  250 

Kaiser  Steel                               897              786         656  190 
Kane-Miller                               978              955         927  206 
Kaneb  Services                            87              335         189  76 
Kansas  City  Pwr  &  Lt                 874              885         907  217 
Kansas  Power  &  Light                 680              815         819  217 

Profitability:  5-year  return  on  equity.    Growth:  5-year  compounded  annual  earnings-per-share  growth. 
Stock  market:  5-year  price  change.    **Not  ranked. 
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Here's  why  nearly  100  percent  of 
America's  cross-country  electricity 
is  transmitted  by  aluminum  today. 


Almost  100  percent  of  America  s  cross-country  power  Here  are  the  four  most  efficient  conductors,  with  each 

lines  are  made  of  aluminum.  And  when  you  compare  bar  of  metal  sized  to  carry  the  same  amount  of  electricity, 

the  four  metals  that  conduct  electricity  most  efficiently,  As  you  can  see,  only  the  copper  and  aluminum  are 

you  can  see  why  aluminum's  the  overwhelming  choice.  reasonably  priced* 

*Based  on  average  metal  prices,  week  ending  July  25.  1  980, 


Because  aluminum  is  less  expensive,  more  abundant  America's  need  for  electrical  power  is  sure  to  grow  in  the 

and  lighter  to  put  in  place  than  copper,  it  helps  utilities  future.  And  Alcoa"  aluminum  will  still  be  there—  helping 

keep  down  the  cost  of  the  electricity  you  use.  to  carry  our  electrical  energy  efficiently  and  economi- 

cally. For  more  information,  write  Alcoa,  .521-A  Alcoa 
Building,  Pittsburgh,  PA  15219. 


We  can't  wait  for  tomorrow. 
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Kaufanan  &  Broad                  790                75         458  Z03 
Kay                                       59                14           13  223 
Kellogg                                  57              405         868  206 
KeUwood                              760              750         856  200 
KeUy  Services                         54              127           66  252 

Maryland  Cup                           571              323         274  242 
Masco                                      110              224         625  234 
Masonite                                552             597         608  234 
Massey-Ferguson                     1023             979       1029  71 
Mattel                                      123                            153  227 

Kemper                              127              116         197  127 
Kennecott                           986             961         808  238 
Kentucky  Utilities                 910              930         935  217 
Kea  Glass  Mfg                      738              281         881  242 
Kerr-McGee                          605              601         698  76 

May  Dept  Stores                        636              599         932  246 
Oscar  Mayer                            603             724         821  223 
Maytag                                    62             628         870  86 
MCA                                       186              217         388  227 
McCormick                             490             481         710  206 

Keystone  Consolidated          1008              979         996  192 
Keystone  Foods                       92              178         242  223 
Kidde                                   558              494         325  156 
Kimberly-Clark                     283              203         634    187,  241 
King  KuUen  Grocery               929              684         505  230 

McDermott                               471              559         393  203 
McDonald's                               109              173         940  227 
McDonnell  Douglas                  679             720         261  135 
McDonough                              446              514         237  200 
McGraw-Edison                         612              518         533  138 

Kings  Dept  Stores                  339              566         846  246 
Knight-Ridder  News              417             299         423  253 
Knudsen                               792              754         513  206 
Koppers                                494              520         474  159 
Kroger                                 580              291         334  230 

McGraw-Hill                             249              266         229  253 
McLean  Trucking                     733             876       1009  213 
McLouth  Steel                         1011              979        1024  192 
Mead                                     224              183         361  241 
Mellon  National                        806              675         713  118 

Kuhn's-Big  K  Stores                956              954        1016  246 
Laclede  Gas                          681              764         777  209 
Lane  Bryant                          794              825         598  248 
Lear  Siegler                           124                66           76    140,  156 
Leaseway  Transportation         128              388         435  213 

Melville                                     53              209         405    200,  248 
Memorex                                  151                 "         470  250 
Mercantile  Bancorp                    594              757         756  118 
Mercanrile  Stores                      600             640         988  246 
Mercantile  Texas                       294              396         366  118 

Levi  Strauss                            18                45         147  200 
Levitz  Furniture                    577              367         562  248 
Libbey-Owens-Ford               700             828         760  73 
Liberty  Natl  Life                    714              650         919  127 
Eli  Lilly                                190              551         745  244 

Merck                                     86             519         730  244 
Meredith                                  369                29         111  253 
Merrill  Lynch                          515              639         291  103 
Metromedia                                40                55           51  255 
Fred  Meyer                              450             394         278  230 

Lincoln  National                   690              492         592  127 
Liquid  Air  of  No  Amer            519              567         673  198 
Litton  Industries                    836                21           18  156 
Lockheed                              105              699         155  135 
Loews                                  132              107         179     97,  227 

MGM  Grand  Hotels                    130              101           "  227 
Michigan  National                     440              533         568  118 
Middle  South  Utils                     771              871         911  217 
Midland-Ross                            457              254         279  148 
Milton  Bradley                          245              216         123  227 

Lone  Sur  Industries              566             448         303  234 
Long  Island  Lighting               653              853         847  217 
Longs  Drug  Stores                  166              342         871  248 
Longview  Fibre                      423              631         289  242 
Louisiana  Land                       79              644         310  76 

Minnesota  Gas                          508              729         774  209 
Minn  Mining  &  Mfg                   166              461         769  159 
Mission  Insurance                        23                46           32  127 
Missouri  Pacific                           74              282         158  92 
Mitchell  Enrgy  &  Dev                  14               63            3  76 

Louisiana-Pacific                   401              507         322    234,  241 
Louisville  Gas  &  Elec             861              899         926  217 
M  Lowenstein                       995              950         709  200 
Lowe's  Companies                 296              549         973  232 
LTV                                    796              331         452    156,  190 

Mobil                                       354              441         212  76 
Modem  Merchandising               260              242         563  248 
Mohasco                                   969              942        1004  86 
Monfort  of  Colorado                  1020              979         924  223 
Monsanto                                 695              769         876  198 

Lubrizol                                 75              325         468  198 
Lucky  Stores                         112              570         811  230 
Lukens  Steel                         929              831         645  192 
Macmillan                          1010              979         231  253 
RHMacy                             447              264         315  246 

Montana  Power                        877             918         787  217 
Moore  Corp                               334              676         970  252 
Moore  McCormack  Res               397              220         282  213 
|P  Morgan                                520              622         903  118 
Morrison-Knudsen                    472             236          52  203 

Magic  Chef                           834              455         652  86 
Mallinckrodt                         269              282         752  198 
Malone&Hyde                     259              392         504  232 
Manhattan  Industries            1013              979         465  200 
Manufacturers  Hanover          587              645         805  118 

Morse  Shoe                               291                99         160  248 
Morton-Norwich                        821              797         385  244 
Motorola                                  481              365         440  140 
Munford                                   993              973         895  230 
GC  Murphy                              957              915         839  246 

Manufacturers  National          649             683         637  118 
MAPCO                                60              249         700  76 
Marathon  Oil                        293              328         178  76 
Marine  Midland  Banks            959              944         576  118 
Marley                                 235               145         364  148 

Murphy  Oil                               379              375           27  76 
Nabisco                                  283             521         683  206 
Nalco  Chemical                         94             322         544  198 
Nash  Finch                               468              627         759  232 
Nashua                                   391              352         301  252 

Marriott                               546              238         377  227 
Marsh  &  McLennan  Cos           24              345         780  112 
Marsh  Supermarkets              435              310         317  230 
Marshall  Field                       949              934         985  246 
Martin  Marietta                   399              339         144  159 

National  Can                             686              659         369  242 
National  City                            462              624         712  118 
Natl  Convenience  Strs                 138              129           82  230 
Natl  Detroit                              721              677         606  118 
National  Distillers                      698              604         496    159,  216 

Profitability:  5-year  return  on  equity.    Growth:  5-year  compounded  annual  eammgs-per-share  growth. 
Stock  market:  5-year  price  change.    ''Not  ranked. 
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All-steel  8000  Series  Systems  Fur- TT^  i 
niture  not  only  offers  you  the  free-  |-H'f^/2i/lZSk/^ 
dom  to  design  a  totally  new  open     I     I  v_JJl  L  JL 

plan  office ...  it  also  offers  panels  -  Uniaue 

and  componentry  which  combine  with      /      1^  Advantage 
existing  office  furniture.  If  you  have  an      I       l|    with  All-Steel 
investment  in  conventional  furniture  to      V_>^  JL   Furniture  Bas 
consider,  such  a  combination  could      /'^^Vf  System, 
make  real  economic  sense  today       |  '^/^i/^/IX 

It  will  continue  to  make  sense  in   y^:     .     \i    lll^  ■ 
the  future,  too,  as  offices  grow  and       V.— IV^IV^V^  ■•- 
change.  Because  8000  Series  is  a  furniture  based 
system  that  remains  compatible  with  either  traditional 


The  Unique 
Advantage 
with  All-Steel  s 
Furniture  Based 


or  open  office  plans.  So.  the'ffee; 
dom  of  choice  you  get  when  you 
choose  All-Steel  today  is  some- 
thing you  never  really  lose. 

Learn  more  about  All-Steel 
8000  Series  Systems  Furniture,. 
Call  Wayne  Wijkins  at  31 2 '859-2600, 
or  write  for  our  new  brochure; 

Aii-steeiinc,  /ir~ii^rn" 

Aurora,  Illinois   /  k/^^ 

60507.  / 


W 


/ILL- STEEL 

llNf  OF  IMt  (JQJ  l  aMPAMiSr- 


MAKE 


YEAR 


ORIGINAL 
PRICE* 


CURRENT 
VALUE" 


RETAINED 
VALUE 


BMW  5  SERIES 


1975 
1976 
1977 
1978 
1979 
1980 


$  9,097 
$10,590 
$12,495 
$14,840 
$15,505 
$20,650 


$  7,486 
$  8,619 
$  9,575 
$11,833 
$15,550 


82.3% 
81.4% 
76.6% 
79.7% 
100.3% 


CADILLAC  SEVILLE 


1975 
1976 
1977 
1978 
1979 
1980 


NOT  MADE 

$12,479 

$13,359 

$14,710 

$16,224 

$20,477 


$  7,247 
$  8,733 
$10,114 
$12,436 


58.1% 
65.4% 
68.8% 
76.7% 


MERCEDES  280E 


1975 

1976 
1977 
1978 
1979 
1980 


$12,756 
$14,296 
$17,114 
$19,711 
$22,943 
$26,193 


$  8,672 
$  9,997 
$12,539 
$14,839 
$19,231 


68.0% 
69.9% 
73.3% 
75.3% 
83.8% 


JAGUAR  XJ6 


1975 
1976 
1977 
1978 
1979 
1980 


$13,100 
$14,250 
$16,500 
$19,000 
$20,000 
$25,000 


$  7,342 
$  8,653 
$10,333 
$12,903 
N/A 


56.1% 
60.7% 
62.6% 
67.9% 
N/A 


Perhaps  the  most  fiscally  respon- 
sible way  of  determining  an  auto- 
mobile's intrinsic  worth  is  how  well  it 
performs  on  the  used-car  lot. 

And  according  to  the  1980  Na- 
tional Automobile  Dealers  Association 
Official  Used-Car  Guide,  none  of  these 
luxury  sedans— domestic  or  imported 
-approach  the  BMW  528i. 


The  explanation?  In  spite  of  the 
myriad  of  government  regulations  and 
the  demands  of  the  gas  tank,  the 
engineers  at  BMW  have  been  able  to 
design  a  high-quality,  fuel-efficient 
automobile  that  never  compromises 
the  BMW  conviction  that  extraordi- 
nary performance  and  precision  engi- 
neering are  the  only  rational  motives 


for  purchasing  an  expensive  car 

So  why  invest  in  a  car  that  mere- 
ly offers  the  resale  value  of  a  Cadillac, 
Jaguar  or  Mercedes,  when  you  can 
invest  in  something  considerably  bet- 
ter—a car  that  offers  the  re- 
sale value  and  extraordinary 
performance  of  a  BMW 
THE  ULTIMATE  DRIVING  MACHINE. 


'The  BMW  b2Hi  tif 
and  trip  length  Vi 
Automobile  Dealc 
t'ddprnark  and  logo 


"iicdge  These  fuel  efticieni  v  tit-;iKH' 
lurers'  suggested  advprtiswl  dcli. 
'■[jorts  from  new  and  used  <  rir  df-rih 
AC. 


'urpnses  only  /our  dt.tudi  inilcdge  iridy  Vdrv,  itf;'pt.-ndinfj  un  Si;''"d,  wedihe: 
■I'  hide  taxes,  license,  freight  or  optional  equipment  'January  1980  National 
ritinental  IJ  S  c.  1980  BMW  of  North  America.  Inc  The  BMW 


Compatibility 

Frank  B.  Hall,  the  essential  corporate  protector  is  Compatible 
with  your  insurance  needs.  5300  talented  Hall  pros  in  188  global 
offices  want  to  serve  you.  Gall  now.  We'll  get  along  just  fine. 


Creative  insurance  services.  ^\feVe  got  what  it  takes. 

Frank  RHall&Ca 


!  Hiere  to  find  the  company 


Rank 

Rank 

Industry 
Stock  survey 
>mpany                            Profitability  Growth    market  page 

Industry 
Stock  survey 

Company                              ProBtability    Growth  market  page 

itional  Fuel  Gas                  859              832         675  209 
itional  Gypsum                  632              457         432  234 
Itional  Kinney                   1029              979         757  156 
itl  Medical  Entrprs              389              160            5  130 
itl  Semiconductor                160              120         549  140 

Pan  Am  Worid  Airways               959                ••         827  144 
Panhandle  Eastern                      328              567         203  209 
Parker  Drilling                           100                89           22  203 
Parker-Hannifin                         362              490         337  148 
Parker  Pen                                  77                98         106  227 

Itional  Svc  Inds                  318              586         381  156 
itional-Standard                 852              732         743  192 
Itional  Steel                        947              890         953  190 
Itional  Tea                         996             1004         707  230 
itionwide                           844              482         265  127 

Parsons                                      36                81           24  203 
Pay  Less  Drug  NW                      246              285         293  248 
Pay'nSave                                367              340         802  248 
Peabodylntl                              600              400         209  148 
Peavey                                     721              775         472  223 

itomas                                96                80           35  76,213 
CNB                                  629              679         667  118 
CR                                    329                36         243  250 
ew  England  Electric             729              787         755  217 
ewEnglandG&E               627              726         738  217 

Penn  Central                                               "           *•  156 
Penn-Dixie  Inds                        1024              979         993  234 
Penn  Traffic                              477              421         516  230 
PennCorp  Financial                    787              302         145  127 
I C  Penney                                777              760        1021  246 

Y  Sute  Elec  &  Gas             742             809         858  217 
ew  York  Times                  486             488         266  253 
ewmont  Mining                 569              780         331  239 
iagara  Frontier  Services         115              201         610  230 
iagara  Mohawk  Power          844              878         857  217 

Pa  Power  &  Light                      748             862         885  217 
Penn  wait                                  620              447         798  198 
Pennzoil                                   52             218         135  76 
Peoples  Drug  Stores                   626             234         214  248 
Peoples  Energy                         521              690         355  209 

ICOR                                485              698         449  209 
C  Nielsen                         252              381         555  253 
L  Industries                        779              759           79  159 
LT                                    800              620         678  127 
N                                      233                71           37  127 

PepsiCo                                    179              343         781  216 
Perini                                     922             278         132  203 
Perkin-Elmer                             424              293         219  140 
Petrie  Stores                               47              257         863  248 
Petrolane                                  113              247         112  76 

orfolk  &  Western  Ry            721              275         412  92 
orris  Industries                    275              468         311  234 
orth  American  Coal             411              278         336  76 
orth  Amer  Philips                566              408         483  140 
ortheast  UriUties                883              920         897  217 

Petribone                                  751              515         488  152 
Pfizer                                       363              608         522  244 
Phelps  Dodge                            961              948         767  238 
Phila  Electric                             884              906         894  217 
Philadelphia  Natl                      767             800         684  118 

0  Indiana  Pub  Svc                862              924         990  209 
oSutes  Power                    717              845         904  217 
orthem  Trust                      829              762         785  118 
orthrop                              106                74         113  135 
orthwest  Airlines                926              737         721  144 

PhiUp  Morris                           140             241         525  97 
Phillips  Petroleum                      185              202         389  76 
Phillips- Van  Heusen                   966              788         609  200 
Piedmont  Aviation                    154             263         102  144 
Pillsbury                                   431              378         824  206 

orthwest  Bancorp                517              547         727  118 
orthwest  Energy                 390              590         190  209 
orthwest  Industries             240             250         373  156 
orthwestem  Steel                796              901         912  192 
onon                               465              331         162  148 

Pioneer                                      28               130         121  209 
Pioneer  Hi-Bred  Intl                     97              190         302  223 
Pitney  Bowes                             257                77         320  252 
Pittsburgh  National                    615              642         584  HH 
Pittston                                    656              904         869  76 

orton  Simon                      591              685         914  206 
ucor                                  25               73           14  192 
VF                                    607              653           71    192,  238 
ceidental  Petroleum              50              128         306  76 
gden                                353              418         224  156 

Playboy  Enterprises                   944              925         108  253 
Pneumo                                    549                31          167  230 
Polaroid                                    876              615         884  227 
HK  Porter                                605                97         332  148 
Portland  GenI  Llec                     931              949         944  217 

bio  Casualty                       93              221         484  127 
hio  Edison                          849              918         943  217 
klahoma  Gas  &  Elec            839              910       1002  217 
Wahoma  Natural  Gas            192              300         275  209 
Id  Republic  Intl                   20               49         394  127 

Potlatch                                   495              374         542  241 
Potomac  Elec  Power                  813              817         763  217 
PPG  Industries                          596              485         550    159,  234 
Procter  &  Gamble                      268              548         906  86,187 
Provident  Life  &  Acc                  314              312         485  127 

iin                                  818               69         672  159 
lympia  Brewing                  917              630       14)05  216 
lutboard  Marine                   928              941        1022  227 
Htlet                                  803              671          181  255 
iwens-Coming  Fbrgls            332              229         631  234 

Public  Service  Colo                    894              931         921  217 
Public  Service  Indiana                 527              702         959  217 
Pub  Svc  Elec  &  Gas                    806              839         803  217 
Pueblo  International                   992              979         546  230 
Purex  Industries                         534              691         815  86 

™wens-niinois                     811              619         795  242 
abst  Brewing                       953              937         964  216 
ACCAR                               99               151         262  71 
ac  Gamble  Robinson             787              838         936  232 
acific  Gas  &  Elec                  824              873         816  217 

Purolator                                  674              892         790  73 
Quaker  Oats                              449              407         772  206 
Quaker  State  Oil                        607              851         583  76 
Questor                                    982              932         473  73 
Rainier  Bancorp                         534              365         464  118 

acific  Lighting                     800              763         706  209 
acific  Pwr&Lt                    781              869         794  217 
acific  Resources                   195               133         116  76 
aine  Webber                        558              367         157  103 
amida                                 970              958         826  246 

Ralston  Purina                         416              516         977  206 
Ramadalnns                            939             898         397  227 
Rapid-American                         696                *•          138    200,  246 
Rath  Packing                           1033             1004         639  223 
Raychem                                  558              150         273  138 

Profitability:  5-year  return  on  equity.    Growth:  5-year  compounded  annual  earnings-per-share  growth. 
Stock  market:  5-year  price  change.    "Not  ranked. 
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Where  to  find  the  company 


Rank 

Rank 

Industry 
Stock  survey 

Company                           Profitability  Growth    market  page 

Industi 

Stock  survey 

Company                              Profitability    Growth  market  page 

Raymond  Intl                        347              148         225  10:i 
Raytheon                              157              170         133  135,  140,  156 
RCA                                    365              134         527  112,159,255 
Reeves  Brothers                     577              334         360  200 
Reichhold  Chemicals              941              929         751  198 

Sears  Roebuck                           775              780        1015  112,246 
Seatrain  Lines                          1026             1004         505  213 
Seaway  Food  Town                     422              338         423  230 
Security  Pacific                          517              393         383  118 
SEDCO                                    575              542           78  203 

Reliance  Group                         1                "           25  112 
Republic  Airlines                   776              817         268  144 
Republic  Fin!  Svcs                 243              353         174  127 
Republic  Natl  Life                  461              432           49  127 
Republic  New  York                231              427         110  118 

Service  Merchandise                   22               33         208  248 
Shaklee                                     9               38          84  130 
Shearson  Loeb  Rhoades                 19                17            7  103 
Shell  Oil                                   377              313         117  76 
Sheller-Globe                            779              863         997  73 

Republic  of  Texas                  426              435         558  118 
Republic  Steel                       968              904         830  190 
Resorts  Intl                            12                 8             1  227 
RevcoDS                             196              191         441  248 
Revere  Copper                       831                            462  238 

Sherwin-WUIiams                      979              959         720  234 
Shopwell                                  980              401          156  230 
Sigmor                                     269              523         120  76 
Signal  Companies                      545              256           95  71,156 
Signode                                  492             556         658  148 

Revlon                                 176              295         681  187 
Rexnord                               392              373         451  148 
R  1  Reynolds  Inds                  230              657         588  97 
Reynolds  Metals                    681               187         541  84 
Richardson-Merrell                557              633         587  244 

Singer                                    932               ••         629     86,  156 
Skyline                                    833              935         910  227 
AO  Smith                                877              124         528  73 
Smith  International                    198              169         166  152 
SmithKline                                 21               155         105  244 

Riegel  Textile                        541              297         528  200 
Rite  Aid                               210              179         395  248 
RLC                                      37                 2           57  213 
Roadway  Express                   168              430         838  213 
Robertshaw  Controls              880              723         605  138 

Snap-On  Tools                            83              228         632  73 
Sonoco  Products                        392              315         498  242 
So  Carolina  E  &  G                      773              859         877  217 
Southeast  Banking                     810              817         534  118 
Southern  Calif  Edison                 770              777         694  217 

H  H  Robertson                      633              578         408  234 
AH  Robins                           438              697         873  244 
Rochester  Gas  &  Elec             852              829         832  217 
Rockwell  Intl                        486              617         199    135,  156 
Rohm  &  Haas                       886              854         852  198 

Southern  Company                     866              909         931  217 
So  Natural  Resources                  316              483         247  209 
So  New  England  Tel                   838              771         814  225 
Southern  Pacific                         952              758         614  92 
Southern  Railway                       692              500         538  92 

Rohr  Industries                     998              979         276  135 
Rollins                                 187              506         463  159 
Roper  Corp                           777              288         617  86 
Rose's  Stores                         727              318         407  246 
Royal  Crown  Cos                   538              843         962  216 

Southern  Union                         361              705         354  209 
Southland                                 479              402         722  230 
Southwest  Forest  Inds                 729              434         221    234,  241 
Southwestern  Pub  Svc                 292              701         845  217 
Sperry                                      556              433         593    159,  250 

Ruddick                               593                51         205  230 
Ryan  Homes                         266              530         664  203 
Ryder  System                        162                43         182  213 
Safeco                                  248              136         615  127 
Safeway  Stores                      624              810         975  230 

Sperry  &  Hutchinson                  873              880         346  159 
Springs  Mills                             935              474         582  200 
Square  D                                   115              528         585  138 
Squibb                                     528              728         923  244 
A  E  Staley  Mfg                           512              557         367  223 

Saga                                    701              771         783  248 
St  Joe  Minerals                      525              823         420     76,  239 
St  Louis-San  Fran  Ry              925              451          127  92 
St  Paul  Companies                 158              222         711  127 
St  Regis  Paper                       743              731         807  241 

Sunadyne                                 399              595         344  148 
Standard  Brands                         473              693         967  206 
Standard  Oil  Calif                     358             471         206  76 
Sundard  Oil  Indiana                   315              391         170  76 
Sundard  OU  Ohio                        30                39         114  76 

Sambo's  Restaurants             1028              979        1023  227 
San  Diego  Gas  &  Elec             834              873         748  217 
Santa  Fe  Industries                 868              458         239  92 
Santa  Fe  Intl                         304              177           64  203 
Savannah  Foods                    990             968         553  223 

Stanley  Works                           502              452         327  86 
Stauffer  Chemical                      309              420         788  198 
SteriingDrug                            464              784         686  244 
J  P  Stevens                                910              347         725  200 
Stewart-Warner                         609              654         561  148 

Savin                                      7                 7         176  252 
Saxon  Industries                    967              805         406  242 
Schering-Plough                     121              462         966  244 
Jos  Schlitz  Brewing                999              976        1018  216 
Schlumberger                         26                56           94  140 

Stokely- Van  Camp                     937              850         687  206 
Stone  Container                         509              576         390  242 
Stop  &  Shop                              768              709         892  230 
Storage  Technology                      49                25           28  250 
Strawbridge  &  Clothier               874              682         688  246 

SCM                                   800              196         358  156 
SCOA  Industries                     48                15           89  200,248 
Scot  Lad  Foods                     1003              979         831  232 
Scott  &Fetzer                       239              602         679  156 
Scott  Paper                           818              562         613  86,241 

Subaru  of  America                         2                10            9  71 
Suburban  Propane  Gas                497              598         368  76 
Sun  Chemical                            119                24           87  198 
Sun  Company                            265              314         177  76 
Sunbeam                                688             657         862  86 

ScoviU                                 383                52         654  86 
Seaboard  Allied  Milling          568              271         251  223 
Seafirst                                486              501         595  118 
Seagram                               847              626         357  216 
G  D  Searie                            651              923         566  130 

Sundstrand                               200              122           67  148 
Super  Food  Services                    540              527         461  232 
Super  Valu  Stores                        58              140         126  232 
Superior  Oil                                33              162           55  76 
Supermarkets  General                 273              168         244  230 

Profitability:  5-year  return  on  equity.  Growth:  5-year  compounded  annual  eamings-per-share  growth. 
Stock  market:  5-year  price  change.    "Not  ranked. 
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You  shouMnl  have  to  pay 

anasement  consultant 

for  things  your  own  people 
can  do. 


The  whole  point  of  hiring  consultants 
3  to  get  know-how  and  experience  your 
)wn  people  lack. 

But  the  way  we  look  at  it,  consul- 
ants  ought  to  work  closely  with  your 
)eople  each  step  of  the  way 

And  give  them  the  kind  of  specific 
idvice  and  technical  support  your  situa- 
ion  calls  for 

The  result  is  that  at  some  point  your 
people  should  be  able  to  take  over, 
hemselves. 


With  our  techniques,for  example,your  people  could 
easily  do  transactional  financial  modeling. 


The  sooner  this  happens,  the  better 
for  your  organization  [and  incidentally 
the  lower  your  consulting  costs  are  likely 
to  be]. 

That,  in  a  nutshell,  is  the  w/ay 
we  serve  clients  in  our  Management 
Advisory  Services  (MAS]  group  at 
Deloitte  Haskins  &  Sells. 

And  it  does  make  a  difference. 
You,  for  example,  might  come  to 
us  for  any  number  of  reasons. 

An  objective  look  at  your  electronic 
data  processing,  maybe.  Or  perhaps  a 
review  of  your  administrative  controls  or 
cost  controls. 

Whatever  the  assignment,  you'll  find 
that  we  understand  the  importance  of 
making  a  timely  exit. 

If  you'd  like  to  know  more 
about  our  consulting  approach,  call 
our  nearest  office  for  an  infor- 
mative MAS  booklet. 

Or  write:  Deloitte  Haskins 
&  Sells,  1114  Avenue  of  the 
Americas,  N.Y.,  ■  •■■ 

NY  10036  Deloitte 
Haskins  Sells 

Beyond  the  bottom  line'"' 


981  Deloitte  Haskins  &  Sells 


Where  to  find  the  company 


Rank 

Rank  | 

Industry 

Industrll 

Stock 

survey 

Stock 

survey  H 

Company 

Profitability  Growth 

market  page 

Company 

rroniaDiiiiy 

Growth 

market    page  Hj 

Sybron 

796 

798 

859 

156 

United  Telecom 

359 

674 

727 

225  ■ 

Sysco 

408 

387 

213 

232 

Univar 

744 

846 

696 

232  r 

Talky  Industries 

981 

965 

822 

86 

Universal  Foods 

356 

419 

643 

206  1 

Tampa  Electric 

611 

712 

811 

217 

Universal  Leaf 

360 

306 

200 

232 

Tandy 

6 

23 

45 

227,  248 

Upjohn 

205 

367 

575 

244 

Tecumseh  Products 

310 

509 

370 

148 

USLIFE 

444 

596 

494 

127 

Tektronix 

272 

123 

249 

140 

Utah  Power  &  Light 

828 

873 

708 

217 

Teledyne 

15 

22 

11 

140,  156 

Valero  Energy 

846 

•  • 

76 

Teimeco 

404 

677 

447 

76,  156,  209 

Valley  Natl  Bk  Ariz 

428 

441 

445 

1 18 

Tesoro  Petroleum 

380 

938 

467 

76 

Varian  Associates 

924 

140 

338 

140 

Texaco 

621 

827 

434 

76 

VF 

425 

667 

733 

200 

Texas  Commerce  Bshs 

336 

385 

526 

118 

Va  Electric  &  Power 

890 

913 

941 

217 

Texas  Eastern 

384 

561 

256 

209 

Vomado 

1002 

979 

211 

246 

Texas  Gas  Transmn 

435 

589 

263 

209 

Vulcan  Materials 

172 

269 

260 

159 

Texas  Instruments 

269 

293 

597 

140 

Wachovia 

628 

624 

915 

118 

Texas  Oil  &  Gas 

46 

72 

10 

76 

Wal-Mart  Stores 

35 

61 

152 

246 

Texas  Utilities 

669 

799 

909 

217 

Waldbaum 

636 

480 

294 

230 

Texasgulf 

505 

743 

379 

239 

Walgreen 

457 

323 

221 

248 

Textron 

451 

629 

603 

156 

Wallace-Murray 

321 

157 

202 

148 

riUOKOl 

311 

292 

83 

135,  198 

Wang  Laboratories 

64 

42 

2 

250 

Thrihimart 

710 

«* 

137 

230 

Ward  Foods 

1025 

1004 

630 

206 

Thrifty  Corp 

721 

679 

477 

248 

Wamaco 

971 

957 

421 

200 

Tiger  International 

692 

709 

517 

144 

Warner  Conwiunications 

34 

60 

59 

227 

Time  Inc 

388 

289 

479 

253 

Warner-Lambert 

604 

841 

1012 

244 

Times  Mirror 

216 

259 

347 

253 

Washington  Gas  Light 

916 

815 

705 

209 

Timken 

591 

613 

482 

148 

Washington  National 

774 

669 

193 

127 

Todd  Shipyards 

117 

«* 

60 

135 

Washington  Post 

76 

82 

142 

253 

Toledo  Edison 

792 

912 

980 

217 

Waste  Management 

227 

108 

16 

148 

Toro 

574 

646 

248 

86 

Del  E  Webb 

831 

505 

299 

203,  227 

Tosco 

3 

13 

8 

76 

Weis  Markets 

227 

362 

359 

230 

Toys  "R"  Us 

43 

** 

** 

248 

Wells  Fargo 

550 

411 

521 

118 

Trane 

669 

465 

313 

234 

West  Point-Pepperell 

796 

438 

714 

200 

Trans  Union 

345 

539 

442 

152 

Western  Air  Lines 

613 

663 

888 

144 

Trans  World 

940 

«• 

271 

144 

Western  Bancorp 

529 

464 

321 

118 

Iransamenca 

323 

182 

353 

112,  156 

Western  Union 

977 

883 

511 

225 

Transco  Companies 

377 

554 

44 

209 

Westinghouse  Electric 

622 

350 

326 

138,  159 

Transway  Intl 

336 

606 

578 

213 

Westmoreland  Cool 

921 

952 

983 

76 

Travelers 

441 

269 

535 

127 

Westvaco 

544 

370 

536 

241 

Trinity  Industries 

73 

175 

34 

148 

Wetterau 

435 

670 

661 

232 

TRW 

234 

425 

382 

156 

Weyerhaeuser 

368 

552 

850 

234,  241 

Turner  Construction 

396 

740 

257 

203 

Wheelabrator-Frye 

357 

210 

233 

148 

Twentieth  Century-Fox 

94 

46 

93 

227 

Wheeling-Pitts  Steel 

985 

960 

653 

192 

Tyler 

191 

348 

267 

148 

Whirlpool 

341 

600 

917 

86 

Tyson  Foods 

193 

86 

150 

223 

White  Consolidated 

386 

633 

639 

156 

U  S  Air 

170 

3 

136 

144 

White  Motor 

1009 

1004 

1025 

71 

UAL 

923 

383 

969 

144 

Whituker 

406 

16 

26 

156 

UMC  Industries 

757 

848 

739 

148 

Wickes  Companies 

729 

258 

429 

248 

Union  Camp 

287 

404 

773 

241 

WICOR 

757 

775 

789 

209  1 

Union  Carbide 

600 

707 

896 

159,  198 

Willamette  Inds 

273 

450 

486 

234,  241  1 

Union  Electric 

746 

820 

889 

217 

Williams  Companies 

885 

926 

480 

198  1 

Union  Oil  California 

387 

536 

109 

76 

Witm-Dixie  Stores 

221 

572 

fin/; 

Union  Pacific 

665 

227 

148 

92 

Wisconsin  Elec  Power 

764 

752 

957 

217 

Uniroyal 

1019 

979 

960 

73 

Wisconsin  Pwr  &  Lt 

720 

790 

842 

217 

United  Brands 

983 

** 

251 

206 

Wisconsin  Public  Svc 

636 

720 

Q  1  '3 

217 

United  Energy  Resources 

72 

37 

46 

209 

Witco  Chemical 

342 

429 

333 

198 

United  Merch  &  Mfrs 

1027 

979 

1026 

200 

F  W  Woolworth 

.  746 

623 

771 

246 

United  Refining 

409 

371 

194 

76 

Wm  Wrigley  Jr 

403 

673 

837 

206 

U  S  Bancorp 

369 

414 

418 

118 

Wy  man-Gordon 

250 

188 

103 

135 

U  S  Fidelity  ui  Gty 

80 

95 

413 

127 

Xerox 

302 

575 

669 

252 

United  States  Filter 

867 

194 

188 

203 

Yellow  Freight  System 

289 

654 

1019 

213 

United  States  Gypsum 

459 

305 

427 

234 

Zaie 

762 

694 

682 

248 

U  S  Home 

214 

137 

70 

203 

Zapata 

938 

897 

54 

156 

U  S  Industries 

932 

914 

386 

156 

Zayre 

862 

469 

214 

246 

United  States  Shoe 

375 

341 

548 

200 

Zenith  Radio 

936 

951 

883 

86 

United  States  Steel 

1001 

977 

1006 

190 

Zum  Industries 

421 

233 

341 

148 

United  Technologies 

312 

163 

295 

135,  156 

Profitability:  5-year  return  on  equity.    Growth:  5-year  compounded  annual  earrings-per-share  growth. 

Stock  market:  5-year  price  change.    "Not  ranked. 
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Turbocharging  not  only  raises  engine  power,  but  may  also  improve 
emissions,  fuel  efficiency,  and  high-altitude  operation.  Of  our  28  forestry 
machines,  16  larger  units  benefit  from  this  feature,  and  four  of  these  also 
ncorporate  special  air  intake  cooling.  Engineering  and  manufacturing 
)ur  own  engines  has  helped  to  power  John  Deere  forestry  and 
construction  equipment  growth  for  more  than  20  years.  Your  inquiries 
are  welcome.  John  Deere,  Moline,  Illinois  61265. 


Telemarketing. 

14  million  billion 

connections  to 
greater  productivity 


mm  Telemarketing  is  a  powerful  new  way  to  increase  revenue  and  raise 
business  productivity. 

Telemarketing  derives  its  power  from  the  Bell  network— because  the 
network's  billions  of  possible  connections  allow  you  to  reach  into  almost  every 
home  and  business. 

And  interact  with  your  prospects  and  customers. 

As  a  result,  Telemarketing  can  increase  sales,  profits,  and  market  share. 
It  can  decrease  your  cost  of  doing  business  and  improve  your  customer  service. 

The  key  to  effective  Telemarketing  is  systematic  planning  and  proven 
sales /marketing  techniques. 

With  it,  you  can  test  and  carry  through  direct  response  promotions. 
You  can  turn  inquiries  and  service  calls  into  sales.  And  you  can  use  it  to  open  new 
accounts,  sell  existing  accounts,  and  revive  inactive  accounts. 

You  can  do  all  this  because  of  the  variety  of  services  offered  by  the  Bell 
network,  the  world  s  largest  and  most  advanced  information  management  system. 

We  can  discuss  programs  and  services  and  help  you  select  what  is  best 
suited  to  your  needs. 

All  you  have  to  do  is  call  now  800-821-2121,    Qr\f\  QOl  OlOl 
toll  free.  In  Missouri,  call  800-892-2121.  OUU-OZ|-ZIZI 

See  how  easy  it  is  to  put  our  knowledge  to  work  for  you. 


The  knowledge  business 


Of  all  the  states  in  the  running 

for  your  business, 

this  one  is  run  like  abusiness. 

Any  state  reflects  the  goals,  priorities  and  skills  of  its  chief 
executive.  In  John  Y.  Brown,  Jr.,  Kentucky  has  a  Governor 
who  believes  the  best  place  to  locate  a  business  is  in  a  state 
that's  run  in  a  businesslike  fashion. 

To  help  build  the  positive  environment  your  business 
needs  to  succeed.  Brown  has  selected  businessmen  to  head 
the  key  government  departments  of  development,  com- 
merce, energy  and  transportation.  He's  worked  with  the 
Kentucky  General  Assembly  to  pass  important  pro-business 
legislation  such  as  the  new  "Workers'  Compensation  Bill. " 
And  he's  cut  through  red  tape  to  open  communications  and 
opportunities  for  business. 

After  all,  with  his  successful  business  background.  Brown 
understands  what  it  takes  to  build  a  business.  And  as 
Governor,  he  and  his  staff  are  making  sure  Kentucky  has 
the  right  climate  for  you  to  build  a  successful  business. 

To  find  out  more  about  what  the  state  that's  run  like  a 
business  could  mean  to  you,  write:  Jack  H.  Segell,  Com- 
missioner, The  Department  of  Commerce,  Commonwealth 
of  Kentucky,  Frankfort,  Kentucky  40601 .  Or  better  yet,  call 
him  businessman-to-businessman  at  502/564-4270. 


KENTUCKY 

The  State  that's  run  like  a  business. 


*re  than  economics  is  involved  in  the  pro- 
?ssive  decline  of  the  U.S.  auto  industry. 


Autos  and  trucks 


By  the  Editors  of  Forbes 


T  WOULD  TAKE  A  POET,  A  HoMER,  to  describe  adequately 
the  shattering  decline  of  Detroit,  of  the  automobile  indus- 
try. Drama  abounds,  as  does  irony.  America  invented  the 
>s-production  auto  industry,  rode  it  to  unprecedented  pros- 
ty  and  personal  freedom  and  excelled  in  its  technique, 
denly,  in  a  motor-car  sense,  we  are  an  underdeveloped 
ntry,  seeking  knowhow  and  even  money  from  abroad, 
/hat  better  symbol  of  that  decline  than  Ford's  advertising 
ipaign  for  its  fuel-thrifty,  subcompact  Escort,  "a  new  car 
h  better  ideas  from  around  the  world"? 
's  chic  now  to  blame  it  all  on  the  auto  companies.  Weren't 
y  shortsighted  in  sticking  to  big  cars  for  so  long?  How 
ericans  love  a  scapegoat.  But  in  a  thoughtful  article  in 
member's  Harper's  magazine,  William  Tucker  said  other- 
Both  Ford  and  GM,  he  showed,  made  repeated  attempts 
esign  and  sell  small  cars  only  to  have  them  rejected  by  the 
lie.  The  real  villain,  he  says,  is  Congress,  which  enabled  the 
lie  to  indulge  its  taste  for  big  cars  by  refusing  to  let  gasoline 
es  rise  to  world  levels  of  $2.50  or  so  a  gallon.  Quite  a 
ure:  Congress  pandering  to  the  voters  who  refused  to  buy 
ill  cars  and  then  blaming  the  whole  mess  on  the  auto 
ipanies.  In  contrast,  thtHarper's  article  put  the  blame  right 
;re  it  belongs:  on  the  self-indulgent  American, 
's  good  to  see  an  intellectual  magazine  buck  the  tide  of 
[business  thinking  and  look  the  facts  squarely  in  the  face. 


It's  a  step  in  the  right  direction.  But  it  would  be  no  more  right 
for  business  to  sit  back  and  blame  the  public  than  for  the  public 
to  sit  back  and  blame  business.  There  is  blame  enough  for 
everyone.  As  a  business  magazine,  Forbes  must  concede  that 
some  of  the  mistakes  grew  out  of  inherent  weaknesses  in  the 
U.S.  business  system. 

Good  business  management  tries  to  anticipate  the  future 
and  is  willing  to  make  major  investments,  even  take  losses,  in 
order  to  position  itself  for  the  future.  Detroit  should  have 
known  that  the  American  public,  in  sticking  to  65-cent  gaso- 
line, was  only  postponing  the  inevitable.  Detroit — or  at  least 
General  Motors  and  Ford — should  have  known  better. 

Look  at  the  Yardsticks.  Over  the  past  five  years,  which 
should  have  been  years  of  building  for  the  future,  GM  kept  its 
profits  high,  earning  on  average  a  15%  return  on  invested 
capital,  compared  to  an  all-industry  median  of  11%.  Nothing 
wrong  with  that;  but  what  did  GM  do  with  the  money?  In 
1977  it  paid  a  dividend  that  represented  a  return  of  nearly  13% 
on  its  stockholders'  equity;  even  in  1979  when  the  handwrit- 
ing was  all  over  the  wall,  it  paid  out  over  half  its  earnings. 
During  most  of  the  Seventies  GM's  capital  spending  rarely 
exceeded  its  annual  cash  flow  from  depreciation.  General  Mo- 
tors was  in  no  sense  building  for  the  future. 

So,  there  is  plenty  of  blame  to  go  around.  The  public  was  self- 
indulgent.  Congress  pandered  to  the  public.  The  auto  compa- 
nies shrugged  their  shoulders  and  raked  in  the  profits.  Now, 
the  U.S.'  largest  industry  faces  tragedy.  Hundreds  of  thousands 


See  no  evil?  Speak  no  good 


n  the  pervasive  malaise  that  afflicts  the  economy  and 
ndeed  the  country,  the  news  media  itself  may  be  part  of 
he  problem.  The  editors  who  select  the  news,  the  desk 
)eople  who  write  the  headlines  and  the  television  person- 
ilities  who  decide  what  most  Americans  are  going  to 
lotice — most  of  them  seem  afflicted  with  a  curious  bias. 
Knythmgbad  about  the  U.S.  economy  and  U.S.  business  is 
iews;  anything  goo^/  isn't  news,  or  so  it  seems.  This  was 
wought  home  to  us  in  mid-December  when  the  Depart- 
'neni  of  Transportation  issued  a  buyers'  guide  on  auto- 
Inobiles.  Our  bureaucrats  are  forever_  issuing  reports  of 
livery  variety,  most  of  them  critical  of  U.S.  business.  But 
his  particular  report  was  a  bit  different:  Most  of  its 
jontents  were  favorable  to  the  hard-pressed  U.S.  auto- 
nobile  industry. 

So  how  did  the  news  media  treat  the  report?  In  some 
;ases  they  ignored  it.  In  other  cases  they  described  the 
'eport  but  avoided  comment  on  the  contents,  even  though 
:he  contents  virtually  trumpeted  the  news  that  the  new 
J.S.  small  cars  were  far  safer  than  almost  all  of  the 
:  mported  small  cars.  Only  toward  the  very  end  of  a  story 
:arried  on  page  18  of  its  main  section  did  the  Neiv  York 
imes  get  around  to  mentioning  the  general  superiority  of 


the  U.S.  cars.  It's  interesting  to  speculate  how  the  press 
would  have  played  the  report  had  it  called  American  cars 
unsafe.  Screaming  headlines  probably.  Alas,  self-criticism 
is  one  thing;  self-hatred  is  something  else  again. 

In  the  Department  of  Transportation  report  only  one 
foreign  car  in  the  compact  or  subcompact  class  passed  the 
crash  test  (the  Fiat  Strada;  a  few  other  models  were  not 
rated),  and  every  American-made  compact  or  subcompact 
car  passed.  Perhaps  for  this  reason,  only  American-made 
compacts  or  subcompacts  were  entitled  to  insurance  dis- 
counts; many  of  the  foreign  cars  were  subject  to  sur- 
charges. 

Several  editors  we  talked  with  said  the  report  wasn't 
really  news;  its  contents  had  leaked  earlier.  Maybe  so,  but 
isn't  publication  of  the  report  itself  news?  Aren't  the  virtues 
of  American  industry  worth  as  much  space  as  the  sins  of 
American  industry?  Certainly  not  in  television's  case — and 
the  print  media  aren't  much  better. 

Remember  Unsafe  At  Any  Speed?  The  publicity  that  Ralph 
Nader  got?  Why  isn't  it  equally  newsworthy  if  American 
cars  are  now  the  safest  in  the  world?  We're  in  the  news 
business  ourselves  and  we  don't  know  the  answer,  but  we 
think  it's  one  hell  of  a  question. 


t 


iES,  JANUARY  5,  1981 


71 


The  last  ctir  rolls  off  the  line  in  Mcibu  ah.  A  / 
One  of  Jive  Ford  plants  that  may  not  reopen 


of  jobs  have  been  lost  forever. 
Chrysler  is  a  ward  of  the  government. 
Ford  is  looking  for  foreign  partners. 
General  Motors  is  having  to  spend 
tens  of  billions  to  make  up  for  the 
lapses  of  the  past  decade.  Tho  biggest 
tragedy  is  human:  Even  if  the  U.S. 
companies  succeed  in  rolling  car  im- 
ports back  to,  say,  20%  or  so,  millions 
of  )obs  will  have  vanished.  The  new 
small  American  cars  are  world  cars; 
they  contain  many  components  that 
are  built  abroad.  Chrysler's  Omnis 
and  Horizons  have  Volkswagen  en- 
gines. Ford's  new  Escort  has  power 
rack-and-pinion  steering  from  West 
Germany.  General  Motors'  new  j-cars 
will  have  transaxles  from  Japan  and  engines  from  Brazil. 

The  notion  that  the  energy  crisis  was  solely  the  creation  of 
the  oil  companies  and  therefore  could  be  legislated  away  with 
price  controls  and  bureaucratic  allocations  will  probably  be 
remembered  as  one  of  our  more  extraordinary  popular  delu- 
sions, on  a  par  with  the  Ponzi  swindle  in  the  Twenties,  the 
send-a-dime  mail  pyramid  schemes  in  the  Thirties  and  flying 
saucers  in  the  Fifties.  But  it  was  no  joke.  Every  jobless 
autoworker  owes  his  plight  to  that  delusion. 

Detroit's  self-inflicted  wounds — the  industry's  staying  too 
long  with  big  cars,  where  the  big  profit  was — are  themselves 
symptomatic  of  a  larger  problem.  It  is  a  common  myopia  in 
corporate  America  to  focus  on  next  year's — next  quarter's^ — 
bottom  line.  Next  quarter's  bottom  line  projected  five  years  out 
passes  all  too  often  for  long-term  thinking.  That's  fine  as  long 
as  everything's  constant.  But  what  happens  when  a  company 
has  to  change  direction  90  degrees  during  the  fourth  year  and 
had  damn  well  better  get  started  now?  That's  exactly  what  is 
happening  to  the  auto  industry. 

Benjamin  Tregoe,  one  of  the  principals  of  the  consulting 
firm  t)f  Kepner-Tregoe,  sums  up  such  disastrous  thinking,  and 


not  only  for  the  auto  industry:  " 
U.S.,"  he  has  written  in  a  recent 
7o/)  Mmia^enu'Ht  Strategy,  "stror 
erations  historically  have  been 
important  than  clear  strategic  t 
ing.  .  .  .  After  all,  with  unlimit 
sources,  skilled  labor,  a  large,  \ 
geneous  market  and  worldwid 
mand  for  U.S.  products,  who  n 
to  think  much  about  what  kin< 
business  they  wanted  to  be  in  i 
future?"  So  OPEC  made  the  dec 
for  them. 

The  questions  we  ask  in  atte 
to  the  woes  of  the  auto  industr 
public  ones  in  Washington  an 
private  ones  in  Detroit — and  the 
we  answer  them — will  augur  the  future  for  the  rest  ( 
economy.  They  will  tell  us  what  we  are  going  to  do  to,  ( 
ourselves.  Protectionism  to  shut  out  the  world?  Billion-( 
bailouts  from  Washington  to  make  us  another  Great  Br 
Or  cooperative  public-private  reorganizations  as  needed 
Franklin  National  Bank?  Still  more  regulatory  burdens 
Washington  without  regard  to  jobs  and  productivity?  Or 
A  fundamental  rethinking  of  the  way  much  of  U.S.  bus 
plans  for  itself?  Or  more  of  the  same,  again? 

The  Reagan  landslide  suggests  a  readiness  to  change 
tions.  But  wishing  won't  make  the  change  happen.  More 
stake  than  the  fact  that  the  auto  industry,  directly  or  ind 
ly,  creates  jobs  for  one  in  five  workers.  More  than  the  fac! 
it  consumes  1  7%  of  the  nation's  production  of  aluminum 
of  its  steel  and  60%  of  its  synthetic  rubber. 

The  very  industrial  heartland  lives  in  a  symbiotic  rela 
ship  with  the  auto  industry.  If  one  shrinks,  so  does  the  ot 
Has  America  lost  its  vigor?  Can  it  get  its  act  together 
our  business  system  adapt?  Such  thoughts  come  unb 
these  days.  Is  there  a  poet  in  the  house?  A  visionary  witl 
strength  to  act  on  his  vision? 


Autos  and  trucks 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

proHt 

5-year 

5-year 

5-yeaT 

5-y. 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

ran 

Subaru  of  America 

76.8% 

1 

58.5% 

0.0 

58.2% 

1 

73.2% 

2.2% 

46.9% 

1 

87.0% 

1 

PACCAR 

25.3 

2 

20.2 

0.0 

19.1 

2 

23.2 

5.5 

17.1 

3 

25.0 

3 

Hyster 

21.1 

3 

16.3 

0.2 

14.1 

3 

17.0 

7.1 

13.7 

7 

27.6 

2 

Caterpillar  Tractor 

20.1 

4 

14.6 

0.3 

11.8 

5 

15.0 

5.7 

14.6 

6 

13.9 

6 

Deere 

16.9 

5 

11.2 

0.3 

9.3 

6 

13.3 

4.2 

15.8 

5 

12.9 

7 

General  Motors 

16.7 

6 

def 

0.0 

def 

4 

15.1 

def 

12.3 

9 

7.1 

11 

Clark  Equipment 

15.3 

7 

10.0 

0.2 

8.4 

7 

11.7 

3.7 

6.0 

13 

11.2 

8 

Fruehauf 

15.1 

8 

7.5 

0.7 

6.0 

9 

9.7 

1.8 

19.4 

2 

14.4 

5 

Signal  Companies 

14.9 

9 

13.9 

0.4 

10.3 

8 

10.7 

3.9 

17.1 

3 

19.6 

4 

Ford  Motor 

11.5 

10 

def 

0.1 

def 

10 

9.6 

def 

12.1 

10 

7.8 

9 

Intl  Harvester 

8.5 

11 

def 

0.4 

def 

11 

6.6 

def 

9.5 

11 

7.7 

10 

White  Motor 

def 

12 

def 

0.4 

def 

12 

0.7 

def 

1.1 

15 

D-D 

15 

American  Motors 

def 

13 

def 

0.1 

def 

14 

def 

def 

8.4 

12 

P-D 

12 

Massey-Ferguson 

def 

14 

def 

1.1 

def 

13 

def 

def 

12.8 

8 

P-D 

12 

Chrysler 

def 

15 

def 

0.7 

def 

15 

def 

def 

5.3 

14 

P-D 

12 

Industry  medians 

15.1 

7.5 

0.3 

6.0 

10.7 

1.8 

12.8 

11.2 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note;  Explanation  of  Yardsticks  calculation.s  on  page  49 
P-D:  profit  to  deficit.    D-D:  deficit  to  deficit     def  deficit 
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e  automakers  are  hard  hit  by  the  slump  in 
w  car  sales  but  the  parts  manufacturers  are 
ice  cursed:  by  a  decline  in  replacement 
rts  as  well  as  in  original  equipment. 

Auto  suppliers 


)    AST  YEAR  ONE  OF  THE  AUTO  INDUSTRY'S  ruleS  of  thumb 

was  severed  and  left  on  the  factory  floor.  Stunned  indus- 
I  try  officials  learned  that  the  replacement  parts  market  is 
countercyclical  to  the  new  car  market.  It  was  quite  a 
ck.  The  conventional  wisdom  of  the  Seventies  was  that 
onployed  workers  would  fix  up  their  old  heaps  and  spend 
iej.r  spare  time  and  unemployment  benefits  driving  around 
;  countryside.  Confident  in  their  belief,  Bendix,  Dana  and 
rs  bought  up  replacement  parts  companies  to  counterbal- 
their  original  equipment  business.  But  m  1980  the  family 
stayed  in  the  driveway  unused  and  unrepaired, 
ven  so,  the  replacement  parts  market — aftermarket  in 
rtlfistry  )argon — was  better  than  the  original  equipment  mar- 
and  the  corporate  results  showed  it.  Companies  like 
m  and  A.O.  Smith,  with  relatively  slight  replacement 
:s,  racked  up  sickening  declines  of  50%  or  more  in  auto- 


motive  earnings,  while  TRW  and  Bendix,  with  sizable  atter- 
market  sales,  held  the  drop  to  a  more  reasonable  20% .  So  the 
big  question  for  1981:  Will  the  $70  billion  aftermarket  regain 
its  strength,  never  mind  what  happens  to  the  fortunes  of 
Detroit  itself? 

Only  a  bitter  winter  can  clear  up  the  bleak  picture.  The 
slicker  the  streets,  the  higher  the  number  of  brake  jobs.  The 
lower  the  temperatures,  the  higher  the  sales  of  batteries,  cables 
and  other  electrical  parts. 

Cold  winter  temperatures  and  hot  interest  rates  are  only  two 
of  the  less  complex  variables  in  the  aftermarket  equation. 
Econometric  modeling  of  the  replacement  parts  market  in 
1981  makes  the  National  Weather  Service's  job  look  easy. 
Quips  Mason  Reynolds,  the  affable  president  of  Bendix'  auto- 
motive group,  "Auto  industry  forecasts  are  an  art  and  a  sci- 
ence. It  is  important  to  spot  when  there's  too  much  art  and  not 


Technological  advantage 


or  the  auto  component  suppliers, 

Detroit's  frantic  move  to  smaller 

;ars    is    more    than    a  volume 

;runcher.  Radically  different  prod- 

icts  are  now  in  demand,  and  the 

)artsmakers  are  having  to  develop 

ind  master  new  technologies  to 

ceep  up  with  Detroit's  shift  from 
-;as  guzzler  to  gas  sipper.  Some 
i4;ompanies     are     meeting  the 

i:hanges,  others  are  losing  the  race. 
Contrast   the  performances  of 

iendix  and  TRW,  for  instance, 
-i   TRW  is  now  profiting  from  its 
j  oresight  over  the  past  ten  years  in 
„| .emphasizing  the  small  components 
-|t  sold  in  Europe.  When  Detroit 

iwitched  to  a  clone  of  the  Continen- 

al  car  TRW's  rack-and-pinion  Cadillac  dashboard  nioHilors  Huloti  components 
steering  was  an  obvious  replacement  for  bulkier  American 
versions.  A  few  years  ago,  such  steering  systems  were  in- 
stalled in  only  about  30%  of  new  domestic  cars,  Pintos,  for 
example.  By  1983,  TRW  Executive  Vice  President  Charles 
'  Dhiy  predicts,  80%  of  American  cars  will  have  them.  TRW 
'  'las  a  lock  on  Ford's  steering  business  and  contracts  from 


iiuropean  and  Japanese  assemblers.  Under  the  hood  the  new 
i;ars,  domestic  and  foreign,  are  all  starting  to  look  alike, 
i  Last  year  TRW's  original  equipment  business  was  off 
t[0%,  only  half  as  much  as  the  industry.  This  year,  Charles 
Dhly  claims,  the  company's  sales  will  be  up  as  much  as 
I0%,r.s-  perhaps  10%  for  the  industry  as  a  whole. 

TRW's  gain  is  Bendix'  loss.  Ford  traditionally  bought 
ibout  50%  of  Bendix'  $1  billion  original  equipment  output. 
Jut  now  some  Bendix  products  are  technologically  obsolete. 


"After  20  years,"  says  Mason 
Reynolds,  group  president,  "link- 
age power  steering  died  over  the 
last  year."  Bendix'  move  into  disc 
brakes,  besides  its  traditional  drum 
brakes,  should  help  offset  the  loss, 
but  only  partly.  This  slippage,  ap- 
parently permanent,  explains  why 
Bendix  is  so  anxious  to  diversify 
and  why  its  chairman,  William 
M.  Agee,  put  aside  $800  million 
last  year  to  buy  a  high-technology 
company. 

TRW  has  long  been  in  high  tech- 
nology. Rival  Eaton  Corp.  made  the 
high  technology  jump  with  the  1978 
acquisition  of  Cutler-Hammer,  a 
merger  that  is  already  paying  off. 
Using  Cutler-Hammer's  expertise, 
Eaton  is  now  in  the  auto  electronics  business  with  new 
components  for  Cadillac's  innovative  variable-cylinder  en- 
gine. Notes  Eaton  President  James  Stover,  "A  viable  vendor 
must  have  an  electronics  technology  capability." 

For  companies  like  A.O.  Smith  of  Milwaukee,  it's  too 
late.  Once  a  supplier  of  big  car  chassis  for  General  Motors, 
Smith  expects  its  automotive  business  to  drop  by  as  much 
as  75%  next  year.  With  two-thirds  of  its  $700  million  in 
sales  tied  to  the  automotive  chassis  business.  Smith  is  in 
real  trouble.  CEO  Lloyd  B.  Smith  spent  all  of  last  year 
desperately  looking  for  an  answer,  but  he  hasn't  found  one. 
Meanwhile  sales  dropped  60%  and  operations  were  in  the 
red  in  late  1980.  By  the  time  Smith  comes  up  with  a  rescue 
plan,  it  may  not  matter.  In  our  highly  competitive  econo- 
my, executives  can't  just  sit  and  clip  their  coupons. — L.M. 
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enough  science.  Often  they  only  represent  a  detached  abstrac- 
tion of  the  obsolete,  but  are  claimed  to  be  gospel."  A  nice  way 
of  saying:  "They  don't  know,  and  I'm  not  sure  either." 

The  fact  is  that  the  energy  crisis  may  have  fundamentally 
transformed  the  auto  parts  market.  Will  Americans  get  back 
into  their  autos  and  run  up  the  odometer?  Cars  are  more 
efficient  and  fuel  is  abundant,  yet  miles  driven  declined  each  of 
the  past  three  years.  The  best  guess — a  1%  increase  annually 
for  the  next  few  years,  far  off  the  lucrative  4%  pace  of  the 
embargo-free  years  of  the  Seventies  when  gasoline  was  still 
quite  cheap. 

Will  owners  spend  more  money  to  keep  their  cars  running? 
Industry  optimists  insist  that  the  increased  age  and  size  of  the 
vehicle  fleet  counts  more  than  the  decline  in  miles  traveled. 
While  they  have  a  point — the  average  car  age  is  more  than  6.5 
years,  and  rising  fast — small  cars  of  recent  vintage  require  less 
maintenance.  Fewer  cylinders  using  cleaner-burning  unleaded 
gasoline  mean  fewer  tune-ups.  That's  why  there's  no  waiting 
at  your  local  garage. 

While  auto  component  sales  depend  on  the  weather,  the 
truck  parts  business — 33%  of  the  total  in  good  years — depends 
on  cannibals.  As  highway  shipping  volumes  declined  last  year, 
replacement  parts  came  from  cannibalized  vehicles  parked 
along  the  fence,  explains  James  Stover,  Eaton's  president. 


Cannibalized  truck  fleets  were  the  curse  of  1 980  but  promii 
be  the  blessing  of  1981  for  component  makers:  When 
economy  began  heating  up,  Eaton's  1 1  emergency  parts 
ters  shifted  into  overdrive  to  salvage  dismantled  rigs.  But 
is  a  boomlet  in  a  declining  market. 

Once  25%  of  Eaton's  total  truck  component  volume  wei 
the  aftermarket,  but  that  rate  halved  in  the  last  few  years 
is  heading  for  10%.  New  technology  is  shrinking  the  rep] 
ment  market — Eaton  axles  now  last  4  times  longer  and 
transmissions  will  outlive  the  truck  body  (sec  box,  p  7_ij. 

With  the  aftermarket  sputtering  and  a  bleak  forecast  of 
car  and  truck  volumes,  there's  only  one  way  for  the  compo: 
suppliers  to  make  money.  Unfortunately,  that  means  ur 
ployment  ranks  won't  thin  out  as  fast  as  most  people  thin 

Eaton  and  Borg-Warner  won't  be  welcoming  back  all  t 
laid-off  factory  and  office  workers.  An  army  of  robots  will  rep 
some  laid-off  UAW  troops,  one  squad  at  a  time.  About  one-t 
of  Eaton's  13,000-person  worldwide  transportation  work 
was  out  last  fall,  and  Stover  says  they  won't  all  be  coming  ba 
full-time  robot  implementation  expert  is  now  on  staff  at  B 
Warner,  says  Vice  President  F.E.  (Bud)  Filling.  "We're  toolin 
more  efficiently."  To  reduce  its  exposure,  Borg-Warner 
subcontract  more  transmission  subassemblies.  Nothing  li 
recession  to  find  out  where  the  fat  is. — Larry  Marion 


Auto  suppliers 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

5-year 

5-year  12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-ye 

Company 

average 

rank  months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Tire  and  rubber 

Genl  Tire  &  Rubber 

10.9% 

1  2.6% 

0.3 

2.8% 

1 

8.3% 

1.2% 

9.3% 

3 

6.1% 

2 

Goodyear 

8.7 

2  7.9 

0.6 

6.5 

2 

6.9 

2.1 

9.6 

2 

0.2 

3 

B  F  Goodrich 

6.7 

3  5.7 

0.4 

5.2 

3 

5.9 

1.8 

9.2 

4 

6.5 

1 

Armstrong  Rubber 

4.6 

4  def 

0.7 

def 

4 

4.2 

def 

9.9 

1 

4 

Firestone 

0.6 

5  def 

0.4 

def 

5 

1.8 

def 

8.4 

5 

-44.1 

5 

Uniroyal 

def 

6  def 

1.1 

def 

6 

def 

def 

4.4 

6 

P-D 

6 

Medians 

5.7 

def 

0.5 

0.2 

5.1 

def 

9.3 

-2.0 

Partsmakers 

Snap-On  Tools 

25.9% 

1  23.4% 

0.2 

20.7% 

1 

21.8% 

9.8% 

19.2% 

1 

21.0% 

5 

Hoover  Universal 

22.8 

2  11.8 

0.4 

8.9 

3 

17.7 

3.1 

15.3 

7 

17.1 

7 

Genuine  Parts 

21.1 

3  20.6 

0.0 

19.7 

2 

20.9 

4.7 

17.0 

4 

15.8 

10 

Federal-Mogul 

19.3 

4  16.5 

0.2 

13.8 

5 

14.8 

5.2 

12.0 

12 

27.2 

1 

Dana 

19.1 

5  10.5 

0.3 

8.7 

6 

14.7 

3.8 

18.3 

2 

16.4 

8 

Arvin  Industries 

18.9 

6  5.9 

0.5 

10 

12.3 

2.3 

12.9 

11 

25.5 

3 

Barnes  Group 

18.9 

7  19.5 

0.3 

15.2 

4 

15.0 

5.6 

15.4 

6 

20.7 

6 

Echlin  Manufacturing 

18.2 

8  6.2 

0.3 

6.0 

7 

13.7 

2.9 

17.0 

5 

12.8 

13 

Eaton 

16.6 

9  14.0 

0.6 

9.4 

13 

10.8 

3.8 

13.3 

10 

11.7 

14 

Bendix 

15.9 

10  17.0 

0.4 

15.1 

9 

13.0 

5.0 

10.5 

17 

15.5 

11 

Cummins  Engine 

14.9 

11  def 

0.4 

0.1 

15 

10.2 

def 

17.2 

3 

21.5 

4 

Champion  Spark  Plug 

14.7 

12  10.9 

0.1 

10.1 

8 

13.5 

5.5 

11.0 

15 

2.6 

17 

Easco 

14.4 

13  4.3 

0.6 

4.4 

16 

10.0 

1.0 

13.7 

9 

5.2 

15 

Borg-Warner 

13.6 

14  11.9 

0.1 

11.1 

11 

12.1 

4.9 

9.5 

18 

15.2 

12 

Allen  Group 

13.5 

15  12.5 

0.6 

8.8 

17 

9.4 

2.6 

11.0 

14 

16.2 

9 

Purolator 

13.2 

16  10.7 

0.4 

8.7 

14 

10.5 

2.1 

10.9 

16 

0.4 

19 

Libbey-O  wens-Ford 

12.8 

17  5.0 

0.3 

4.9 

12 

11.0 

2.4 

11.0 

13 

4.0 

16 

Sheller-Globe 

11.9 

18  def 

0.6 

0.1 

19 

7.7 

def 

14.4 

8 

2.5 

18 

A  O  Smith 

10.2 

19  def 

0.2 

def 

18 

7.9 

def 

7.4 

19 

26.7 

2 

Questor 

3.9 

20  def 

0.5 

1.7 

20 

4.0 

0.0 

4.9 

20 

-3.2 

20 

Medians 

15.4 

10.8 

0.4 

8.8 

12.2 

3.0 

13.1 

15.7 

Industry  medians 

14.0 

7.1 

0.4 

6.3 

10.7 

2.4 

11.0 

12.3 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note:  Explanation  of  Yardsticlts  calculations  on  page  49- 
P-D;  profit  to  deficit,    def  deficit. 
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Report  from  Number  One  Wall  Street 


l<<iil(lld  I)  I  pliiii.  Senior  \  I' 
Mcmuger,  Sccuniies  I'locessing 
/)ivi.sion,  can  he  reac  hed  ai 
212-487-5674.  Tnieii  I-  Allen. 
\  P.  Manaf^en  Seenrilies  hulusiry 
nepanmeni.  <ii  212-4872.^20. 
Ittik  Id  iheni  idday  ahoiil  your 
special  needs. 


Why  the  bank  at  Number  One  Wall 
does  more  for  Wall  Street. 

It's  simple.  No  bank  offers  more  services  for  the  Wall  Street  community 
than  Irving  Trust: 

•  We're  a  major  clearing  bank  for  U.S.  Government  securities.  Irving  Trust 
was  the  first  bank  on  the  Street  to  establish  a  direct  computer-to-computer 
link  with  the  Federal  Reserve  Bank  of  New  York.  More  than  two-thirds  of 
the  dealers  reporting  to  the  Federal  Reserve  use  our  clearance  or  other 
securities  senaces. 

•  We're  a  "back  office"  for  securities  processing.  Everyday,  over  800  highly 
trained  people  in  our  Securities  Processing  Division  handle,  quickly  and 
accurately,  thousands  of  transactions  amounting  to  bilhons  of  dollars. 

•  We're  a  funding  bank  for  brokers  and  dealers.  As  a  member  of  securities 
depositories  in  New  York,  Philadelphia,  Chicago  and  Los  Angeles,  we 
lend  to  brokers  nationwide. 


Finally,  we're  a  bank  committed  to  the  securities  industry.  In  1908, 
Irving  Trust  arranged  the  first  broker  loan  for  a  young  securities  firm.  That 
firm  is  now  among  the  top  five  in  the  industry  and  one  of  our  principal 
customers. 

Call  the  bank  that's  first  on  the  Street.  Irving  Trust  Company, 
One  Wall  Street,  New  York,  New  York  10015. 


Irving  Trust 

Unique.  Worldwide, 


Mcmbtr  FDIC 


The  end  of  oil  price  controls  later  this  year  may 
create  nearly  as  many  problems  as  it  solves. 


Energy 


IF  ALL  GOES  ACCORDING  TO  SCHEDULE — if  there  isn't  a 
complete  upheaval  in  the  Middle  East  or  some  other 
unforeseen  catastrophe  that  would  call  forth  emergency 
measures — crude  oil  prices  will  be  completely  decontrolled  by 
Oct.  1  of  this  year.  That's  a  prospect  that  heartened  free- 
marketers  and  conservationists,  but  it  has  one  refinery  execu- 
tive considerably  worried.  As  might  be  expected,  the  execu- 
tive, from  a  large,  independent  refinery  that  reaps  vast  benefit 
from  federal  controls,  requested  anonymity.  This,  even  though 
he  is  a  member  of  a  newly  formed  Washington  lobby  called 
CEACO  (for  the  Committee  for  Equitable  Access  to  Crude 
Oil).  Little  wonder.  Listen: 

"The  market,"  our  executive  says,  "has  been  distorted  by 


government  controls  for  so  many  years  that  to  take 
controls  and  leave  it  as  a  free  market  would  be  to  leave  a  S' 
mutant.  It  would  hobble  along  in  a  strange  way.  It  wou 
really  be  a  free  market  at  all  because  it  has  been  carvec 
changed  by  controls  for  so  long." 

What  does  he  want  to  do  about  that?  You  guessed 
continue  some  sort  of  controls.  "We  need  some  kind  of  mt 
nism  to  assure  that  the  marketplace  either  approaches  a  ] 
where  it  can  be  free  or  is  controlled  for  the  benefit  o 
consumers  and  the  participants  forever,"  says  he.  That's  i 
He  said/orwer. 

The  problem  is  this:  Oil  price  controls  ultimately  led  t 
entitlements  program  whereby  companies  with  cheap 


Economists  don't  understand  OPEC, 
says  Dr.  Nazli  Choucri,  a  professor  of 
political  science  at  MIT.  They  think  it's 
simply  a  cartel,  and  it's  not.  Which  is 
why  it  doesn't  always  act  as  cartels  are 
supposed  to  act — to  maximize  profits, 
for  instance.  "A  country  cannot  be  treat- 
ed like  a  firm,"  Choucri  says.  "The  fact 
is  that  OPEC's  member  governments  are 
not  maximizing  their  profits,  or  they 
may  be  maximizing  subject  to  political 
constraints."  Members  of  OPEC,  she  in- 
sists, have  political  as  well  as  economic 
motives,  and  economists  simply  do  not 
give  enough  weight  to  them.  Not  only 
economists,  but  Western  governments, 
which  as  a  result  sometimes  fail  to  inter- 
pret correctly  what  OPEC  is  up  to. 

An  Egyptian  who  earned  her  B.A.  at 
the  American  University  in  Cairo  and 
her  M.A.  and  Ph.D.  at  Stanford,  Choucri  has  been  studying 
Third  World  politics  for  years.  In  a  set  of  papers  that  made 
her  reputation,  she  examines  the  politics  of  three  early 
nonalignment  leaders — Nehru,  Sukarno  and  Nasser — for  the 
purpose  of  separating  what  they  really  wanted  to  achieve  as 
opposed  to  what  they  told  their  internal  and  external  audi- 
ences they  wanted  to  achieve.  In  the  same  context,  she  has 
since  turned  her  attention  to  the  international  oil  market 
and  to  OPEC,  and  her  new  book,  International  Energy  Fu- 
tures— Petroleum,  Prices  and  Payments,  will  be  published  by 
MIT  Press  in  February. 

Well,  what  do  the  OPEC  nations  want  besides  more 
money?  In  a  word,  power — though  Choucri  would  be  the 
last  to  say  that  each  nation  has  the  same  motives.  The 
OPEC  members,  she  says,  want  to  be  able  to  deal  directly 
with  Western  governments,  not  just  with  oil  companies;  to 
win  political  support  from  poorer  countries  through  charita- 


Profes'ior  A'azli  Choucri  of  MIT 


ble  financial  assistance  (though, 
course,  at  the  same  time  practical! 
bankrupting  them  with  high  oil  prices 
and  simply  to  be  able  to  confront  th 
West  on  more  equal  terms.  "There 
politics  going  on,"  she  says,  "good  oh 
fashioned  power  politics." 

It  is  not  surprising,  then,  that  unlik 
many  economists  Choucri  takes  senou 
ly  OPEC  members'  oft-stated  determin 
tion  to  get  a  piece  of  the  refined  product 
market.  Economists  insist  that 
wouldn't  make  economic  sense  for  ther 
to  try  to  monopolize  that  market  as  we 
as  the  market  for  crude.  Choucri,  howe\ 
er,  thinks  they  may  believe  it  make 
political  sense  to  have  at  least  a  part  of  it 
"They  are  concerned,"  says  she,  "tha 
sooner  or  later  the  West  is  going  to  reac 
to  its  dependence  on  OPEC.  It  may  irr 
pose  huge  taxes  on  imported  oil  or  devise  substitutes."  Sue 
a  response  could  affect  both  their  political  and  economi 
power.  "What  they  want  now,"  she  believes,  "is  to  tal 
with  the  West,  to  try  to  reduce  their  future  uncertainty." 

Meanwhile,  action  is  an  alternative  to  talk,  and  variou 
OPEC  members  are  building  refineries  both  to  supply  thei 
own  needs — for  internal  political  reasons  and  to  gain  experi 
ence — and,  if  the  West  doesn't  maintain  its  own  refinin. 
capabilities,  to  supply  Western  markets  as  well.  With  exten 
sive  refinery  capacity,  they  could  undercut  refined  product 
made  from  expensive  syncrudes  and  grab  a  big  piece  of  tht 
market.  Ultimately  the  West  could  find  itself  as  dependen 
on  OPEC  for  gasoline  as  it  now  is  for  crude  oil,  and  it: 
ability  to  counterattack  would  be  reduced  even  more. 

Whether  this  be  politics  or  economics,  it  is  clearly  tht 
pursuit  of  self-interest.  Prudence  dictates  that  the  Wes 
follow  the  same  course.— J.A.B. 
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Hrst-Class 
Penny  Pinchers. 


Last  year,  with  Presorti^they 
pinched  more  than  $2,000,000 
off  their  First-Class  postage  costs. 

^^TEs  posT^  Pinching  pennies  isn't  a  glamorous  job. 
s  "^f^  \  It's  just  good  business.  And  last  year, 
s  some  very  good  business  people-more 

*  •■  than  15,000  across  the  country-saved 

themselves  a  small  fortune  on  their  First-Class 
mailing  costs.  T\vo  Kttle  pennies  at  a  time. 

You  sort,  you  save. 

Using  Presort  service  is  simple:  before  you 
bring  your  First-Class  Mail®  to  the  Post  Office, 
you  presort  it  by  ZIP  Code®  according  to  simple 
regulations.  That  saves  us  some  valuable  time. 
And,  for  that  time,  w^e  give  you  a  2''  lower  rate  on 
every  First-Class  letter  and  a  1*  lower  rate  on 
each  postcard.  It  may  not  sound  like  much,  but  as 


these  people  and  thousands  of  other  Presort  users 
will  attest,  it  certainly  adds  up. 

Who  uses  Presort? 

If  your  company  has  at  least  500  First-Class 
Mail  pieces  per  mailing,  you're  Presort  material. 

Setting  Presort  up. 

Depending  on  the  mail  volume,  each  Presort 
system  is  tailored  for  youi-  particular  business.  A 
Customer  Service  Representative  will  visit  your 
mail  facility,  evaluate  your  needs  and  even  aid  you 
in  setting  your  system  up. 

So  become  a  First-Class  Penny  Pincher.  For 
details,  give  your  local  Postmaster  a  call.  Where 
else  can  you  pinch  that  many  pennies  and  still  go 
First-Class? 

PRESORT 

CUTS  THE  COST 
OF  FIRST-CLASS  MAIL' 

U.S.  Postal  Service 


Fromworii 
to  works  of  ait 
in  14  minutes. 

The  niuscums  of  Rhode  Island  can 
show  you  just  about  everything 
from  rare  paintings  to  rare  postage 
stamps . . .  topiary  gardens  to  Indian 
artifacts... historic  tennis  racquets 
to  priceless  stained  glass. 

Many  of  those  collections  are 
near  enough  for  lunchtime  visits. 
Geographically,  remember,  Rhode 
Island  is  small  -  which  is  also  why 
interstate  highways,  ocean 
freighters,  railroads  and  major  air- 
lines are  so  close  to  the  office. 

Other  Rhode  Island  advan- 
tages? Tax-exempt  financing  for 
your  new  plant.  More  skilled 
workers  per  square  mile  than  any 
other  state.  And  proximity  to 
hundred-billion-dollar  markets. 
For  company-relocation  details, 
write  or  phone  Scott  Eubanks, 
Director,  Rhode  Island  Depart- 
ment of  Economic  Development,  :•; 
7  Jackson  Walkway,  Providence,  ' 
RI 02903.  401-277-2601. 


Photographed  at  the  Museum  ol  Art,  Rhode  Island  School  of  Design. 

Rhode  Island 

The  workstyle/lifestyle  state. 


The  cost  of 
calling  the  Big  Apple 
shouldn't  make  you 

feel  rotten. 


The  cost  of  calling  city  to  city  needn  t 
put  you  in  a  state  of  shock.  Whether  you 
transmit  voice,  data  or  facsimile,  we  could 
cut  your  company's  long-distance  phone 
bill  40%.  With  no  capital  investment  or 
change  in  equipment.  Contact  Walt  Pioli. 
RCA  Americom,400  College  Road  East, 
Princeton,  NJ  08540.  (609)  734-4300 

Name/Title  

Connpany/Phone  

Address  

City/State/Zip  


H^^^^^H  American 


Communications 


The  solution  that  beats  the  system 


generally  price-controlled  domestic 
had  to  make  payment  to  companies 
expensive  oil — generally  OPEC-pj 
imported  oil.  So  everybody's  crude  c 
were  more  or  less  equalized.  That 
gram  is  now  so  extensive  that  hi 
billion  dollars  changes  hands  e 
month  as  the  haves  share  their  good 
tune  with  the  have-nots.  At  the  De 
ment  of  Energy,  600  people  admin 
oil  regulatory  programs  that  have  < 
out  of  the  entitlements  program, 
they  fill  more  than  three  pages  in 
Federal  Register  each  month  to  n 
clear  who  writes  checks  and  wh( 
ceives  them  and  for  how  much.  It's  a 
bonanza — for  the  bureaucrats.  Howi. 
like  any  government  tangle,  this  one 
ates  its  own  constituency  of  support 
There  are  four  very  disparate  grouj 
beneficiaries.  First,  there  are  the  1 
independent  (so  called  because  they 
duce  less  than  30%  of  the  crude 
need)  refiners  like  Pacific  Resoui 
Ashland  Oil  and  Clark  Refining.  Sec 
there  are  some  of  the  major  integr 


It  is  hard  to  sympathize  w 
businessmen  who  preach  fi 
enterprise  and  decontrol 
philosophic  terms,  and  th 
beg  Washington  for  help  w 
their  own  problems. 


( 


companies,  like  SoCal,  that  are  hea 
dependent  on  foreign  crude.  Though  t 
dislike  the  program,  they  do  reap 
benefits  from  it.  Third,  there  are  ab 
60  new,  backyard-size  refineries  refe 
to  in  the  industry  as  teapots  or  bias 
hies.  These  outfits  sprang  up  specific 
to  take  advantage  of  a  provision  kn 
as  the  small  refiner  bias.  The  latte 
designed  to  protect  small  refiners  fi 
the  greater  efficiency  of  the  larger  cc 
petitors.  Most  of  the  teapots  are  ui 
phisticated  in  that  they  can  produce  c 
heavy  residual  oil,  a  product  that  is 
now  in  great  demand. 

Finally,  there  are  municipalities 
nonenergy  companies  that  can  sell  e 
tlements  because  they  are  using  higt 
cost  alternative  fuels.  Los  Angeles, 
example,  received  an  $80,000  check 
just  one  month  last  year  for  convert 
sewage  into  energy  instead  of  burn 
oil.  Nestle  Co.  is  asking  for  similar  trt 
ment  for  burning  tea  leaves  and  cot 
grounds  at  several  of  its  plants. 

It  is  hard  to  sympathize  with  busirn. 
men  who,  after  preaching  free  enterpi 
and  decontrol  in  philosophic  terms,  ti 
around  and  petition  Washington  for  h 
with  their  own  problems.  It's  hypocri 
In  fairness,  though,  decontrol  threat' 
the  U.S.  refining  industry  m  a  numbe 
ways.  For  example,  by  assuring  the  L 
refining  industry  of  lower-cost  fe 
stocks  than  were  available  elsewhere 
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)pe  or  the  Caribbean,  say, 
controls  protected  the  re- 
:s  from  cut-rate  foreign 
c  petition  and  kept  U.S.  re- 
ies  operating  at  nearly  full 
li  city  at  a  time  when  the  rest 
le  world  was  down  to  as 
,2  as  65%.  Decontrol  effec- 
.y  ends  that  protection  and 
industry  ultimately  stands 
)sed  to  increasing  competi- 
from  imported  refined 
iUcts — gasoline,  naphtha, 
oil — though  a  study  com- 
;d  recently  by  the  National 
oleum  Council  concluded 
isn't  likely  immediately, 
amplicatmg  the  issue  is  the 
that  the  U.S.  doesn't  have 
right  refining  capacity  for 

ature  needs — capacity  that  can  turn  the  heavy,  sour  crudes, 
more  readily  available  than  sweet  crudes,  into  light  prod- 
like gasoline.  So  there  is  a  danger  that  sooner  than  spend 
hundreds  of  millions  needed  to  upgrade  its  domestic  refin- 
>,  the  U.S.  could  come  to  depend  on  the  new  refineries 
:j  )osed  for  the  Caribbean  and  those  already  abuildmg  in  the 
I  die  East.  It's  a  long-term  worry  but  a  worry  nonetheless. 
m  the  golden  question  is:  What  will  happen  to  all  beneficia- 
jwhen  decontrol  wipes  out  the  entitlements  program?  They 
;  no  intention,  obviously,  of  leaving  the  matter  to  fate  so 
as  there  are  congressmen  and  senators — to  say  nothing  of 


a  new  Administration — to  try 
to  influence. 

The  independents  probably 
won't  press  for  too  much.  It's  a 
little  difficult  to  argue  that  their 
more  successful  rivals  should  be 
penalized  for  good  judgment  or 
accidents  of  history.  Instead  the 
indies  will  probably  try  to  pro- 
tect themselves  against  any 
new  crisis  that  might  develop — 
to  prevent  a  recurrence  of  what 
happened  in  1973  when  they 
were  sometimes  forced  to  pay 
$12  per  barrel  of  oil  in  the  spot 
market  when  their  integrated 
competitors  were  acquiring  oil 
under  long-term  arrangements 
.4  'teapot-  in  Louisiana  foj.  $2  or  $3.  What  they'll  be 

Can  it  survive  without  the  smaU  refiner  bias?   asking  for  is  standby  controls  to 

equalize  the  cost  of  oil  in  an  emergency,  when  supplies  might 
be  tight.  In  an  embargo,  say,  or  a  major  war. 

The  major  oil  companies  with  domestic  reserves — like  Gulf 
and  SoCal — see  such  measures  basically  as  a  means  for  inde- 
pendents to  impose  controls.  Things  have  changed  consider- 
ably since  1973,  they  argue.  These  days,  foreign  governments 
market  perhaps  50%  of  the  oil  that  moves  in  international 
trade,  vs.  2%  in  1973.  So  the  independents  already  have  equal 
access  to  much  of  the  crude  available.  "The  producing  coun- 
tries," scoffs  Warren  Davis,  chief  economist  for  Gulf  Oil,  "will 
deal  with  independents  just  as  quickly  as  they'll  deal  with  us. 
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ardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

atemational  oils 

)ccidental  Petroleum 

29.0% 

1 

54.0% 

0,6 

25,0% 

4 

14.0% 

6.2% 

15.0% 

7 

26.4% 

1 

hillips  Petroleum 

21.7 

2 

25.8 

0,2 

20,5 

1 

16.5 

8.7 

17.9 

3 

22.6 

2 

Conoco 

20.7 

3 

25.9 

0.4 

17,2 

2 

14,4 

5.7 

16.7 

6 

19.8 

3 

.xxon 

17.9 

4 

25.3 

0.2 

18.6 

5 

13.8 

5.7 

17.2 

5 

10.1 

6 

lobil 

17.9 

5 

26.5 

0,3 

18.8 

6 

13.2 

4,6 

22,6 

1 

14.6 

4 

tandard  Oil  Calif 

17.8 

6 

24.9 

0,2 

199 

3 

14,4 

5.7 

19.6 

2 

14.1 

5 

"exaco 

13.9 

7 

21.5 

0.3 

15.4 

8 

10,4 

4.6 

17,8 

4 

4,0 

8 

;ulf  Oil 

13.6 

8 

16.9 

0.2 

13,8 

7 

11.4 

5.2 

13.9 

8 

9,5 

7 

ledians 

17.9 

25.6 

0.3 

18.7 

13.9 

5.7 

17.5 

14.4 

ther  oil  and  gas 

"osco 

62.7% 

1 

49.6% 

0,9 

30,2% 

8 

18.2% 

3.6% 

46.1% 

3 

73,3% 

louston  Oil  &  Minerals 

53.1 

2 

27.4 

1.1 

10.4 

9 

17.5 

20.2 

65.9 

2 

44,1 

2 

charter 

47.3 

3 

25.6 

0,8 

16,2 

2 

24,6 

3.8 

30,9 

14 

41.6 

3 

lowell 

37.7 

4 

34.7 

0,0 

32,0 

1 

25.0 

7.4 

32,9 

13 

25.0 

15 

titchell  Enrgy  &  Dev 

36.4 

5 

44.3 

1,1 

14,4 

29 

11.8 

15.4 

36.4 

8 

34.4 

8 

tandard  Oil  Ohio 

31.9 

6 

58.1 

1,0 

26,2 

23 

13,4 

17,2 

27.3 

18 

39.8 

5 

kshland  Oil 

31,7 

7 

21.2 

0.5 

12.7 

14 

16,0 

2,5 

17,1 

42 

27.3 

13 

uperior  Oil 

31.7 

8 

19.7 

0.4 

13.8 

32 

1 1,3 

21,0 

25,2 

19 

24.5 

17 

)orchcster  Gas 

30.7 

9 

36.3 

0.7 

19.7 

4 

19,8 

5.7 

66.5 

1 

33.9 

9 

arth  Resources 

30.0 

10 

41.0 

0.5 

25.2 

6 

19,4 

4,6 

29,6 

15 

27.5 

12 

'exas  Oil  &  Gas 

29.9 

11 

36.7 

0,7 

16.4 

15 

15.4 

11,9 

44,9 

4 

32.4 

10 

:iark  Oil  &  ReKning 

28.8 

12 

44.5 

0,2 

36,4 

5 

19.6 

5.6 

20.1 

30 

37.9 

6 

'ennzoil 

28.8 

13 

37.5 

0,7 

19,2 

25 

12.9 

12,5 

19.3 

32 

21.6 

19 

dAPCO 

28.0 

14 

25.6 

0.7 

13,3 

18 

14.3 

9.2 

28.5 

16 

19.8 

22 

^rown  Central  Petroleimi 

26.9 

15 

18,3 

0.5 

13.3 

13 

16.2 

2.7 

23.0 

22 

41,1 

4 

Note:  Explanation  of  Yardsticks  calculations  on  page  49 
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Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

Company 

5-year 
average 

latest 
5-year   1 2 
rank  montlis 

debt/ 

equity 

ratio 

12 

months 

5-year  5-year 
rank  average 

net 

profit 

margin 

5-year 
average 

5-year 
rank 

5-year 
average 

5-y 
ran 

Holly  Corp 

26.8% 

16 

22.5% 

0.3 

18.. 5% 

7 

18.6% 

2.2% 

35.4% 

11 

34.8% 

7 

Louisiana  Land 

26.4 

17 

28.0 

0.2 

23.4 

3 

21.2 

17.8 

24.8 

20 

9.7 

38 

Kaneb  Services 

25.8 

18 

29.6 

0.9 

15. 1 

19 

14.2 

14.9 

36.1 

10 

16.7 

27 

Natomas 

25.6 

19 

29.7 

0.6 

20.1 

12 

16.8 

15.5 

40.1 

5 

31.4 

11 

Petrolane 

24.5 

20 

25.4 

0.5 

17.3 

11 

17.0' 

5.2 

21.0 

27 

19.9 

21 

Belco  Petroleum 

22.4 

21 

22.5 

0.1 

18.2 

10 

17.2 

9.8 

21.9 

23 

23.6 

18 

Pacific  Resources 

21.5 

22 

26.6 

0.9 

14.0 

33 

11. 1 

2.8 

33.0 

12 

26.2 

14 

Amerada  Hess 

21.0 

23 

29.0 

0.4 

20.5 

16 

15.0 

7.1 

19.2 

33 

15.9 

28 

Sun  Company 

19.5 

24 

25.2 

0.2 

18.1 

22 

13.6 

7.5 

24.1 

21 

17.1 

25 

Sigmor 

19.4 

25 

22.7 

0.6 

16.1 

17 

14.6 

2.3 

37.7 

7 

12.8 

33 

Atlantic  Richheld 

19.1 

26 

26.0 

0.4 

16.0 

26 

12.6 

7.3 

21.6 

25 

24.9 

16 

Marathon  Oil 

18.9 

27 

22.4 

0.6 

13.6 

26 

12.6 

4.5 

21.4 

26 

16.8 

26 

Standard  Oil  Indiana 

18.4 

28 

22.8 

0.3 

15.9 

21 

13.6 

7.3 

18.6 

34 

15.5 

31 

Shell  Oil 

17.6 

29 

20.9 

0.4 

13.0 

24 

13.0 

7.7 

17.4 

41 

17.2 

24 

Murphy  Oil 

17.5 

30 

26.8 

0.5 

15.7 

36 

10.3 

7.7 

17.6 

40 

15.8 

30 

Tesoro  Petroleum 

17.5 

31 

64.4 

0.5 

31.1 

35 

10.6 

3.8 

36.2 

9 

-AA 

42 

Union  Oil  California 

1  7.4 

32 

21.0 

0.4 

14.3 

28 

12.0 

6.3 

15.1 

43 

12.3 

34 

Teimeco 

17.1 

33 

18.8 

0.7 

10.6 

39 

9.7 

5.4 

17.7 

38 

9.0 

39 

United  Refining 

16.9 

34 

14.5 

0.5 

10.6 

30 

11.8 

1.6 

20.1 

29 

15.9 

28 

Getty  Oil 

16.9 

35 

24.7 

0.0 

20.0 

20 

13.9 

9.5 

17.7 

39 

20.1 

20 

Suburban  Propane  Gas 

15.6 

36 

18.1 

0.6 

11.0 

41 

9.6 

3.1 

20.8 

28 

11.0 

35 

American  PetroKna 

15.6 

37 

23.9 

0.7 

16.1 

31 

11.4 

5.3 

18.4 

35 

7.2 

40 

Empire 

15.5 

38 

15  9 

0.8 

10.6 

38 

9.7 

1.8 

28.3 

17 

17.3 

23 

Kerr-McGee 

14.2 

39 

14.6 

0.3 

10.2 

34 

10.8 

5.2 

17.8 

37 

10.8 

36 

Quaker  State  Oil 

14. 1 

40 

11. 5 

0.4 

8.0 

40 

9.6 

3.2 

21.8 

24 

3.1 

41 

Cities  Service 

14.0 

41 

21.4 

0.4 

14.3 

37 

10.0 

6.4 

17.9 

36 

14.5 

32 

Valero  Energy 

10.8t 

42 

24.2 

0.4 

12.2 

42 

6.2t 

3.0 

19.7t 

31 

D-P 

Commonwealth  Oil  Rfg 

def 

43 

def 

2.1 

def 

43 

def 

def 

13.2 

44 

P-D 

43 

Coastal  Corp 

«  * 

21.0 

1.1 

8.7 

*  * 

2.1 

38. S 

6 

lO.Ot 

37 

A^edians 

21.5 

25.0 

0.5 

15.8 

13.6 

5.7 

22.5 

19.8 

Coal 

North  American  Coal 
St  |oe  Minerals 
Pittston 

Eastern  Gas  &  Fuel 
Westmoreland  Coal 

16.9% 
15.1 
13.4 
12.9 
8.3 

1 

2 
3 
4 

5 

17.2% 
16.7 
11.9 
14.6 
def 

4.9 
0.3 
0.1 
0.5 
0.4 

5.9% 
11.8 
9.6 
8.8 
0.4 

5 
1 
2 
4 

3 

6.8% 
12.0 
11.3 

7.8 

8.5 

3.2% 

7.2 

4.0 

5.9 

def 

16.9% 
18.5 
11.0 
13.2 
7.8 

2 
1 
4 

3 
5 

18.8% 

4.1 
-0.8 

7.1 
-9.6 

1 

3 
4 

2 
5 

Medians 

13.4 

14.6 

0.4 

8.8 

8.5 

4.0 

13.2 

4.1 

Industry  medians 

19.3 

24.7 

0.5 

15.7 

13.3 

5.7 

20.8 

17.2 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note:  Explanation  of  Yardsticks  calculations  on  page  49.    tFour-year  average. 

tFour-year  growth.    F-D:  profit  to  deficit.    D  P;  deficit  to  profit;  not  ranked    def  deficit     "Not  available,  not  ranked 


and  they  don't  care  too  much  about  size." 

In  any  supply  shortage,  the  majors  point  out,  they  won't 
necessarily  be  able  to  wipe  out  their  competition  or  gain  large 
market  shares  even  if  they  wanted  to,  just  because  they  have 
their  own  source  of  supply.  Says  Paul  Premo,  head  of  the 
regulatory  staff  at  Standard  Oil  of  California;  "We  can't  just  dip 
in  and  say  we're  going  to  enter  a  new  market  or  penetrate 
deeper  into  a  market.  We  don't  have  the  crude."  He  and  his 
counterparts  obviously  are  fully  aware  that  if  the  independents 
don't  get  their  way  they  may  join  the  so-called  consumer  lobby 
in  advocating  divestiture.  That  explains  why  John  McKinley, 
chairman  and  CEO  of  Texaco,  was  making  speeches  recently, 
saying,  "The  industry  should  avoid  intramural  disputes  and  try 
to  present  a  unified  front." 

So  far,  however,  there's  no  sign  of  that  united  front.  Except, 
maybe,  where  the  teapots  are  concerned.  Senator  Bennett 
lohnston  (D-La.)  represents  the  region  where  a  good  many  of 
the  teapots  are  located.  Last  year  he  introduced  legislation  that 


would  have  given  small  refiners — and  consequently  the 
pots — loan  guarantees.  This  year  he  will  probably  again  cal 
loan  guarantees  to  get  small  refiners  to  upgrade,  but  his  ot 
says  teapots  will  be  left  out  in  the  cold.  Most  refiners,  intej 
ed  or  not,  are  also  keeping  their  distance.  'Those  teapots  h 
given  the  industry  a  shiner,"  says  Jim  Gavin,  CEACO  ex« 
tive  director.  "They  saw  an  opportunity  to  get  rich,  and  i 
they're  flying  around  in  Learjets.  We  feel  we  cannot  march 
by  side  with  them." 

It's  been  predicted  that  refining  policy — the  questior 
some  alternative  to  entitlements  and  the  small  refiner  bi£ 
will  be  the  hottest  energy  issue  in  Congress  this  year.  T 
may  or  may  not  turn  out  to  be  true.  But  it  seems  clear  t 
decontrol  will  provide  a  test  for  the  new  conservative  major 
To  what  extent  will  it  come  out  on  the  side  of  a  free  mar 
and  to  what  extent  will  it  protect  Big  or  Little  oil  at 
expense  of  consumers  and  taxpayers'  At  this  point,  tha 
anyone's  guess. — Jean  A.  Briggs  with  Jeff  Blyskal 
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Personal  privacy. 

Everyone  wants  it.  Everyone  believes  in  it.  And  with  so  much  personal 
information  being  stored  in  computers  and  other  files,  it's  been  of  continuing 
concern  to  us  at  IBM. 

So,  a  number  of  years  ago  we  began  to  examine  how  personal 
information  was  being  handled  in  our  own  house. 

Actually,  our  record  was  pretty  good.  But  it  wasn't  perfect. 
We  discovered  that  we  were  collecting  some  information  about  people 
which  didn't  really  relate  to  their  jobs.  And  we  concluded  that  one  excellent 
way  to  protect  people  was  to  collect  less  information  about  them. 

So,  we  purged  our  files  of  non-essential 
data.  And  we  stopped  asking  job  applicants 
things  such  as  age,  where  a  spouse  worked, 
credit  references,  etc. 

We  ask  only  what  we  need  to  know  to 
run  IBM,  and  only  people  who  need  to 


A  few  years  ago,  The  Harvard  Business 
Review  published  an  examination  of  the 
program  to  safeguard  personal  privacy 
inside  IBM.  If  you  d  like  a  copy,  write  to: 
John  Rankine 
Privacy.  IBM,  Box  502 
Armonk.  New  York  10504 


know  it  can  see  it.  Information  that's  stored  in  computers  is  further 
protected  by  electronic  safeguards  built  into  the  system. 

What  we've  done  so  far  isn't  the  answer  for  everyone. 

But  it  begins  to  deal  with  the  question. 


"At  Rockwell  International,  we  believe  that  the 
creative  management  of  first-rate  information 
fosters  both  growth  and  productivity." 


Robert  Anderson 

Chairman  and  Chief  Executive  Officer 
Rockwell  International  Corporation 


At  Dun  &  Bradstreet,  our  job  is  to  help. 


At  Rockwell  Internation^ 
where  science  gets  down 
to  business,  The  Dun  & 
Brad  street  Corporation  is  of- 
ten called  upon  to  help  busi- 
ness get  down  to  a  science. 

Up-to-the-minute  informa- 
tion from  D&B  helps  Rockwell 
International  create  an  environ- 
ment that  fosters  technological 
progress  in  its  Automotive, 
Aerospace  (including  the 
Space  Shuttle  Main  Engine 
being  test-fired  in  this  photo- 
graph). Electronics  and  Gen- 
eral Industries  businesses. 

At  Rockwell's  headquarters, 
for  example,  an  on-line  com-  - 
puter  terminal  provides 
instant  access  to  Dun  & 
Bradstreet's  credit  and 
financial  information  on  more 
than  four  million  U.S.  busi- 
nesses. Rockwell  uses  this  data 
to  gauge  the  economic 
strength  of  suppliers,  custom- 
ers and  prospects- quickly. 


accurately  and  efnciently. 

National  CSS,  another 
D&B  company,  increases 
Rockwell's  productivity  by 
supplying  software  for  sales 
analysis  and  product  plan- 
ning. NCSS'  time-sharing 
network  assists  Rockwell's 
Aircraft  Division  in  develop- 
ing sales  proposals  for  military 
contracts. 

Rockwell's  trade  and  corpo- 
rate advertising  reaches  finely 
targeted  markets  through  12 
of  the  22  magazines  published 
by  D&B's  Technical  Publishing. 
Another  Technical  division, 
TPC  Training  Systems,  helps 
teach  the  plant  maintenance 
forces  of  18  Rockwell  divisions 
how  to  perform  their  jobs 
more  efficiently,  more 
productively. 

Another  Dun  &  Bradstreet 
company,  Reuben  H. 
Donnelley,  through  its  Na- 
tional Yellow  Pages  Service, 
gives  Rockwell  International 


the  ease  and  efficiency  c 
placing  Yellow  Pages  ads 
nationwide  with  a  single 
contract. 

Rockwell  calls  on  Moody's 
Investors  Service  to  rate  its 
bonds  and  commercial  paper. 
Moody's  Manuals  provide  a 
wealth  of  financial  and  operat- 
ing information  for  sound 
investment  decisions. 

The  Fantus  Company  has 
served  Rockwellformorethan 
two  decades  with  location 
studies  that  help  determine 
the  best,  most  productive 
sites  for  Rockwell  plants. 

By  offering  a  range  of  infor- 
mation and  services  unique  to 
the  business  community,  The 
Dun  &  Bradstreet  Corporation 
contributes  to  the  balanced 
growth,  increased  productivity 
and  the  overall  success 
of  Rockwell  International 
and  other  businesses  around 
the  world. 


The  Dun  &  Bradstreet 
Corporation 


Business  Information  Services:  Dun  &  Bradstreet  Credit  &  Intormation  Services;  Commerc  ial  Ccjilection  Division;  National  CSS; 
Dun  &  Bradstreet  International;  Dun  &  Bradstreet  Plan  Services;  The  Fantus  Company;  Publishing:  Reuben  H.  Donnelley; 
Moody's  Investors  Service;  Official  Airline  Guides;  Technical  Publishing;  Funk  &  Wagnalls;  Marketing  Services;  Donnelley  Marketing; 
Dun's  Marketing  Services;  Broadcasting:  Corinthian  Television  Stations;  TVS  Television  Network;  Peters,  Griffin,  Woodward. 


For  the  aluminum  industry,  overexpansion  is 
a  thing  of  the  past.  Isnt  it?. . .  Isn't  it? 


Aluminum 


A YEAR  AGO  Cornell  Maier,  chairman  ot  Kaiser  Alumi- 
num Chemical  Corp.,  dismissed  overexpansion  m 
the  aluminum  industry  as  a  thing  of  the  past.  "Never 
again,"  said  he;  the  Eighties  would  be  the  decade  of  the 
shortage.  Where  in  the  past  the  industry  might  have  been 
tempted  to  overexpand,  it'll  be  prevented  from  doing  so,  Maier 
argued,  mainly  because  of  expensive  pov^'cr.  But  to  ludge  by  the 
expansion  programs  announced  last  year,  one  had  to  wonder. 

Alcoa,  the  leading  U.S.  producer,  proposed  a  five-year,  $4 
billion  capital  program.  Montreal-based  Alcan  Aluminium  Ltd. 
will  weigh  in  with  nearly  $4  billion  for  the  same  period. 
Reynolds  Metals  Co.  proposes  to  spend  $230  million  a  year  in 
the  early  Eighties;  Kaiser,  $4  billion  through  1989.  In  October 
Kaiser's  treasurer  predicted  that  during  the  Eighties,  the  world 
aluminum  industry  would  spend  $100  billion  on  new  capacity 
and  another  $40  billion  to  enlarge  existing  plants. 

For  most  of  the  Seventies  too  much  production  and  not 
enough  demand  accounted  for  aluminum's  insufferably  erratic 
profits.  Came  the  boom  of  1978  and  1979,  however,  and  the 
balance  tightened,  so  that  when  the  U.S.  recession  finally  hit 
in  the  second  half  of  1980  the  Big  Four  were  protected  from  the 
kind  of  surplus-ridden  bloodbath  that  cut  their  earnings  by  an 
average  Sl%  in  1975.  This  time  around,  Alcan  wasn't  hurt  at  all, 
Reynolds  and  Kaiser  were  up  slightly,  and  only  Alcoa  declined, 
its  earnings  off  more  than  10%  because  of  an  overseas  strike, 
trouble  at  another  foreign  plant,  an  accounting  change  and 
misjudgment  of  demand  in  the  aerospace  market.  Flush  with 
confidence,  the  aluminum  makers  are  expanding  again. 

It's  bound  to  be  rougher  in  1981.  As  the  U.S.  turns  around, 
Europe  and  Japan  will  slump,  so  that  metals  analyst  Peter 
Merner  of  L.F.  Rothschild,  Unterberg,  Towbin  estimates  prof- 
its for  the  group  could  be  down  22%.  But  in  1982  and  1983, 
demand,  prices  and  profits  should  recover  to  record  levels. 
But  plenty  of  industry  executives  aren't  as  positive  as  Cor- 


Aluminum 


nell  Maier  that  recovery  isn't  going  to  bring  on  ainiuu  i  m 
of  capacity — for  instance,  David  Culver,  chief  executi\ 
Canada's  Alcan.  His  company  is  spending  $42,S  miUio 
bring  on  188,000  tons  of  new  smelter  capacity  by  I9h 
Grand  Bale,  Que.  It  has  also  talked  about  adding  200,000 
and  more  at  its  giant  Kitimat,  B.C.  operation  as  we 
building  a  new  Grand  Baie-size  smelter  in  Manitoba. 

With  75%  of  his  output  in  Canada,  Culver  holds  a  trei 
dous  edge  over  American  competitors  because  of  all  the  c 
hydroelectric  power  at  his  disposal.  According  to  I.  Clar 
Morrison  of  Dean  Witter  Reynolds,  in  Canada  it  costs  A 
around  5  cents  of  energy  to  produce  a  pound  of  aluminur 
14  cents  for  firms  in  tfie  U.S.  And  that  advantage  is  certa 
be  sustained.  "Even  so,"  admits  Culver,  "frankly,  I'm  afra 
overbuilding.  Suppose  we  did.  Since  we  have  lower  produc 
costs,  all  that  would  mean  is  that  we'd  take  longer  to  go  o 
business." 

Among  the  top  U.S.  producers,  it  is  precisely  the  high  cc 
energy  in  the  U.S.  and  Europe — where  62%  of  total  Free  W 
capacity  is  located — that  has  driven  them  to  expand  in  pi 
such  as  Brazil  and  Australia.  Alcoa  has  a  $1  billion  pre 
under  way  on  the  north  coast  of  Brazil,  Reynolds  is  pum 
$550  million  into  a  joint  venture  in  Australia.  These  coun 
are  rich  in  bauxite  and  cheap  power;  production  there  co 
cents  to  7  cents  of  energy  per  pound.  Local  demand  is  sm. 
fast  growing — in  Brazil  per  capita  consumption  of  aluminu 
5  pounds,  r.s.  60  pounds  in  the  U.S. — but  such  countries 
serve  markets  like  Japan,  where  45-cents-per-pound  ele 
bills  have  shut  down  40%  of  the  aluminum  industry. 

"Going  international  was  always  our  long-term  strategy, " 
Charles  Parry,  Alcoa's  executive  vice  president  for  prir 
products.  "The  rapid,  uninterrupted  rise  in  American  pc 
costs  just  lit  more  of  a  fire  under  us.  The  result  is  that  nov 
helped  to  locate  us  where  we  want  to  be,  in  the  Nineties." 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

Company 

latest 
5- year      5-year  12 
average    rank  months 

debt/ 

equity 

ratio 

latest 

12           5-year  5-year 
months    rank  average 

net 

profit 

margin 

5-year  5-year 
average  rank 

5-year  5-ye 
average  rank 

Alcan  Aluminium 
Alcoa 

Kaiser  Alum  &.  Chem 
Reynolds  Metals 

18.4';„         1  26.4% 
16.6           2  20.2 
16.4           3  22.7 
13.0           4  16.4 

0.3 
0.4 
0.5 
0.7 

17.2%        1  12.3% 
14.3          2  11.0 
13.3          3  9.5 
9.7          4  7.5 

10.7% 
9.9 
8.5 
5.4 

14.6%  1 
14.3  2 
14.2  3 
13.9  4 

28.1%  1 
26.0  2 
23.2  4 
23.4  3 

Industry  medians 

16.5  21.5 

0.5  ' 

13.8  10.3 

9.2 

14.3 

24.7 

All  industry  medians 

15.8  16.1 

0.4 

11.0  11.1 

5.0 

14.3 

13.9 

Note:  Explanation  of  Yardsticks  calculations  on  page  49. 
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eanwhile,  the  danger  of  the  next  few 
s'  shortage  turning  quickly  into  over- 
ly   has    far    from  disappeared, 
ere's  a  lot  of  talk  about  whether  or 
the  U.S.  recession  is  over,"  says  Cul- 
f  Alcan.  "People  constantly  refer  to 
ous  curves — Vs,  Us,  Ws,  saucers  and 
rth.  I'm  pretty  sure  the  best  scenario 
or  industry,  in  plain  English,  would 
slow,  steady  recovery,  nothing  too 
atic.  On  the  other  hand,  if  alumi- 
prices  start  going  through  the  roof, 
ould  lead  to  mistakes  in  long-range 
Jining." 

Mere's  how  Culver  thinks  it  could  hap- 


iiiork  1)1  (iliDiiiuu)}!  plant 

i  Eighties:  $140  billion  to  expand. 


Since  1976  ingot  prices,  which  ac- 
nt  for  about  20%  of  the  Big  Four's 
s,  have  been  steadily  on  the  rise — 
n  an  average  of  53  cents  a  pound  in 
(S  to  71  cents  a  pound  in  1980,  and  an 
! mated  $1  by  1984.  But  suppose,  Cul- 
says,  the  industry  takes  advantage  of 
hortage  to  chase  profits,  and  raises 
t  price  even  higher.  According  to  Cul- 
,  $1.25  isn't  so  farfetched  because 
lit  briefly  hit  this  mark  on  the  spot- 
tals  market  last  year.  "You  give  the 
ustiy  two  more  years  and  $1.25  alu- 
lum,"  says  he,  "and  I  guarantee  you 
nty  of  people  will  forget  about  having 
n  burned  by  overcapacity  before." 
n  short,  higher  profits  in  an  industry 
g  starved  of  profits  might  encourage 
rth  American  aluminum  producers  to 

V  speeding  up  expansion  and  bring  on 
ly  much  of  the  700,000-odd  tons  of 

V  smelter  capacity  it  is  estimated  will 
;n  by  1984  and  1985.  "If  a  downturn 
;es  place  soon  after,"  warns  David 
Iver,  "well,  unfortunately  in  our  busi- 
ss,  making  hay  and  making  miscalcu- 
lons  go  hand  in  hand.  I'm  not  saying 

going  to  happen,  mind  you,  I'm  just 
ing  watch  out."— Thomas Jciffu 
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Dorf t  Expect  A  State 
That  Can't  Balance 
-  Its  Own  Budget  lb  Be 
'  GoodForBusiness. 

Many  of  the  states  making  a  hue 
and  cry  for  new  business  would  do 
weU  to  pay  more  attention  to  their  own. 

Certainly,  our  experience  here  in 
Virginia  over  the  past  200  years  would 
suggest  that  a  balanced  state  budget 
creates  the  l^est  climate  for  business. 

It  encourages  lower  corporate  taxes, 
so  that  industry  does  not  have  to  pay 
for  the  financial  sins  of  government. 

And  second,  businessmen  kriow 
that  they  can  expect  support  from  a 
government  that  plays  by  the  same 
rules  and  faces  the  same  bottom  line. 

If  you  want  the  best  location  for 
your  company,  look  at  the  business 
climate  in  Virginia.  And  remember  that 
probably  no  other  state  has  balanced 
its  budget  for  as  long  as  we  have.  Just 
contact  the  Division  of  Industrial 
Development,  Dept.  F6.  Richmond, Va. 


23219. 


Robert  C.  Watts,  jr.  State  Treasurer 


Virginia 


In  Manhattan,  a  breath  of 
fresh  air  on  Central  Park. 


More  thcin  two  thirds  of  the 
businessmen  dnd  women  who 
stoy  dt  the  Essex  House  hdve 
been  our  guests  before. 

They  come  back  for  our  loca- 
tion: near  Fifth  Avenue,  Lincoln 
Center,  Broadway,  and  the  fash- 
ion district.  Towering 42  stories 
over  the  Park. 

They  come  back  because  they 
don't  have  to  wait  for  breakfast 
in  our  parkside  restaurant.  They 
come  back  for  our  businesslike 
ambience  and  our  view. 


But  most  of  all,  they  return  fcM" 
our  impeccable  semce:  wake-up 
calls  that  come  on  time.  First- 
class  room  service. 

They  know  they  can  count  on 
Marriott  to  do  it  ri^ht. 

Write  for  a  brochure.  For  reser- 
vations, call  direct  (212)  247-0300, 
or  toll-free  800-228-9290.  Telex 
12-3205. 

Marriotts 

ESSEX  HOUSE 

KSOCentrnl  Park  South,  New  York  10014 


The  market  for  household  products  has  ma- 
tured along  with  the  baby  boom.  But  new 
lifestyles  are  providing  a  silver  lining. 

Household 
goods 


I 


N  nil  iioijsr  HOLD  i-kodik  rs  industry,  changing  dcmo- 
.i;iaphic;s  contain  a  warning  and  a  promise.  The  warning  is 
that  witli  the  maturmg  ol  the  Worltl  War  II  hahy  hoom, 
new  growth  is  likely  to  come  hard.  The  promise:  New  life- 
styles, creating  larger  numhers  of  smaller  households,  are  also 
creating  new  markets  and  opportunities. 

"This  is  a  demographically  driven  industry,  and  the  demo- 
graphics have  turned  negative,"  says  james  Waggoner,  a  house- 
hold products  analyst  with  Bear,  Stearns  <!k  Co.  Waggoner  is 
referring  to  the  impact  that  slackening  growth  in  the  numhers 
of  prime-age  huyers  is  likely  to  have  on  the  $9  hillion  market  for 
maior  appli.inces — the  refrigerators,  washers,  dryers  and  the 
like  that  account  tor  more  than  halt  of  the  industry's  total  sales. 


For  the  last  five  years,  growth  in  the  numher  of  2^-  r 
year-olds — the  years  when  first  homes  and  new  appliance 
purchased — was  1  7%.  For  the  next  five  years,  it  is  proiect 
slow  dramatically,  to  \  ().1"A,.  Population  experts  expect  tl' 
1 990  the  numher  of  young  adults  will  have  increased  hy  a 
3%  over  the  figure  projected  for  198,^. 

This  means  that  first-time  purchases  of  the  seven  r 
household  appliances  (refrigerators,  ovens,  washers,  di 
freezers,  air  conditioners  and  waste  disposals)  have  sl 
declining  growth  trend  since  the  peak  of  the  early  Sever 
But  more  than  that,  the  replacement  market,  which  acci 
tor  ahout  60'X>  of  all  purchases,  has  heen  soft — and  may  co 
ue  that  way.  That's  hecause  big-ticket  items  like  applianci. 


The  Cuisinart  complex 


The  appliance  industry's  traditional  mar- 
kets may  he  stagnant  these  days,  but  the 
industry  has  lost  none  of  its  traditional  abil- 
ity to  develop  new  products  and  markets. 
Take  the  most  spectacular  recent  success  of 
them  all,  Carl  G.  Sontheimer's  Cuisinart 
food  processor.  With  the  Cuisinart,  Sont- 
heimer  not  only  created  a  whole  new  seg- 
ment of  the  appliance  market,  he  devised 
what  was  one  of  the  most  successful  mar- 
keting strategies  in  history. 

Sontheimer's  Cuisinart  food  processor 
was  the  C^adillac  of  gourmet  food  proces- 
sors, high  priced,  beautifully  engmeered  and 
perfectly  adapted  to  an  affluent  market  that 
never  realized  it  craved  such  a  product.  But 
crave  it  did,  and  Sontheimer  shrewdly  capitalized  on  that  hy 
marketing  only  through  the  more  fashionable  stores  and 
then,  hy  accident  or  design,  titillated  demand  even  more  by 
limited  supplies.  The  four  Cuisinart  models  commanded 
high  list  prices,  between  $1.^0  and  $6S().  With  demand  at 
fever  pitch,  retailers  initially  saw  little  reason  to  discount. 
And  a  decade  after  its  introduction,  Cuisinart  retains  its 
cachet  as  an  item  of  costly  conspicuous  consumption.  It's 
no  accident  that  in  her  new  movie,  I'rirate  /icn/(iniin ,  Gt>ldie 
Hawn  hugs  a  C'uisinart  food  processor  in  mourning  the 
death  ot  her  husband  and  the  affluent  middle-class  lifestyle 
marriage  to  him  had  promised. 

But  while  Cuisinart  king  Carl  G.  Sontheimer's  marketing 
strategy  has  helped  position  top-of-tbe-Iine  Cuisinarts  as  an 
emblem  ot  gourmet  status,  his  tactics  have  also  landed  him 
in  court.  In  September  a  grand  jury  in  Hartford  indicted  the 
privately  owned,  Greenwich,  Conn. -based  firm  for  lateral 
price-fixing,  the  first  such  case  since  Congress  increased 
lateral  price-fixing  penalties  in  the  mid-1970s,  and  the  sixth 
case  since  it  was  deemed  illegal  in  1911. 

Sontheimer  brusquely  dismisses  the  charges  and  claims 


C,uisi>i(ir(  kiii^i  Ccoi  S(>nll\'i})wr 


Cuisinart's  image  "depends  more  on  whe 
the  products  are  sold  and  the  people  wl 
sell  them  than  the  price  at  which  it  is  sold 
b^e  has  compiled  a  list  of  independent  de< 
ers  that  are  reimbursed  for  dealer 
through  Cuismart's  co-op  advertising  pr 
gram,  even  when  those  ads  are  at  pric 
below  "suggested"  retail.  A  fair  amount  is 
stake.  An  untavorable  decision  could  resu 
in  a  maximum  penalty  of  SI  million  f 
Sontheimer,  and  would  have  broad  implic 
turns  for  similar  cases  under  lusticc  Depai 
ment  investigation. 

Since  Sontheimer  first  introduced  foe 
processors  to  the  American  kitchen 
1971,  his  market  share  has  been  shreddi 
by  the  likes  of  General  Electric,  Sunbeam,  Waring  ar 
Moulinex,  who  offer  processors  of  varying  degrees  of  qua 
ity,  safety  and  convenience  for  as  little  as  $.S0  to  SI 40. 

Having  just  parted  company  with  the  French  outfit  th. 
manufactures  Cuisinart's  original  $6,S0  and  $130  model 
Sontheimer  now  offers  two  lapanese  imports  for  SI 75  ar 
$250,  which  he  says  are  more  popular  and  of  higher  qualit 
All  told,  more  than  20  different  brands  now  carve  up  tl 
total  U.S.  market,  allocating  Cuisinart  a  shaky  1 1%  to  12". 
While  overall  processor  sales  reached  .^.1  million  units  i 
19S0,  up  4';,,  from  the  year  betore,  bargain-brand  processo 
selling  tor  under  $50  increased  their  market  share  by  7%,/ 
a  mere  I'Jd  tor  the  $20()'-plus  variety,  according  to  Mcrchcn 
(iisin}>  magazine. 

Sontheimer  won't  discuss  sales  figures.  But  he  claims  th. 
despite  Cuisinart's  declining  market  share,  the  product  is  ^ 
much  in  demand  that  "we're  having  to  allocate  goods.  W 
are  flying  machines  in  from  lapan  at  a  cost  of  $20  apiece, 
we  don't  have  to  leave  stores  in  the  lurch." 

Lawsuit  or  no,  the  old  strategy  would  still  seem  to 
working.— .lauic  .x  I'oari 
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Some  say  the  answer 
s  oil  exploration. 

Some  say  the  answer 
s  conservation. 

For  once,  everybody 
s  right. 

It  is  exploration,  It  is  conservation.  It 
is  alternate  energy  sources.  And  it's  more 
We've  also  got  to  realize  that  our  eco- 
nomic growth  doesn't  have 
to  be  linked  with  excessive 
energy  use.  And  with  waste. 

Without  question,  we 
must  find  more  oil 


cost  billions.  But  the  money  is  available. 

Even  so,  the  most  forceful  domestic 
program  won't  be  enough  to  meet  the 
comingdemand. 

Nobody  uses  as  much  oil  as  America. 
Oil  provideshalfof  our  energy  needs. 
And  half  of  that  goes  into  transportation. 

Smaller  cars  help.So  do  mileage 
standards.  And  we're  getting  there.  But 
we  still  have  a  long  way  to  go. 

Right  now,  there's  no  economical 


And  we  must  learn  to  use 
the  oil  we  have  efficiently.  So 
wheredowestart^ 

Scientists  say  there  are  billions 
of  barrels  of  oil  still  undiscovered  in  the 
United  States.  We  have  the  technology 
to  find  it. 

Exploration  and  development  will 


substitute  for  oil 
as  a  transportation  fuel. So  we  wii! 
continue  to  use  it.  But  coal,  nuclear 
and  solar  are  just  as  good  for  other 
energy  needs.  And  they  are  much 
more  plentiful. 

Energy  is  the  issue  of  ou  r  time.The 
action  we  take  now  will  decide  our  future. 
At  least  Atlantic  Richfield  thinks  so. 


There  are  no  easy  answers. 


ARCO 


Atlantic  Richfield  Company 


were  sold.  In  the  1980  year,  consumers  bought  just  4.S  mi 
clown  10.3%.  Automatic  washers  and  dryers  are  in  a  si 
slump,  with  total  sales  off  7.7"/<>  and  11.7%  respectively. 

Air-conditioner  sales  experience  seasonal  fluctua' 
While  the  unusually  hot  summer  resulted  in  an  explosive 
increase  in  luly  from  the  previous  year,  sales  of  air  conditi 
nevertheless  were  down  14.8%  for  the  year  ended  Oc 
1980.  Analysts  point  out,  however,  that  growing  numhi 
smaller  families  may  be  a  positive  sign.  The  reason:  Opei 
costs  are  a  ma)or  factor,  and  air  conditioners  cost  le 
operate  in  smaller  living  quarters. 

It  is  these  smaller  quarters,  necessitated  by  smaller  far 
or  more  working  women  living  alone,  that  will  provid 
silver  lining  for  the  industry.  The  average  household 
contains  just  2.75  peopler.s  3.33  in  I960;  at  the  same  tini' 
number  of  single-person  households  is  nearly  triple  what  i 
20  years  ago.  Over  half  of  all  women  now  work,  a  phenom 
most  expect  to  continue. 

One  result  has  been  a  new  market  for  appliances  that  i 
mize  convenience.  The  shorter  cooking  time  of  micro 
ovens  is  a  prime  example.  "The  whole  notion  of  conven 
is  epitomized  by  the  boom  in  microwave  ovens,"  says 
goner  of  Bear,  Stearns.  Sales  figures  are  dramatic:  Last 
when  sales  of  other  iViajor  appliances  declined,  a  recor 
million  microwaves  were  sold,  up  31%  from  less  thai 
million  in  1979. 

Household  goods 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total 

capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-V 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

ran 

Appliances 

Maytag 

27.6"/o 

24.5';-„ 

0.0 

23.3"'o 

1 

26.7% 

1 1 .0% 

9.6% 

4 

10.1% 

5 

Gi-neral  Elettric 

20.3 

2 

20.2 

0.1 

18.1 

2 

18.1 

6.1 

11.4 

3 

12.2 

3 

Whirlpool 

18.1 

3 

13.9 

0.1 

12.7 

3 

15.6 

4.2 

6.3 

7 

10.9 

4 

Scovill 

17.5 

4 

12.8 

0.8 

8.9 

4 

12.0 

2.8 

7.5 

5 

36,2 

1 

Sunbeam 

13.0 

5 

12.0 

0.3 

9.9 

6 

10.5 

3.3 

12.3 

2 

9,4 

6 

Hoover 

12.2 

6 

15.2 

0.1 

12.3 

5 

10.7 

4.3 

6.6 

6 

5,3 

7 

Magic  Chef 

11. 1 

7 

l.H 

0.6 

3.7 

7 

10.2 

0.7 

15.3 

1 

14,4 

2 

Singer 

7.7 

8 

10.6 

0.8 

6.3 

9 

5.7 

1.2 

1.3 

9 

D-r 

Zenith  Radio 

7.7 

9 

10.1 

0.4 

7  7 

8 

2.4 

4.1 

8 

^9,6 

8 

Medians 

13.0 

12.8 

0.3 

9.9 

10.7 

3.3 

7.5 

10.5 

Housewares  and  furnishings 

Insiico 

16.8% 

1 

16.8% 

0.6 

9.5"„ 

4 

10.0% 

4.6% 

8.2% 

4 

12,5"„ 

4 

Black  &  Decker 

16.3 

2 

17.5 

0.2 

15.0 

1 

13.4 

6.3 

17.0 

2 

14,7 

2 

Stanley  Works 

15..S 

3 

14.0 

0.3 

12.2 

2 

12.5 

5.1 

11.8 

3 

14.4 

3 

Toro 

14.5 

4 

del 

0.7 

def 

3 

11.6 

def 

18.4 

1 

9.6 

5 

Roper  Corp 

11.9 

5 

4.0 

0.7 

4.7 

5 

8.9 

1.2 

7.3 

6 

18.3 

1 

Mohasco 

5.3 

6 

1.8 

0.7 

3.1 

7 

4.7 

0.5 

7.6 

5 

-4.8 

6 

Talley  Industries 

4.1 

7 

def 

1.1 

del 

6 

4.9 

del 

7 

-16.7 

7 

Medians 

14.5 

4.0 

0.7 

4.7  10.0 

1.2 

8.2 

12.5 

Housekeeping  products 

Procter  &  Gamble 

19.4% 

1 

19.1",, 

0.2 

14.8"o 

2 

15.0% 

5.9"/o 

14.4% 

3 

i2.a;'o 

2 

Clorox 

19.3 

2 

15.4 

0.2 

13.1 

1 

15.2 

.5.2 

12.2 

5 

7.4 

5 

Economics  Laboratory 

17.5 

3 

16.9 

0.6 

12.2 

3 

13.5 

5.3 

16.3 

1 

15.0 

1 

Purex  Industries 

15.0 

4 

14.5 

0.2 

11.3 

5 

11.3 

4.1 

7.4 

6 

8.6 

4 

Colgate-Palmolive 

13.9 

5 

9.7 

0.3 

8.1 

4 

12.2 

2.3 

14.4 

2 

6 

Scott  Paper 

11.4 

6 

12.6 

0.4 

9.2 

6 

8.4 

6.3 

12.3 

4 

1 1.8 

3 

Medians 

16.3 

15.0 

0.3 

11.8 

12.9 

5.3 

13.4 

10.2 

Industry  medians 

14.8 

13.4 

0.4 

9.7 

11.5 

4.2 

10.5 

10.9 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Nole:  Explanation  of  Yardsticks  calciilatioas  on  page  49 
D  P:  deficit  to  profit;  not  ranked,    def:  deficit 


Unlike  most  other  (ipplidiiccs,  niicnjifarc  oven  sciles  have  hoontccl 
They're  short  on  cooking  time,  long  on  convenience. 


among  the  first  to  be  hit  by  the  decline  in  discretionary 
income.  "These  items  are  usually  replaced  every  10  or  12 
years,"  says  Edward  Amold,  an  analyst  with  Boston-based 
Eaton  &  Howard  van  Sanders.  "You  can  always  stretch  an- 
other two  or  three  years  of  use,  and  that  has  been  happening." 

Refrigerators  are  typical  of  the  weakness  in  white  goods.  In 
the  year  ended  October  1979,  about  5  million  refrigerators 
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An  innovative  view  of  information  retrieval 


To  make  risk  management 
more  like  other  business  func- 
tions, Alexander  &  Alexander 
developed  a  unique  insurance 
broker  service,  ARIS  (Alexander 
Risk  Information  Service).  ARIS 
viewed  loss  records  through  the 
eyes  of  those  trying  to  cope  with 
them.  We  learned  that  vital  facts 
lay  buried  in  the  mass  of  records. 
That  loss  data  is  meaningless 
unless  it  can  be  manipulated  and 
made  manageable.  And  that  from 
frustration  come  possibilities, 
then  concepts  and,  finally,  new 
systems  to  turn  mass  data  into 
effectual  risk  information. 

Integrated,  computerized 
data  on  demand 

Only  by  working  from  a 
client  s  point  of  view  can  we  be 
sure  a  company  gets  the  most 
comprehensive,  cost-efficient 


programs  possible. 

This  insider's  vantage  point 
enabled  ARIS  to  link,  through 
sophisticated  computer  tech- 
niques, two  formerly  incompat- 
ible systems:  the  output  of  a 
client's  internal  risk  data,  and  the 
output  of  loss  records  from  vari- 
ous sources.  Result:  a  synergistic 
boost  in  forecasting,  budgeting 
and  funding  — a  coordinated 
client/broker  system  available 
today  only  through  A&A. 

Each  industry  has  different 
needs.  For  insurance,  for  risk 
management,  for  human  re- 
source management,  for  finan- 
cial services.  And  each  of  our  120 
offices  here  and  overseas  has  the 
facilities,  expertise  and  strength 


to  fulfill  the  requirements  of  any 
company,  large  or  small,  in  any 
industry. 

We  think  a  big  reason  A&A 
has  become  one  of  the  largest  and 
most  trusted  insurance  brokers 
worldwide  is  that  we  work  the 
same  way  with  every  client.  From 
the  client's  point  of  view. 


Alexander 


From  the  client's  point  of  view. 


flow  Western  flexible  staffinf>  cuts  personnel  costs 


"A  shifting  economy 
means  shifting  personnel  needs. . . 
I  can  call  Western  at  night 
and  have  qualified  help  by  morning. 


A  company  with  an  iniernational  repu- 
tation like  Siemens  Corporation  has  high 
personnel  standards  to  maintain.  When 
the  economy  waxes  and  wanes  as  it  has  in 
recent  months,  Personnel  Director  Henry 
G.  Matz,  at  Siemens'  Cherry  Hill,  N.J., 
Electronic  Systems  Division,  relies  on 
Western  Temporary  Services  to  meet  fluc- 
tuatmg  company  demands.  Temporaries 
help  him  test  the  need  lor  new  positions 
before  establishing  them  as  permanent 
ones.  This  is  standard  personnel  proce- 
dure for  Mr  Matz. 

"\\"e  find  it  economical  to  take  care  of  an 
immediate  need  mtli  Western  temporanes  and 
then  if  the  need  persists,  we  fill  the  position 
zvith  a  permanent  person.  That  way  we  can 
count  on  having  the  qualified  help  we  need 
when  we  need  it  zvithcnit  the  usual  costs  asso- 
ciated with  hinng  pcwianeni  personnel  .  .  . 
reawling,  screening,  and  benefits.  Western 
takes  care  of  all  that." 

Like  personnel  directors  of  other  large 
companies,  Matz  has  to  contend  with  peak 
demand  times  as  well  as  with  slack  peri- 
ods in  a  constant  adaptation  to  a  chang- 
ing econom\'.  He  must  provide  continual 
quality-  coverage  on  a  da\'  to  day  basis  in 
spite  of  planned  and  unplanned  personnel 
variations. 

"W  hen  I'm  in  a  bind.  I  rarely  have  a  week 
to  find  sofneone  and  tram  liim,"  says  Matz. 
"What  I  like  about  Westeiv  is  that  ez'en  if  I 
call  at  5  p.m.,  we  get  the  qualified  people  we 
need  by  7:30  the  next  morning." 

Over  the  past  \  ear  alone  Siemens  has 
used  more  than  100  Western  temporaries 
in  30  different  job  classifications  ranging 
from  technical  tx  pists  to  assistant  book- 
keepers . . .  from  file  clerks  to  computer 


Henry  Matz,  Personnel  Director, 
Electronics  Systems  Division,  Siemens  Corp. 

terminal  operators  . .  .  from  warehouse 
workers  to  assemblers. 

"Western's  shown  a  thorough  understand- 
ing of  our  needs"  says  Matz.  "And,  I've 
always  gotten  extra  cooperation  when  I've 
needed  it.  The  fact  is.  Western's  people  cotisisi- 
ently  keep  our  Siemens'  managers  and  super- 
visors satisfied  . . .  there's  been  complete 
integrity  in  our  business  relationship -that's 
for  sure!" 

It's  Western's  people  that  make  the  dif- 
ference. Western  provides  reliable  tempo- 
rary help  tailored  to  meet  your  needs.  Join 
Henry  Matz  and  successful  personnel 
directors  of  prestigious  companies,  large 
and  small,  in  taking  advantage  of  flexible 
staffing  with  Western  Temporary  Ser\'ices. 
Call  today.  Ask  for  our  free  brochure 
"Flexible  Staffing  with  Western."  We're  in 
the  white  pages  of  your  phone  book.  200 
offices  worldwide. 


Western 

TEMPORARY  SERVICES. 

Corporate  Headquarters: 
101  Howard  Street 
San  Francisco,  California  94105 
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Microwaves  usually  have  a  smaT 
pacity  than  ordinary  ovens,  a  trcn 
may  extend  to  other  appliances  as 
Some  analysts  predict  a  new  mark 
downsize  appliances,  such  as  srr 
capacity  refrigerators  and  ranges 
will  gradually  be  phased  in  by  the 
manufacturers. 

The  trend  toward  smaller  house 
is  also  reshaping  buying  patten 
small  electrics,  a  S.t  billion  annua 
ket.  It  has  boosted  sales  of  apart 
size  electric  mixers,  coffee  maker 
food  processors ^'.sff  box,  p.  H6).  Sale 
also  mushroomed  for  what  Wag 
calls  "Me-gencration  gadgets":  si 
massages,  hot  tubs  and  other  gimi 
that  people  see  as  a  means  of  sclf-c 
sion.  "The  single  person  wants 
entertained  |at  home],"  Waggoner 
"These  things  are  the  nth  degi 
American  materialism." 


RefrigBTCLtors  are  typical  oj 
wealcness  in  white  goods 
the  year  ended  October  li 
about  5  million  were  sole 
1980,  consumers  bought , 
4.5  million,  down  10.3%.  A 
matic  washers  and  dryers 
in  a  similar  slump. 


But  despite  such  pockets  of  b 
ness,  the  bottom  line  for  the  b 
segment  of  the  industry  remains  1 
With  interest  rates  inching  up  t( 
April's  peak,  1980  estimated  ht? 
starts  at  a  low  1.22  million,  com 
with  1979's  1.75  million,  and  a  I 
chunk  of  income  going  for  things 
food  and  fuel,  analysts  are  chary  o 
dieting  an  upswing  in  major-appl 
sales  at  least  through  the  first  h. 
1981.  After  that,  even  with  a  full 
nomic  recovery,  there  are  those 
nous  demographics.  As  a  result,  A 
notes  a  gradual  liquidation  "al 
down  the  line"  of  big  household 
ucts  companies  in  institutional  and 
sion  fund  portfolios. 

For  the  investor  who  still  wan 
make  a  play  in  the  industry,  the  "; 
lining"  companies  are  the  place  to  h 
firms  making  smaller  items  that 
been  moving  well.  Rubbermaid,  v 
makes  an  array  of  plastic  applianc 
the  S2-to-S5  range,  is  a  current  fav 
Scovill,  a  manufacturer  of  househok 
gets,  is  another. 

The  investor  who  wants  to  ridi 
microwave  boom  will  have  a  diti 
time.  Virtually  all  the  leading  micro 
manufacturers,  such  as  Amana  anc 
ton,  also  make  less-sought-after  i 
ances.  This  means  the  investor  will 
to  buy  the  bad  with  the  good.  Fo 
part,  Waggoner  is  not  recommei 
any  of  the  big  white  goods  compani 
his  clients. — Carol  E.  Curtis 
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YOUCAN  STILLHIRETHEKIND  OF 
PEOPLEWHOMADEAMERICAGREAT. 


It  took  courage,  perseverance  and  strong  backs  to 
build  this  great  land. Qualities  that  some  say  went  out 
along  with  the  wagon  trains. 

But  people  of  this  caliber  still  live  inNorthCarolina. 
And,  like  their  forefathers,  they  re  still  working  hard. 

Respect  for  the  work  ethic  keeps  unemployment 
below  the  national  average.  In  tum,the  unemployment 
insurance  tax  rates  are  among  the  nations  lowest. 

A  high  interest  level  keeps  workers  alert  on  the  job. 
The  injury  rate  is  25%  below  the  national  average.  As  a 
result,workmens  compensation  insurance  rates  are  the 
lowest  in  the  entire  country. 

Besides  wanting  jobs,people  here  want  to  do  them 
better  One  out  of  eight  aaults  is  in  vocational  training. 

Furthermore,North  Carolina  has  some  of  the  most 
competitive  wage  rates  in  the 
country  And  the  work  stoppage 
rate  here  is  one  of  the  lowest  on 
record  anywhere. 

To  find  out  more  about  the 
state  where  American  stick- to-it 
iveness  still  exists,  simply  call 
919733-4151.  Or  send  the  coupon 

Because  the  kind  of  people  whoVe  made  America 
great  would  like  to  do  the  same  for  your  company. 


You  sound  like  my  kind  of  people. 
Send  more  facts. 


NAME 


COMPAm 


ADDRESS 


TITLE 


STATE 


NORTH  CAROLINA 

North  Qiro/ii  Id  f^t/'iiirmcrii  ()/  CoymncTcc 
Industrial  Dei  cb  >t  mu  iu  Dmsion.Suitc  N"  /  707 
^    4}0N  SahshHry  Street  Ralagh.NC 27b}  I  ^ 


Coal  has  begun  to  boom  for  the  railroads 
again,  but  the  question  is:  Just  how  much  of 
these  gains  in  traffic  can  be  converted  into 
corresponding  gains  in  profit? 


Railroads 


IN  THE  Sixties,  the  collapse  in  the  eastern  railroads'  coal 
traffic  prohahly  did  more  than  anything  else — including 
mergers  and  mismanagement — to  plunge  the  eastern  roads 
into  bankruptcy.  These  days,  however,  coal  offers  the  indus- 
try's best  hope  of  becoming  a  major  moneymaker  again.  Coal 
has  maintained  the  blue-chip  character  of  traditional  carriers 
like  Chcssie,  Norfolk  Western  and  Southern  even  during  the 
slump.  It  has  already  transformed  western  roads  like  the  Union 
Pacific,  Burlington  Northern  and  Santa  Fe  into  something  like 
growth  companies,  and  it's  converted  the  Kansas  City  South- 
ern into  a  decent  moneymaker  again.  The  stock  market  has 
taken  notice.  Value  Line  rail  index  has  nearly  doubled  over  the 
past  two  years,  vs.  a  40%  gain  in  the  VL  composite  index. 

Coal  provides  32%  of  the  railroads'  tonnage,  three  times  as 
much  as  second-place  farm  products.  The  railroads  move  two- 
thirds  of  the  U.S.'  825  million-ton  coal  production.  And  the 
prospect  is  for  continued  expansion.  The  National  Coal  Associ- 
ation is  talking  about  a  4.2%  average  annual  growth  in  output, 
to  1.25  billion  tons  in  1990,  and  a  recent  Department  of 
Transportation-Department  of  Energy  report  predicts  Appala- 
chian coal  traffic  will  nearly  double  its  1975  levels  by  1990 — to 
600  million  tons — while  western  coal  traffic  should  go  from 
1975's  97  million  tons  to  625  million. 

To  meet  this  expected  upsurge  in  demand,  the  rairoads  are 
pouring  hundreds  of  millions  of  dollars  into  coal-hopper  cars, 
heavy  track  on  mine  routes  and  export  piers.  Burlington  North- 
ern, for  example,  has  spent  $1  billion  in  the  past  five  years  to 


increase  its  coal-haulmg  capacity  out  of  Wyoming's  I'u 
River  Basin.  Chicago  North  Western  wants  to  invade 
ington's  coal  territory  with  the  help  of  a  $300  million  fe 
loan  guarantee.  Even  Conrail,  the  government-subsidizec 
road  that  gets  only  a  seventh  of  its  revenues  from  coal 
bought  5,500  hopper  cars  since  1977  and  is  investing 
million  in  a  coal-pier  project  in  Philadelphia.  All  told 
same  DOT-DOE  study  predicted,  the  industry  will  spend 
billion  between  1975  and  1990  on  new  cars  and  locomol 
as  much  more  renewing  old  track  and  building  new. 

It's  quite  a  change  from  the  Sixties,  when  the  utilities 
switching  to  oil  to  meet  the  government's  environm 
demands  and  the  railroads  were  vigorously  cutting  rates  i 
hope  of  holding  the  traffic.  So  far  the  upsurge  has  been  lin 
to  the  West  where  a  new  coal  region  is  opening  up,  t( 
South  where  utilities  have  been  replacing  natural  gas  an 
with  coal,  and  to  the  export  market,  which  last  year  h 
taking  utility  coal  for  the  first  time. 

As  these  markets  begin  to  boom,  the  government  is  fo 
power  plants  to  switch  back  to  coal  in  the  name  of  er 
policy,  so  that  some  of  the  railroad's  lost  business  will  re 
The  federal  coal-conversion  program  should  increase  coal 
fic  by  4.4%,  says  a  study  by  the  Association  of  Amei 
Railroads.  "We're  optimistic,"  says  Warren  Barber  of  Con 
coal-hopper  group,  "but  the  political  arena  is  such  tha 
probably  going  to  be  1984  or  1985  before  some  of  these  f; 
ties  are  converted."  The  first  for  Conrail,  a  New  Eng 


Railroads 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  ca 

pital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-yt 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rani 

Chit  &  North  Western 

27.1",, 

I 

45.9% 

2.2 

10.2% 

6 

6.6% 

4.0% 

10,8%t 

6 

20.8%  t 

3 

Missouri  Pacific 

26.7 

2 

21,8 

1.1 

10.9 

1 

11.2 

8.0 

14.2* 

4 

18.7t 

5 

Union  Pacific 

13.3 

3 

15.6 

0.3 

10.3 

2 

8.9 

8.6 

19.5 

21.0 

2 

Southern  Railway 

12.9 

4 

14.3 

0.6 

8.1 

4 

7.4 

10.6 

10.6 

7 

13.3 

9 

Norfolk  &  Western  Ry 

12.6 

5 

15.1 

0.3 

9.5 

3 

"4 

13.6 

5.9 

u 

18.9 

4 

Santa  Fe  Industries 

10.4 

6 

13.3 

0.3 

8.9 

5 

7.2 

9.0 

13.4 

5 

14.3 

7 

IC  Industries 

9.8 

7 

10.2 

0.7 

5.7 

7 

6.1 

2.7 

19.4 

2 

13.3 

8 

St  Louis-San  Fran  Ry 

8.0 

8 

10.3 

0.8 

6.3 

9 

5.1 

5.3 

9.4 

8 

14.5 

6 

Burlington  Northern 

7.2 

9 

10.7 

0.5 

7.0 

8 

5.2 

5.5 

14.9 

3 

25.5 

1 

Southern  Pacific 

6.9 

10 

7.1 

0.6 

4.8 

10 

4.9 

5.3 

8.7 

10 

6.4 

10 

CSX 

*  * 

6.7 

9.2t 

9 

6.  II 

11 

Industry  medians 

11.5 

13.8 

0.6 

8.5 

6.9 

6.7 

10.8 

14.5 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Noie:  Explanation  of  Yardsticks  calculations  on  page  49 
tFour-year  growth    "Not  available;  not  ranked. 
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Mixing  business  with  pleasure 
Centers  growth  formula  for  the  80'i 


Centel  is  reaching  into  two 
exciting  new  fields  with  unlim- 
ited growth  potential. 

Business  communication 
systems. 

And  cable  television. 

That  means  we're  generating 
substantial  new  revenues  and 
earnings  around  the  clock  by 
supplying  our  markets  with 
diverse  telecommunications 
services  during  the  day  and 
entertainment  at  night. 

You  might  say  we're  mixing 
business  with  pleasure.  And  it's 
already  paying  off  in  a  big  way. 

For  example,  the  recent 
acquisitions  of  Fisk  Telephone 
and  Livingston  Communica- 
tions make  Centel  #1  in  sales 
of  business  phone  systems  in 


the  nation.  So,  we're  firmly  posi- 
tioned in  a  billion  dollar  market 
that  promises  to  be  one  of 
the  fastest  growing  areas  of 
communications  throughout 
the  decade. 

Cable  TV  is  also  exploding  into 
the  80's.  And  we're  growing  right 
along  with  it  by  adding  new 
cable  television  franchises  and 
acquiring  operating  systems 
in  expanding  communities. 

With  a  cable  TV  and  master 
antenna  base  expanding  from 
zero  to  100,000  customers  in 
two  years,  Centel  has  become 
one  of  the  nation's  major 
operators. 

Revenues  from  sales  of  our 


cable  TV  and  business  commu- 
nications systems  have  grown 
to  over  $100  million  a  year 

That's  more  than  10%  of  our 
revenues  and  sales  from  busi- 
nesses we  weren't  even  in  three 
years  ago. 

Systems  for  business  com- 
munications. Cable  television. 
And  America's  fifth  largest 
telephone  company  with  ser- 
vice areas  concentrated  in  the 
Sunbelt.  That's  a  good,  solid 
steady  growth  base  to  build  on 
in  the  80's. 


CENTRAL  TELEPHONE  &  UTILITIES 

COME  GROW  WITH  US. 


tlcctric  plant' in  M;issachusctts,  will 
switch  over  one  boiler  next  year. 

The  overriding  question,  of  course,  is 
just  how  much  of  these  gains  in  traffic 
can  be  converted  into  higher  profits  for 
the  railroads.  "The  railroads  ought  to 
participate  in  the  prosperity  of  the  coal 
industry,"  says  [ohn  P.  Fishwick,  chair- 
man of  the  Norfolk  Western.  But  so  far 
the  railroads  haven't  caught  up  with  the 
coal  companies.  Over  the  past  decade, 
coal  freight  costs  have  increased  only 
1 75%  rs.  300%  for  the  coal  itself,  so  there 
ought  to  be  plenty  of  room  for  railroad 
profits  to  expand,  if  only  enough  utility 
furnaces  can  be  found  to  burn  the  stuff. 
That,  of  course,  is  the  rub.  For  though 
coal  costs  are  only  $2  per  million  Btus  to 
oil's  $6,  the  utilities  would  still  rather 
burn  oil.  Oil  is  much  easier  to  handle  and 
is  less  likely  to  bring  environmentalists 
down  on  the  utilities. 

Along  with  the  prospect  of  more  rev- 
enues, the  so-called  deregulation  bill, 
signed  into  law  in  October,  has  roused 
cautious  hopes  in  the  industry.  The  bill 
gives  the  roads  the  freedom  to  raise  their 
tariffs  by  up  to  6%  a  year  above  the 
inflation  rate  for  several  years.  While 
the  procompetition  thrust  of  the  bill 
might  actually  cause  some  rail  rates  to 
fall,  coal  should,  on  paper,  be  a  good 
target  tor  increases,  as  most  of  the  rail- 
roads' coal  business  is  not  exposed  to 
competitive  attack  by  trucks  and  barges. 
The  problem  is  that  higher  coal-hauling 
rates  are  quickly  translated  into  higher 
electric  rates  and  higher  electric  rates 
mean  trouble  with  consumers  and  poli- 
ticians. The  deregulation  bill,  in  fact, 
was  all  but  stopped  dead  last  summer  by 
a  dispute  between  the  San  Antonio, 
Tex.  municipal  electric  company  and 
Burlington  Northern.  "Coal  is  the  politi- 
cally most  sensitive  commodity,  and 
least  likely  to  have  any  [rate]  change 
whatever,  initially,"  says  Robert  D. 
Long  of  First  Boston  Corp.  Still,  it's  hard 
to  see  how  the  industry  can  fail  to  come 
out  somewhat  ahead. 

Even  if  coal  traffic  itself  yields  disap- 
pointing profits,  there's  another  angle  to 
the  energy/rail  play:  Higher  diesel  fuel 
prices,  which  have  increased  tenfold 
over  the  last  decade,  widen  the  rails' 
competitive  advantage  over  trucks  on 
other  shipments.  The  trains  claim  a  4-to- 
1  advantage  in  fuel  costs. 

Still  nn)re  intriguing  are  the  direct  en- 
ergy investments  of  many  rail  holding 
companies.  Burlington  Northern,  which 
got  28%  of  freight  revenues  in  1979  from 
coal,  also  owns  nearly  15  billion  tons  of 
coal  reserves.  Union  Pacific  draws  half 
its  revenues  from  oil  and  gas  operations, 
and  has  10  billion  tons  of  coal.  Santa  Fe, 
Chessie  and  N(^W  all  have  some  coal 
reserves.  The  industry,  it  seems,  would 
be  hard  pressed  not  to  make  a  buck  off 
the  nation's  continuing  energy  crisis 
somewhere.— William  Baldwin 


The  Conrail  conundrum 


Back  in  1975  the  Final  System  Plan  of 
the  U.S.  Railway  Association  predict- 
ed that  by  1979  Conrail  would  be 
making  a  profit  and  paying  dividends 
on  the  stock  distributed  to  creditors 
of  its  bankrupt  predecesst)rs.  What 
happened  was  that  Conrail  lost  $178 
million  in  1979,  and  as  much  as  $240 
millioji  in  1980. 

The  1975  plan,  says  Stephen  Berger, 
the  new  USRA  chairman,  was  "way 
too  optimistic,"  especially  in  assump- 
tions about  freight  volume.  It  as- 
sumed that  tonnage  would  climb  to 
3 14  million  by  1980;  in  actuality  it  fell 
14% — to  under  240  million.  Thus, 
while  employment  is  down  20%  from 
100,000  when  the  plan  was  put  out, 
freight  traffic  has  fallen  almost  com- 
mensurately,  and  the  expected  pro- 
ductivity gains  have  been  elusive  as 
Conrail  continued  to  pay  labor  the 
concessions  it  agreed  to  as  the  price  of 
the  original  Penn  Central  merger.  A 
$250  million  fund  for  severance  pay 
(many  employees  were  guaranteed  the 
equivalent  of  lifetime  employment) 
was  quickly  exhausted  and  Congress 
had  to  add  $2v^5  million  to  it  in  last 
year's  deregulation  bill. 

The  USRA,  which  oversees  federal 
subsidies  to  the  rail  industry,  hasn't 
written  Conrail  off  as  hopeless.  That's 
not  its  job.  One  part  of  the  solution 
is,  as  it  has  always  been,  to  elimi- 
nate trackage,  both  on  low-density 
branch  lines  and  duplicative  main 
lines.  Berger  is  unwilling  to  put  a 
figure  on  track  abandonment,  but 
some  railroadmen  have  talked  about 
doing  away  with  a  third  of  Conrail's 


17,000  miles.  The  other  part  of 
solution  is  rate  adjustments.  Con; 
is  losing  money  on  20%  to  30% 
its  traffic,  according  to  Edward 
Jordan,  the  line's  outgoing  chairm 
Finally,  says  Berger,  "In  addition 
stripping  the  system  down,  you 
got  to  take  an  enormous  load 
their  backs"  by  transferring  resp' 
sibility  for  commuter  trains  to  lo 
transit  agencies. 

Conrail  will  never  have  the  frei 
volume  that  its  components  (prin 
ily  the  Penn  Central)  once  had,  e\ 
with  a  long-hoped-for  resurgence 
coal  traffic  to  northeastern  utilit 
Non-utility  demand  has  slipped 
much.  But  the  North  is  not  dead, 
1985,  says  Berger,  Conrail's  territ' 
will  still  account  for  47%  of 
nation's  industrial  output. 

Can  Conrail  ever  untangle  it* 
from  the  political  pressures  t 
force  it  to  retain  unprofitable  brai 
lines  or  the  assortment  of  Amt 
and  commuter  trains  that  get  und 
foot?  Perhaps  not.  "Nobody 
make  a  buck  in  there,"  says  Norfi 
Western  Chairman  John  P.  Fi 
wick.  "It's  like  spaghetti." 

In  a  report  on  Conrail's  outh 
due  in  Congress  this  spring,  ' 
USRA  will  probably  disagree  w 
this  gloomy  prognosis,  but  Fishw 
is  probably  right.  Nevertheless,  ( 
thing  seems  clear:  Conrail  cannot 
dispensed  with  as  the  Northwest 
dispensing  with  most  of  the  Milw, 
kee.  Without  Conrail,  the  industi 
economy  of  the  territory  it  ser 
would  come  to  a  halt. — w.B. 


A  Oiimiil  coDiniuU'i  tniin  oi  n)ute  fntin  Griiiid  Cxnilnil  la  Xeic  Hciioi 

Around  New  York,  Conrail  has  shyted  such  operations  to  local  tigencie 
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MTHEN  OCEAN  SPRAY  NEEDED  A  NEW  CRANBERRY  PLANT, 
BANK  OF  BOSTON  TURNED  ON  THE  JUICE. 


Not  long  ago,  products  of  Ocean  Spray®  Cranberries,  Inc.  were 
recognized  primarily  as  one  of  the  great  American  fioliday  tra- 
ditions. But  in  recent  years,  startling  changes  have  occurred. 
While  the  company  is  a  non-profit  agricultural  cooperative 
owned  and  operated  by  some  850lruit  growers,  it  has  be- 
come an  aggressive,  vibrant  force  in  the  difficult  world  of 
packaged  goods  marketing.  Total  sales  have  grown  con- 
sistently; reaching  approximately  $230  million  in  1980. 
The  First  National  Bank  of  Boston  has  played  a 
significant  role  in  Ocean  Spray's  success.  In  1976, 
the  company's  management  consolidated  sev- 
eral facilities  into  a  brand  new  plant.  Then  they 
sought  our  assistance  regarding  the  purchase  of 
juice  processing  equipment.  We  recommended 
that  instead  of  buying,  Ocean  Spray  should 
lease  the  machinery  from  us.  The  advantages 
were  legion:  Ocean  Spray  preserved  its  existing 
working  capital  and  channeled  it  toward  more 
aggressive  marketing  efforts.  The  company 
kept  credit  lines  completely  intact.  Compli- 
cated write-offs         .^^vere  avoided.  And 
accounting  and  taxM|H|headaches  are 
our  responsibility.  ^^^V 
'erhaps  you've  noticea?^^Your  own  family 
may  well  be  enjoying  more  aiid  more  Ocean 
Spray  products  like  Cran-Grapef  grape 
cranberry  drink,  Cranapplef  cranberry 
apple  drink,  even  Ocean  Spray  grapefruit 
juice.  Because  of  unique  lease  financing 
provided  by  The  First  National  Bank  of 
Boston,  the  independent  growers  of  Ocean 
Spray  are  able  to  compete  successfully  with 
the  huge  agribusiness  companies.  And  what 
was  once  a  holiday  tradition  is  becoming  a 
year-round  tradition.  That's  what  we  did  for 
them.  Now,  what  can  we  do  for  you?  To  find 
out  more  about  leasing,  from  industrial  equip- 
ment to  computers,  call  Gerry  Cooney,  Vice  Presi- 
dent, at  (617)  434-4042. 


BANKof 
BOSTON 


THE  FIRST  NATIONAL  BANK  OF  BOSTON 


WE'VE  DONE  IT.  WE  CAN  DO  IT  FOR  YOU. 


At  Crane 

we  believe  in  basics. 


That's  why  we're  versatile  in  valves. 

Very  little  moves  around  here  without  Crane.  At 
Marathon  Oils  Louisiana  refinins  facilit/  our  valves 
help  to  control  the  flow  of  business  from  top  to 
bottom.  They  handle  the  toushest  jobs,  too — ^with 
temperatures  runnins  to  1100  desrees  F 

Since  1857,  Crane  has  been  a  dominant  force  in 
makins  valves.  Today's  output  includes  everythins 
from  mass-produced  quarter-inchers  to  siants  of  5 
tons  and  larger 

But  being  the  manufacturer  of  the  world's 
broadest  line  of  valves  is  just  one  of  our  tasks.  Crane 
is  into  a  lot  of  other  basics  as  well.  We're  strong  in 
steel.  Big  in  cement — and  building  products  and 
aircraft  and  aerospace  systems  as  well  as  fluid  and 
pollution  control  equipment. 

Basic  products  for  basic  industries.  That's  wtiat 
Crane  is  all  about. 

Crane  Co.,  300  Park  Avenue,  New  York,  NY  10022 


CRANE 


e  shift  of  consumers  toward  low-tar  brands 
d  the  more  rapid  growth  of  consumption 
road  leave  no  doubt  that  the  cigarette  mar- 
is worth  going  after 


Tobacco 


LFTER  YEARS  OF  DIVERSIFICATION,  Carried  out  With  vary- 
ing degrees  of  success,  the  U.S.'  major  tobacco  compa- 
nies have  come  back  to  their  original  proposition — that 
e's  no  opportunity  hke  the  tobacco  industry  itself.  Not  that 
Dne  has  illusions  that  tobacco  is  a  growth  industry.  For 
•s  the  growth  in  total  U.S.  consumption  of  cigarettes  has 
1  bumping  around  the  1%  or  2%  level,  and  last  year  wasn't 
kedly  different.  But  despite  the  years  of  health  scares, 
e  growth  still  remains,  and  cigarettes  are  foremost  among 
most  profitable  and  vital  consumer  products  in  the  world, 
h  a  five-year  average  return  of  better  than  20%,  tobacco  is 
I  of  the  three  or  four  most  profitable  businesses  in  all  U.S. 
istry,  on  a  par  with  aerospace  and  electrical  equipment  and 
md  only  to  broadcasting. 

Mthough  the  overall  size  of  the  U.S.  cigarette  market  will 
table  during  the  coming  years,"  says  Edward  Horrigan  Jr., 
1  of  R.J.  Reynolds'  domestic  cigarette  company,  "that  still 
s  us  a  400-billion-cigarette  market  to  crack — namely,  the 
mess  held  by  our  competitors.  There  arc  opportunities  if 
can  anticipate  the  wants  of  the  smoking  public.  In  the  past 
nonths  our  company  has  made  long-range  commitments 
mnting  to  well  over  $1  billion,  an  extraordinary  sum  of 
ley.  It  demonstrates  our  conviction  that  this  is  not  a  dying 
istry." 

lost  of  that  $1  billion  is  being  spent  on  capital  improve- 
its  and  expansion  of  its  U.S.  cigarette  operation.  The  U.S. 
it-runner,  with  a  33%  share  of  the  market,  Reynolds  is 
ding  two  big  new  plants  and  expanding  another  m  Win- 
i-Salem,  N.C.  Furthermore,  Reynolds  has  recently  upped  its 
(udget  by  14%  to  around  $250  million,  outspending  archn- 
Philip  Morris  by  almost  a  cent  a  pack, 
hilip  Morris  has  already  demonstrated  what  a  bonanza  the 
Diestic  market  can  be  to  a  canny  marketer  by  almost  dou- 


bling its  market  share  (to  30%)  over  the  last  decade.  Philip 
Morris  spent  $850  million  last  year  and  is  projecting  close  to 
$3.5  billion  through  1984.  Some  of  that  will  go  for  Miller  beer 
and  7UP,  Philip  Morris'  other  main  products.  But  by  far  the 
bulk  will  be  for  equipment  and  new  factories  to  produce  its 
cigarette  brands.  The  company  claims  that  "one  of  our  primary 
needs  now  is  to  expand  our  production  facilities  to  meet  the 
current  and  projected  demand  for  our  products."  The  result  of 
such  modernization  and  expansion  has  been  a  steady  reduction 
in  per-unit  production  costs  throughout  the  industry  (and 
especially  at  Philip  Morris);  and  this,  in  conjunction  with  price 
increases,  makes  cigarettes  even  more  profitable  these  days 
than  they  used  to  be. 

Where  is  the  output  of  all  those  new  facilities  going  to  go? 
Into  one  of  the  most  hotly  competitive  segments  of  the  indus- 
try: low-tar  (15  mg.  or  less)  and  ultra  low-tar  (6  mg.  or  less) 
cigarettes.  The  lesson  of  what  happened  recently  to  Lorillard 
hasn't  been  lost  on  the  industry.  Back  in  1975  Lorillard  decided 
to  reformulate  its  brands  to  make  them  milder  and  to  aim  at 
the  low-tar  market  that  was  emerging.  At  the  time  this  was 
quite  a  daring  move,  apart  from  the  fact  that  Lorillard  was 
putting  almost  all  its  eggs  (five  low-tar  brands  accounting  for 
80%  of  its  market)  in  one  basket.  Back  then,  low-tar  brands 
were  looked  upon  as  pallid  and  tasteless,  but  Lorillard  took  the 
gamble  because  its  share  of  the  market  had  declined  to  8%. 

Intimidated  by  the  health  hazard  cigarettes  pose,  many 
smokers  decided  to  smoke  lighter  rather  than  quit,  and 
Lorillard,  pushing  its  Golden  Lights,  Kent  III  and  Triumph, 
was  one  of  the  prime  beneficiaries  of  their  decision.  Accord- 
ing to  [ohn  Maxwell  Jr.,  of  Lehman  Brothers  Kuhn  Loeb,  the 
low-tar  market  has  increased  from  17.1%  of  total  cigarette 
sales  in  1976  to  almost  50%  today.  Lorillard 's  market  share, 
because  of  its  aggressive  positioning  in  this  booming  seg- 


Tobacco 


rardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

Zompany 

latest 
5-year      5-year  12 
average    rank  months 

debt/ 

equity 

ratio 

latest 

12           5-year  5-year 
months    rank  average 

net 

profit 

margin 

5-ycar  5-year 
average  rank 

5-year  5-vear 
average  rank 

joews 

'hilip  Morris 
<  1  Reynolds  Inds 
\merican  Brands 
Zulbro 

23.8%         1  24.1% 

23.6  2  24.7 
20.5           3  21.6 

18.7  4  26.2 
def          5  def 

0.7 
0.9 
0.3 
0.3 
1.6 

11.8%       4  10.5% 

13.6  2  13.7 

14.7  1  14.8 
17.6          3  13.2 

def          5  1.3 

5.0% 

6.4 

6.7 

6.3 

def 

25.4%  1 
20.8  2 
15.8  3 
9.7  4 
7.2  5 

27.6%  1 
20.2  2 
9.4  4 
13.1  3 
P-D  5 

ndustry  medians 

20.5  24.1 

0.7 

13.6  13.2 

6.3 

15.8 

13.1 

Ml  industry  medians 

15.8  16.1 

0.4 

11.0  11.1 

5.0 

14.3 

13.9 

Note:  Explanation  of  Yards(ick.s  calculations  on  page  49. 
P-D:  profit  to  deficit,    def:  deficit. 
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How  much 
would  your 
company 
save  a  year 

using  OPPD's 

low-cost 
electricity? 


Tell  us  your  kilowatt-hour 
usage  and  kilowatt  demand 
per  month  last  year. . . 
we'll  figure  what  you 
would  pay  in  Omaha/ 
Southeastern  Nebraska. 

Or  if  you're  planning  an  additional 
location,  simply  project  the 
monthly  power  requirements  for  12 
months  and  we'll  compute  what 
your  bill  would  be  at  Omaha  Public 
Power  District  rates. 

OPPD  has  plenty  of  electric  power, 
produced  by  nuclear  fuel  and 
Wyoming  coal,  at  rates  among  the 
lowest  in  the  U.S.  When  you 
use  OPPD  electricity  you  reduce 
America's  dependence  on  imported 
energy  and  cut  the  dollar  outflow, 
while  conserving  our  nation's  oil, 
propane  and  natural  gas. 

Ele^^ity 

By  Omaha  Public  Power  District 


Tom  Gage,  Manager  Area  Development 
Omaha  Public  Power  District 
1623  Harney  Street 
Omaha,  Nebraska  68102 

□  How  much  would  OPPD  charge  my 
firm  for  attached  12  monthly  kwh  use 
and  demand? 

□  Tell  us  more  about  Omaha/SE 
Nebraska. 


Name 


Title 


Company 


Address 


City 


State 


Zip 


5-1 


Cigarette  iiiiviitoiy  at  l'l.)ilil>  Motris'  jilciii!  iii  h'/chiiiij/u/,  \  ii 
Our  competitors'  market  share  represents  our  best  opportunity. 


ment,  is  now  verging  on  8%  of  low  tars, 
10%  overall.  (A  one-percentage-point 
gain  adds  roughly  $130  million  to  a 
cigarette  company's  sales.)  That  makes 
Lorillard  one  of  only  two  major  tobacco 
manufacturers  (Philip  Morris  is  the  oth- 
er) to  significantly  increase  its  share  of 
the  market. 

Now  that  Lorillard  has  shown  the  wis- 
dom of  the  strategy,  the  low-tar  market 
has  gotten  crowded.  Brown  &  William- 
son, a  subsidiary  of  Britain's  B.A.T  In- 
dustries, the  largest  cigarette  maker  in 
the  non-Communist  world,  has  recently 
introduced  its  ultra  low-tar  Barclay 
brand.  After  flopping  with  Barclay's  pre- 
decessors. Fact  and  Arctic  Lights,  BikW 
is  spending  an  estimated  S 1 50  million  on 
this  launch,  which  includes  giving  away 
free  cartons  of  the  brand.  American 
Brands'  Carlton,  with  a  2.7%  share  of  the 
total  cigarette  market,  has  a  33%  share 
of  the  ultra  low-tar  market.  R.J.  Reyn- 
olds' Now  brand  is  second.  Already 
things  are  stiffening  up  where  the  money 
is  to  be  made.  Philip  Morris'  Cambridge 
brand,  introduced  last  year,  has  encoun- 
tered resistance  despite  over  $60  million 
in  advertising  and  promotion.  Undaunt- 
ed, Philip  Morris  is  test-marketing  a 
similar  brand,  Merit  Ultra-Lights,  in  Des 
Moines  and  Sacramento. 

The  growth  rate,  and  the  competition, 
will  be  even  stronger  abroad,  where  some 
3.8  trillion  cigarettes  were  smoked  last 
year  /s.  about  620  billion  in  the  U.S. 
Outside  the  U.S.  the  growth  rates  still 
climb  3%  to  4%  annually,  and  to  5%  and 
above  in  some  developing  countries.  The 
major  manufacturers  won't  let  go  of  an 
opportunity  like  this,  the  rationale  for 


much  of  their  plant  expansion.  1 
Morris  International,  with  160  brai 
170  countries,  sells  about  20% 
cigarettes  a  year  than  does  its  don 
operation.  In  such  markets  as  Italy, 
zerland  and  Australia,  Philip  M 
share  amounts  to  about  30% . 

Reynolds  also  has  high  hopes  for 
national  sales,  particularly  in  Eu 
which  takes  32%  of  RJR's  internat 
tobacco  volume.  Right  now  it's  pu 
its  established  brands  as  well  as  m; 
ing  and  distributing  the  Imperial  Gr 
John  Player  and  John  Player  Sp 
Reynolds  has  only  2.2%>  of  the  \ 
market,  rs.  over  6%  to  Philip  M 
Working  on  the  theory  that  your 
petitors'  market  represents  your  be 
portunity  for  growth,  that  gives  I 
olds  plenty  of  market  to  go  after. 

Another  market  where  the  major 
ufacturers  have  barely  begun  to  i 
inroads  is  Asia.  But  that  situatit 
about  to  change.  Well  over  half  of  w 
wide  cigarette  consumption  occu 
Asia,  the  second-largest  market  in 
region  being  Japan.  Because  of  pro 
tive  import  tariffs,  American -cigai 
producers  have  been  able  to  carve 
only  minuscule  positions  in  Japan 
now  Japanese  trade  officials  have 
pressed  willingness  to  offer  a  50%  n. 
tion  in  present  duty  levels,  which  sh 
greatly  encourage  American  penetn 
of  this  market. 

For  the  next  several  years  the  n 
manufacturers  are  going  to  be  bat 
one  another  with  even  more  savi 
than  usual.  There'll  be  opportunit 
not  exactly  happiness,  in  their 
backyard. — Steven  Flax 

FORBES,  lANUARY  5 


OIL  ALONE  WONT  SOLVE 
AMERICAS  ENERGY  PROBLEMS. 


'  America  has  more  energy  than 
fjaudi  Arabia. 

'   In  fact,  American  oil  shale 
'"eserves  alone  probably  contain 

nore  oil  than  the  entire  Middle 
::ast.  Unfortunately  its  still  easier  to 

)uy  from  foreign  suppliers  —  even 
lit  todays  prices. 


But  as  foreign  oil  becomes 
increasingly  scarce  and  expensive, 
we're  going  to  have  to  replace  it 
with  new  kinds  of  energy. 

So  MAPCO  is  working  on  many 
different  kinds  of  energy 
technology  —  oil,  gas,  coal, 


uranium,  geothermal,  even 
fertilizers  for  farms. 

The  energy  business  of  the 
future  will  be  an  exciting  and 
rewarding  business,  as  long  as  we 
keep  using  our  most  important 
resource... 

Imagination. 


4> 

¥  MAPCO 

BRINGING  IMAGINATION  TO  THE  BUSINESS  OF  ENERGY 

MAPCO  INC  •  1800  S.  BALTIMORE  AVE.  •  TULSA,  OK.  741  19  •  SYMBOL  MDA/NYSt/MWSE/PSE 


International  Paper  presents 
the  10-minute  cabinet 


We  asked  Frank  Lo  Dolce  and 
en  classmates  in  the  seventh 
;rade  shop  at  the  Summit.  N.J., 
funior  High  School  to  see  how 
ast  they  could  put  together  a 
otally  new  kind  of  wood  cabinet. 

And  with  no  tools! 

We  gave  them  quick  instruc- 
lions.  They  went  to  work.  Frank 
inished  in  5  minutes  and  5 
seconds.  The  class  average  was 
\0  minutes.  And  one  student 
managed  the  job  in  2  and  a  half 
ninutes!  (We've  clocked  profes- 
ional  installers  at  90  seconds.) 

Why  it's  a  snap 

How  can  a  wood  cabinet  that's 
50  solid  and  handsome  go  together 
o  fast?  With  no  tools?  Instead  of 
ilue  and  nails,  exclusive  durable 
clips  snap  cabinet  parts  together 
quickly  and  securely. 

There's  no  other  cabinet 
like  it.  It's  called  "Create-a- 
Cabinetl""  And  it  gives  Inter- 
national Paper  custom- 
ers a  strong  edge 
over  other  cabinet 
distributors 
and  dealers 
in  the  battle 
to  attract  do-it- 
yourselfers,  build- 


Look,  ma,  no  tools!  And  no  glue  and 
nails!  IP's  sturdy  10-minute  cabinet  snaps 
together.  And  holds  together  It  must  pass 
an  800-lb.  downward  pressure  test. 

ers  and  remodelers. 

IP's  10-minute  cabinet  offers: 
l.Fast  assembly.  A  glue-and- 
nails  cabinet  with  the  same 
dimensions  as  the  one  Frank 
put  together  would  take  a 
handyman  at  least  30  minutes, 
carpenters  figure.  IP's  cabinet 
assembles  faster— with  no  tools. 
2. Super  strength.  Thirty-five 
torture  tests  prove  it,  including 
an  800-lb.  downward  pressure 
test  to  make  sure  the  cabinet 
won't  collapse  under  the  weight 
of  dishes. 

3.  Easier  to  get  home.  A  whole 
kitchenful  of  IP's  10-minute  cab- 
inets fits  easily  in  a  station 
wagon.  The  cabinets  are  easier 
to  get  into  apartments  and  high 
rises,  too.  Preassembled  cabi- 
nets are  hard  to  wrestle  up  long 
flights  of  stairs  and  can  be  dam- 
aged on  the  way.  But  IP's  new 
cabinets  can  swing  safely 
through  upper-story  windows, 
then  quickly  go  together. 


4.  Take  up  less  room  on  the  job. 

When  a  local  cabinetmaker  deliv- 
ers a  set  of  assembled  cabinets 
to  a  building  site,  heaven  help 
the  carpenter  if  he's  not  ready  to 
install  them.  Cabinets  can  take 
up  a  lot  of  room  out  on  the  floor. 
And  they  stand  a  chance  of  get- 
ting dented.  IP's  10-minute  cabi- 
nets take  up  only  a  corner  of  a 
room  till  they're  ready  to  go  up. 

5.  Broader  inventory.  One  box 
fits  all  fronts.  IP  packs  them 
separately,  so  distributors  and 
dealers  can  stock  more  "fronts" 
than  "boxes"  for  a  bigger  imme- 
diate choice  of  cabinet  styles  for 
their  customers.  IP  offers  Jive 
different  designs. 

6.  Lower  shipping  cost.  Because 
IP's  10-minute  cabinets  take  less 
room  than  assembled  cabinets, 
they  cost  less  to  ship— up  to 
three-quarters  less. 

The  10-minute  cabinet  from 
International  Paper.  It's  an 
example  of  how  we  help  all  our 
customers— from  buildfers  and 
dealers  to  package  goods  pro- 
ducers to  printers  and  more. 

Think  of  us  as  the  problem- 
solvers.  May  we  help  solve  yours? 

Write  to  us  at  the  address  below 
or  call  toll-free:(800)223-1268. 
In  N.Y.  State:  (212)  599-3194. 


® 


INTERNATIONAL 

PAPER 

COMPANY 


77  WEST  45TH  STREET,  NEW  YORK.  NEW  YORK  10036 


i.nk  Lo  Dolce  put  this  IP  wood  cabinet  together 

inutes  and  5  seconds.  If  it's  that  easyjor  him,  think  how  much  easier 
ces  life  for  do-it-yourselfers,  builders  and  remodelers. 
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What  is  NCR  up  to  now'' 


We're  using 

leading-edge  technology 
to  put  computer  power 
where  the  action  is. 

Every  time  you  use  or  are  served  by  an 
NCR  computer  or  terminal,  we're  putting 
the  latest  technologies  to  work— for  you 
Technologies  like  microelectronics, 
which  shrinks  complex  circuitry 
down  to  Lilliputian  proportions. 

Thanks  to  microelectronics,  we  can 
pack  the  same  processing  power 
that  once  filled  an  entire  computer 
room  into  a  compact,  lightweight 
terminal.  And  our  customers 
can  put  that  processing  power 
wherever  they  need  it— customers 
as  diverse  as  Presbyterian  Hospital 
of  Dallas,  John  Deere,  and  Kings 
Island  Family  Entertainment  Center. 

Microelectronics  also  enables  us 
to  design  and  build  computers 
that  are  more  powerful,  more 
reliable,  more  energy  efficient, 
and  more  affordable  for 
businesses  of  every  size.  ^ 

To  stay  in  the  forefront  of  this  tech- 
nology,  we  operate  our  own  microelec- 
tronics facilities,  where  we  design  and 
manufacture  custom  integrated  circuits  that 
meet  our  specific  requirements.  It's  what 
you'd  expect  from  the  first  company  to 
market  an  all-solid-state  business  computer 


Microelectronics  is  just  one  of  the  tet 
nologies  we're  putting  to  work  for  c 
customers.  We're  also  us 
lasers,  fiber  optics,  plas 
displays,  micrographi 
and  a  host  of  other  devek 
ments  to  solve  informat 
processing  probler 

In  fact,  we've  been  usi 
leading-edge  technolc 
to  help  business  and 
dustry  around  the  wo 
for  nearly  a  century.  A 
we  plan  to  continii 
long  after  today's  tec 
nology  is  as  obsok 
as  the  vacuum  tub 


NCR  systems  are  upl 
meeting  your  compU 
data  processing  requi 
ments.  Because  da 
processing  is  c 
only  busine 

□BE 

Complete  Computer  Systi 
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ill  Street  boomed  in  the  1960s,  almost  went 
\der  in  the  1970s  and  now  is  thinking  big- 
than  ever  for  the  1980s. 


Brokerage 


^   ATTERED  AND  BLOODIED  THROUGHOUT  THE  1970s,  Wall 

I  Street  is  now  counterattacking.  The  targets  are  the 
"  nation's  commercial  banks,  msurance  companies  and 
rji  "near-banks"  as  Sears,  Roebuck  and  American  Express, 
l^erage  houses  want  to  break  out  of  their  traditional  busi- 
:es  and  begin  to  provide  every  kind  of  financial  service 
finable  to  consumers. 

the  view  of  Sanford  I.  Weill,  chairman  of  Shearson  Loeb 
'adcs,  brokerage  houses  are  rapidly  diversifying  into  "one- 
tinancial  supermarkets."  In  addition  to  serving  an  individ- 
L'very  banking,  insurance,  investing  and  credit  need,  such 
iinarkets  would  handle  the  buying  and  selling  of  homes, 
,1  relocation  of  executives,  travel  planning  and  financial 
ices  yet  to  be  conceived. 

tar  the  leader  of  the  drive  to  diversify  is  industry  giant 
nil  Lynch  &  Co.,  the  nation's  largest  brokerage  firm  with 
over  $1  billion  in  capital.  Through  its  controversial  Cash 
v.ment  Account,  Merrill  Lynch  allows  customers  to 
-  hecks  and  make  Visa  card  purchases  with  money  avail- 
in  margin  accounts.  Merrill  helps  transferred  executives 
iiL-w  homes  anywhere  in  the  nation  through  its  network  of 
)  realtors.  And  once  a  home  is  found,  the  "thundering 
'  arranges  financing  through  a  local  financial  institution 
then  insures  the  mortgage  through  its  insurance  subsid- 
Merrill  may  also  soon  join  the  battle  now  raging  between 
jcrp  and  American  Express  for  the  $31  billion  traveler's 
k  market;  it  is  considering  a  tax  preparation  service  to 
pute  head-on  with  H&R  Block. 

.spite  these  moves  by  Merrill,  the  "one-stop"  shopping 
asioned  by  Weill  is  still  a  long  way  off.  The  biggest  barrier, 
MDurse,  is  the  47-year-old  Glass-Steagall  Act.  The  act  split 
l^piation's  financial  system  down  the  middle  by  separating 

■3- 


commercial  banking  (taking  deposits  and  makm-  loans)  trom 
investment  banking  (underwriting  and  brokering  securities). 
The  separation  was  mandated  during  the  depths  of  the  Depres- 
sion because  banks,  which  then  participated  in  two-thirds  of 
all  security  underwritings,  often  got  rid  of  junk  at  their  deposi- 
tors' ultimate  cost  by  sticking  it  in  their  own  portfolios.  The 
chicanery  of  such  an  arrangement  prompted  an  angry  public  to 
blame  the  banks  for  the  Crash. 

Bankers  claim  that  Wall  Street's  diversification  drive  is 
largely  illegal  because  it  violates  Glass-Steagall.  Specifically, 
they  charge  that  funds  left  in  the  Merrill  Lynch  Cash  Manage- 
ment Account  are  deposits  and  the  company  is  therefore 
violating  the  law  by  acting  like  a  bank.  For  its  part,  Merrill 
Lynch  contends  that  the  banking  aspects  of  the  program  are 
handled  by  Bank  One,  of  Columbus,  Ohio,  which  issues  the 
Visa  cards  and  checkbooks  used  by  the  firm's  customers.  So 
far,  Merrill  Lynch's  position  has  been  upheld  by  the  courts,  and 
the  Federal  Reserve  Board  has  ruled  that  the  firm  has  done 
nothing  illegal. 

Brokerage  firms  want  to  diversify  for  two  big  reasons:  One  is 
the  fact  that  the  stock  market's  sorry  performance  during  the 
early  1970s  has  prompted  some  5  million  investors  to  leave  the 
market  between  1970  and  1975.  "Wall  Street  obviously  wants 
them  back,"  says  one  analyst.  "And  the  way  to  get  them  back 
is  to  offer  products  that  are  attractive  even  when  the  market  is 
flat  or  falling." 

The  second  reason  is  that  financial  markets  are  changing 
drastically.  Where  once  businesses  were  the  chief  customers 
for  financial  services,  today  the  consumer  is — with  his  bank 
balances,  mortgages,  money  market  funds  and  other  liquid 
assets.  At  the  moment  the  market  is  highly  fragmented  but 
everyone  expects  it  to  become  more  concentrated. 


brokerage 


ardsticks  of  management  performance 


1 

Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-year 

ompany 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

tlearson  Loeb  Rhoades 

34.3% 

1 

55.9% 

1.1 

34.3% 

2 

20.1% 

9.1% 

36.a'/o 

1 

59.3% 

1 

F  Hutton  Group 

25.7 

2 

38.7 

0.3 

33.7 

1 

21.6 

6.8 

27.8 

3 

24.3 

2 

lerrill  Lynch 

15.3 

3 

23.0 

0.0 

23.0 

3 

15.3 

6.5 

17.2 

6 

9.9 

5 

ainc  Webber 

14.7 

4 

S.9 

0.7 

5,1 

6 

11.2 

0.8 

26.1 

4 

16.0 

3 

'ean  Witter  Reynolds 

14.4 

5 

22.5 

0.2 

19.5 

4 

14.4 

5.1 

22.5 

5 

7.7 

6 

irst  Boston 

14.2 

6 

27.5 

0.2 

24.6 

5 

14.1 

6.6 

28.5 

2 

3.8 

7 

ache  Group 

10.8 

7 

24.1 

0.6 

18.7 

7 

9.4 

5.3 

16.3 

7 

14.9 

4 

idustry  medians 

14.7 

24.1 

0.3 

23.0 

14.4 

6.5 

26.1 

14.9 

11  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note:  Explanation  of  Yardsticlts  calculations  on  page  ^9. 
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"The  consumer  financial  services  market  could  reach  $100 
billion  by  1990,"  says  Shearson's  Weill.  Shearson  is  the  na- 
tion's second-largest  brokerage  firm,  with  capital  of  just  over 
$400  million.  "To  date,  we  only  have  a  $7  billion  share  of  that 
market." 

The  drive  to  diversify  is  already  paying  off.  In  1979  and  1980, 
for  example,  nontraditional  activity  provided  some  10%  of 
Merrill's  revenues.  For  the  industry  as  a  whole,  return  on 
equity  has  jumped  to  a  strong  1 6. 1  % . 

Furthermore,  the  brokerage  industry  has  begun  to  solve  one 
of  the  biggest  problems  it  faced  during  the  Seventies — lack  of 
capital.  The  capital  shortage  was  a  major  reason  dozens  of 
brokerage  firms  collapsed  or  were  taken  over  during  the  de- 
cade. Because  surviving  firms  have  strengthened  their  capital 
positions  and  broadened  their  product  lines  considerably.  Wall 
Street  is  a  great  deal  healthier  today  than  it  has  been  in  nearly  a 
decade. 

But  prosperity  poses  problems  of  its  own,  just  as  The  Street 
learned  in  the  1960s.  At  that  time,  a  number  of  big  firms  went 
under  because  they  were  not  able  to  process  the  heavy  volume 
of  buy  and  sell  orders.  Now,  with  this  year's  heavy  volume  of 
institutional  transactions,  the  threat  of  horrendous  back-office 
problems  is  again  looming  large. 

"We  could  see  history — and  the  nightmare  of  the  late 
1960s — repeated  if  we're  not  prepared,"  warns  one  broker. 
Indeed,  the  New  York  Stock  Exchange  is  predicting  that  the 
number  of  shares  routinely  traded  each  day  will  almost  double 
to  90  million  by  1985.  The  exchange  predicts  that  on  some 
days  150  million  shares  will  change  hands. 

The  back-office  problem  could  be  worsened  by  the  fact  that 
the  Big  Board  may  lose  its  position  as  the  sole  trading  floor 
for  the  shares  of  America's  largest  corporations.  Recently, 
member  firms  have  been  allowed  to  make  their  own  markets 
in  56  listed  common  stocks,  and  nearly  1  trade  in  14  was 
conducted  away  from  the  NYSE.  Eventually,  other  stocks  will 
be  added — a  development  expected  to  speed  up  the  trend 
away  from  the  NYSE. 

To  stall  that  trend — and  join  the  diversification  drive — the 
Big  Board  opened  a  futures  trading  exchange  in  August,  the 
first  major  movement  away  from  stocks  and  bonds  in  its  188- 
year  history.  The  New  York  Futures  Exchange  is  expected  to 
become  a  major  center  for  the  trading  of  financial  futures, 
which  until  now  have  been  the  preserve  of  the  Chicago  Board 


Sandy  Weill  of  Shearson 

Eyeing  a$100  billion  consumer  financial  services  marl 

of  Trade,  the  Chicago  Mercantile  Exchange  and  the  New 
Commodities  Exchange.  Financial  futures  are  contracts  t( 
or  sell  government  securities,  mortgage-backed  paper  ani. 
eign  currencies  on  a  specific  day  at  a  specific  price. 

Says  New  York  Stock  Exchange  President  John  J.  Phelai 
"The  future  of  the  stock  exchange  is  now  very  bright.  And 
goes  for  the  brokerage  industry  as  well.  Diversification  am. 
desire  to  serve  the  increasingly  sophisticated  consume 
helping  everybody."  However,  growth  has  its  problems,  ai 
remains  to  be  seen  which  firms  will  deal  with  the  probl 
effectively  and  which  ones  won't. — Thomas  C.  O'Donnell 
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The  Gas 
0]ption 


The  promise  of  methane: 

Vast  supplies 

of  future  gas  enei^. 


Methane:  Most  people  know  it  as  natural  gas,  which  today 
serves  more  than  160  million  consumers  nationwide. 

But  conventional  natural  gas  resources  underground  rep- 
resent only  a  small  part  of  methane's  true  potential.  Long-term 
supply  sources  of  methane  include  gasification  of  coal  and 
peat,  gas  from  tight  rock  formations,  geopressured  aquifers, 
coal  seams  and  hydrates.  And  some  methane  sources  are 
renewable,  such  as  conversion  of  land  and  marine  biomass, 
and  the  use  of  urban  waste  resources.  This  diversity  of  supply 
provides  a  high  level  of  consumer  assurance  that  gas  can  con- 
tinue to  be  available— and  delivered  at  competitive  prices. 

The  delivery  system  for  these  new  methane  supplies  is 
already  in  place.  Our  nation's  million-mile  gas  pipeline  network 
delivers  energy  more  efficiently  (source  to  consumer)  than  any 
other  major  energy  delivery  system.  And  because  it's  under- 
ground, it  is  also  the  most  environmentally  desirable  way  of 
transporting  energy 

Methane  is  a  versatile,  efficient  fuel.  It  is  cleaner,  less  costly 
and  is  adaptable  to  more  energy  applications  than  other  major 


fuels.  And  because  methane  molecules  are  the  same  regard- 
less of  the  source,  future  generations  can  have  exactly  the 
same  clean  fuel. 

All  sources  of  energy  will  play  an  important  role  in  meeting 
America's  future  energy  needs.  And  the  gas  industry  has  con- 
sistently recognized  that  each  should  make  its  biggest  contribu- 
tion in  the  jobs  it  does  best.  Oil,  for  instance,  is  essential  as  our 
primary  transportation  fuel;  electricity  for  lights,  motors,  indus- 
trial automation,  and  many  other  uses.  Gas  serves  over  55%  of 
the  homes  in  America— and  provides  nearly  40%  of  the  energy 
for  industry  and  agriculture.  And  coal,  of  which  we  have  such  a 
tremendous  supply  can  and  must  be  used  to  a  far  greater 
extent,  and  gas  energy  can  greatly  enhance  its  use. 

As  we  move  to  develop  future  energy  sources,  the 
advantages  of  a  gas  system  become  increasingly  significant. 

The  facts  are  clear  What  we  need  today  and 
tomorrow— clean,  efficient  economical 
energy— the  gas  system  delivers.  The  Gas 
Option  is  one  we  cannot  afford  to  ignore. 


Gas:  The  future  belongs  to  the  efficient. 

For  more  inlormation,  write  to  American  Gas  Association,  Dept  30-GG,  1515  Wilson  Blvd  ,  Arlington,  Va  22209  c  a  G  A  1981 


You  can't  borrow  at  12%  to  invest  at  9% — 
unless  you  are  prepared  to  let  your  company 
go  down  the  drain.  That,  however,  is  exactly 
whafs  happening  at  many  savings  and  loans. 

The  thrifts 


THE  $750  BILLION  THRIFT  INDUSTRY  these  days  is  in  a  race 
for  its  life,  and  the  hard  truth  is  that  it  may  be  a  race 
many  of  the  smaller  and  less  sophisticated  institutions 
seem  destined  to  lose.  "If  inflation  continues  along  at  its 
present  rate,"  says  William  Gray,  an  analyst  at  Kidder,  Pea- 
body  &.  Co.,  "a  severe  shakeout  of  the  thrift  industry  is 
inevitable." 

The  thrift  industry  is  made  up  of  4,500  savings  and  loan 
associations  across  the  nation  and  500  mutual  savings  banks 
primarily  in  the  Northeast,  and  the  problem  is  that  thrifts  are 
borrowing  money  at  rates  of  12%  or  higher,  while  the  average 
yield  on  their  mortgage  portfolios  is  a  skimpy  9%.  Conse- 
quently, the  industry's  losses  in  1980  approached  S3  billion. 
Ironically,  the  problem  was  created  by  the  government  with 
the  best  of  intentions:  insulating  the  nation's  housing  market 
from  economic  downturns. 

Until  recently,  thrifts,  no  matter  how  large,  were  the  least 
complex  of  financial  institutions.  Their  role  was  very  straight- 
forward: to  pull  in  low-cost  savings  deposits  and  lend  them 
back  out  as  higher-yielding  home  mortgages.  That  role  left 
them  subject  to  massive  withdrawals  of  funds — disintermedia- 
tion — whenever  interest  rates  rose  above  what  they  were 
allowed  to  pay  on  savings  accounts.  The  thrifts  dealt  with  that 
problem  by  cutting  back  on  mortgage  lending.  Unfortunately, 
this  brought  the  housing  market  to  a  dead  stop  and  invariably 
ushered  in  a  recession. 

Once  Washington  decided  it  could  not  let  housing  remain  so 
cyclical,  it  deregulated  the  thrift  industry  and  gave  savings  and 
loans  an  arsenal  of  weapons  to  compete  for  funds.  Foremost 
among  these  are  the  six-month,  $10,000  savings  certificates 
with  floating  rates  pegged  to  the  yield  on  six-month  Treasury 
bills,  first  offered  in  June  1978.  The  certificates  solved  the 


disintermediation  problem,  but  they  also  created  the  far 
serious  one  that  is  threatening  the  thrift  industry 
insolvency. 

The  problem  is  particularly  severe  in  the  Northeast, 
the  shakeout  will  probably  begin.  Usury  ceilings  have  burc 
such  thrifts  with  the  country's  lowest-yielding  mortgage 
folios — 8'/4%,  against  the  national  average  of  9%.  "1 
institutions  in  New  York  and  New  England  will  be  rur 
losses  for  years  to  come,"  predicts  Jonathan  Gray,  an  an 
with  Sanford  C.  Bernstein  ik  Co.  "Some  will  probably 
their  doors." 

West  Coast  S&Ls,  by  contrast,  are  the  industry's  healt 
by  a  very  wide  margin — mainly  because  they've  been  fr 
diversify  their  operations,  as  SikLs  in  more  rigidly  regu. 
states  have  not.  Such  giant  California  associations  as  Ahi 
son  and  Golden  West  are  becoming  complex  financial  br 
zations  similar  to  large  commercial  banks  and  increasi 
able  to  compete  with  these  bigger  and  more  diversified  r 
on  equal  terms.  Other  California  associations  are  acting 
mortgage  bankers — packaging  and  selling  off  existing 
gages  in  order  to  obtain  new  funds.  Still  others  are  tryir 
corner  the  growing  market  for  consumer  services  by  tur 
themselves  into  "family  financial  centers." 

The  blurring  of  distinctions  between  thrifts  and  other  fi 
cial  institutions  has  accelerated  since  March  when  Con^ 
passed  the  blockbusting  Depository  Institutions  Deregula 
&  Monetary  Control  Act  of  1980.  "Without  doubt,  this  i 
most  significant  piece  of  financial  legislation  passed  in 
country  since  the  Depression,"  says  one  banker. 

Among  other  things,  the  act  granted  important  new  po 
to  thrifts,  such  as  the  right  to  offer  NOW  (negotiable  ord 
withdrawal)  accounts,  the  right  to  issue  credit  cards  and 


The  thrifts 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

Company 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year  5 

-year 

5-year 

5-yei 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average  rank 

average 

rank 

Golden  West  Finl 

25.1% 

1 

20.8% 

0.4 

16.57o 

1 

20.8% 

8.6% 

37.7% 

1 

22.8% 

1 

Imperial  Corp  of  Am 

16.1 

2 

10.5 

0.5 

8.6 

3 

13.8 

7.4 

20.6 

3 

19.4 

2 

H  F  Ahmanson 

14,7 

3 

7.8 

0.5 

6.4 

5 

12.7 

4.8 

19.3 

4 

16.2 

5 

Gt  Western  Financial 

14.6 

4 

7.9 

0.5 

6.3 

4 

13.3 

5.3 

16.7 

6 

16.7 

3 

Gibraltar  Financial 

13.6 

5 

def 

0.5 

0.0 

2 

14.0 

def 

23.2 

2 

16.2 

4 

First  Charter  Finl 

13.5 

6 

3.9 

0.8 

4.8 

6 

12.4 

4.8 

18.8 

5 

13.5 

6 

Industry  medians 

14.7 

7.9 

0.5 

6.4 

13.6 

5.1 

20.0 

16.5 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note:  Explanation  of  Yardsticlts  calculations  on  page  49. 
def:  deficit. 
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Knowing  what  it's  worth 
can  be  worth  a  lot. 


We  weren't  around  to  lielp  introduce 
the  lightbulb.  But  we  did  help  with 
the  string-type  lawn  trimmer  and 


Amj 


MERICAN 
PPRAISAL 


other  bright  ideas.  The  world's 
largest  appraisal  firm  can  help  you, 
too,  with  patents  eind  much  more. 


WE  KNOW  ViHiUES. 


Atlanta  -  Baltimore  •  Bangkok  ■  Bolae  -  Boston  •  Buffalo  ■  Charlotte  •  Chicago  ■  Cincinnati  •  Cleveland  •  Dallas  •  Denver  •  Detroit  •  Hong  Kong  •  Honolulu  •  Houston  •  Jakarta 
Kansas  City  •  London  •  Los  Angeles  -  Bladrid  •  **fii'TUft  ■  Mexico,  D.F.  ■  Mlarri  ■  BftUan  •  Milwaukee  •  BfinneapoUs  •  Montreal  ■  New  Orleans  •  New  Tork  ■  Pasadena  •  Philadelphia  •  Plttstmrgh 
Portland  •  Princeton  •  Rolling  Meadows  •  Rome  ■  St.  Louis  •  Salt  Lake  City  •  San  Francisco  -  Seattle  •  Singapore  •  Spokane  •  Stamford  •  Tampa  •  Toronto  •  Vancouver  •  Washington,  D.C. 


WHO  MAKES  WINGS 

FOR  THE 
L-HWl  JETUNER? 

AND  OPERATES 
1800HNANCIAL 
SERVKES  OFFICES 
WORLDWIDE? 


II 


Avco  Corporation. 

Avco  Aerostructures 
Division  is  one  of  the  aero- 
I  space  industry's  largest 
subcontractors.  In  addition 
to  the  Lockheed  L-1011 
jetliner,  it  builds  wings  for  the 
Gulfstream  ill  executive  jet, 
the  British  Aerospace  146 
fanjet  and  \N\nQ  components 
for  Boeing's  new  757  airliner 
Avco  is  also  rewinging  the 
Air  Force's  fleet  of  C-5A 
transports,  manufacturing 
tail  assemblies  for  the-C-130 
cargo  plane  and  producing 
Intertank  structures  for  the 
Space  Shuttle. 

Avco  Financial  Services 
is  9,500  employees  serving 
1 ,500,000  customers  in  five 
countries.  With  $3  billion  in 
receivables,  it's  helping  a 
customer  once  every  30 
seconds  with  personal  finan- 
cial services,  corporate 
financing,  credit  life  insur- 
ance or  custom-designed 
insurance  programs. 

Diversity  by  design. 

Avco  is  a  carefully  struc- 


tured balance  of  business 
interests:  aviation,  aero- 
space, consumer  finance, 
insurance  and  high  tech- 
nology for  industry  and 
defense.  In  each  of  its  spe- 
cially selected  markets  at 
home  and  abroad,  it  is  a 
recognized  leader.  Softness 
in  any  one  market  is  often 
compensated  by  strength  in 
another.  For  Avco,  this 
power  of  balance  promises 
steady  growth. 

Looking  beyond  tomorrow. 

Avco's  high  expectations 
are  based  in  part  on  the 
nation's  changing  demo- 
graphics. As  the  median 
age  in  America  rises,  the 
market  for  Avco's  financial 
services  expands.  In  addi- 
tion, several  major  contracts 
hold  significant  potential 
for  the  coming  years. 
During  the  next  decade, 
for  example,  orders  for  the 
Boeing  757  should  exceed 
several  hundred  aircraft, 
and  the  contract  to  produce 
turbine  engines  for  the 


U.S.  Army's  "Abrams"  XM1 
main  battle  tank  could  gen- 
erate $1.8  billion  in  revenues 
for  Avco. 

View  from  the 
half  century  mark. 

These  are  the  signposts 
of  a  corporation  which 
entered  its  second  half 
century  in  the  strongest 
financial  condition  in  its  his- 
tory Annual  revenues  now 
exceed  $2  billion  and  assets 
are  more  than  $5  billion. 
Accomplishments  such  as 
these  offer  indisputable 
proof  that  Avco  appreciates 
the  power  of  balance.  And 
knows  how  to  use  it. 

Avco  Corporation, 
Greenwich,  Connecticut 
06830. 


^AVCO 

CQRPQRATION 
THE  POWER  OF  BAIANCE 


Brochiovsjbr  various  seniccs  olfcrcd  at  ('cilifoniia  Fvdcrcil  Sariuf^s  itnd  J.ixiH 
Diversifying  to  increase  profitability  and.  to  compete  with  commercial  banks 

right  to  offer  consumer  loans,  larger  and  more  extensive  real 
estate  loans  as  well  as  trust  accounts. 

"Most  SikLs  are  going  to  jump  mto  NOW  accounts  (which 
became  legal  on  a  nationwide  basis  Jan.  1|,"  says  )ay  lanis, 
former  chairman  of  the  Federal  Home  Loan  Bank  Board.  The 
Bank  Board  regulates  4,200  federally  and  state-chartered 
S&Ls — the  backbone  of  the  housing  market.  "Others  are  al- 
ready offering  credit  cards,  and  with  good  results,"  Janis  adds. 
"The  16%  rate  they  charge  on  card  balances  provides  a  profit- 
able spread  over  what  they  pay  for  funds." 


Although  he  concedes  the  Da 
ulation  &  Monetary  Control 
removed  many  of  the  distinct) 
that  have  differentiated  SikLs  i\ 
commercial  banks,  jams  is 
among  those  who  foresee  the 
mise  of  the  traditional  "dual  ba 
ing"  system.  "S&.Ls  will  ren] 
what  they  always  have  been,' 
says,  "the  nation's  primary  lent 
of  mortgage  credit." 

To  ensure  this  and  to  strengt 
the  troubled  industry,  the  B 
Board    in    June  quadrupled 
amount  of  money  SikLs  can  r 
from  outside  sources  such  as  ci 
mercial  banks,  the  commercial 
per  market  and  the  Euromarket 
well  as  from  mortgage-backed 
curities.  Earlier  in  the  year 
Bank  Board  authorized  feder 
chartered  S(!kLs  to  offer  rollc 
mortgages  with  rates  renegoti; 
every  five  years.  The  new  rules  ' 
probably  spur  thrifts  nationwid 
take  advantage  of  the  variety  of  financial  instruments  that 
larger — and  healthier — California  thrifts  have  used  for  year 
But  none  of  it  is  likely  to  be  enough  to  prevent  the  ea 
quake  that's  building  up.  Even  Janis  sees  "some  shrink 
ahead  for  the  industry."  That's  probably  putting  it  mil 
"There  will  soon  be  massive  consolidations  to  achieve  ecc 
mies  of  scale,"  says  Gray  of  Sanford  Bernstein.  "Little  pla^ 
will  leave  the  game  and  big  institutions  will  dominate, 
system  that  emerges  from  all  this  will  be  far  stronger  than 
system  we  have  now." — Thomas  C.  O'Donnell 


We  Invite  You  To  Join  These  Famous  Ohioans 


Libbey-Owens-Ford 

IQ    rneod  soHio 

DANA 


White  Consolidated  industries 


A  COMPANY  CALLED 

TRW 


NIC 


TIMKEN  '*«l»««Wicstee/ 


Hf  PBCMZTeS  &  GAMBlE  COMPAn 


rich 


These  industrial  giants  have  one  thing  in  com- 
mon -  headquarters  in  Ohio.  In  fact,  Ohio  is  home 
base  for  38  of  the  top  500  companies  in  the  nation. 
The  reasons? 

*  An  unequaled  location. 

*  A  large  skilled  and  semi-skilled  work  force. 

*  Abundant  energy  supplies. 

*  Low  state  and  local  taxes. 

*  A  progressive,  positive  pro-industry  attitude. 

Profit  Is  Not  A  Dirty  Word  In  Ohio! 

Ohio  Is  an  Equal  Opportunity  Employer 


Find  out  more  about  Ohio's  advantages.  Writ 
or  callJames  A.  Duerk,  Director,  Ohio  Departmen 
of  Economic  and  Community  Development,  P.O 
Box  1001,  Columbus,  Ohio  43216,  (614)  466-6790 


James  A.  Rhodes 
Governor 
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EXPANDING  ON  A  STRONG  TRADITION 


Oklahoma  Natural  Gas  Company  has  a  new 
name:  ONEOK  (pronounce  it  ONE-OAK). 

ONEOK.  A  name  reflecting  consistent  growth. 

ONEOK.  Our  utility  division  will  retain  the 
name  Oklahoma  Natural  Gas  Company,  the  gas 
utility  serving  2  million  Oklahomans.  With  sub- 
stantial reserves,  Oklahoma  Natural  will  con- 
tinue to  provide  reliable  gas  service  just  as  we 
have  for  many  years. 

ONEOK.  We've  been  involved  in  non-utility 
energy  activities  for  many  years.  Today, 
ONEOK's  non-utility  ventures  include  oil  and 
gas  production,  gas  liquid  extraction  operations, 
contract  drilling,  and  more. 

ONEOK.  Last  year,  non-utility  activities 
accounted  for  44%  of  consolidated  earnings, 
although  just  20%  of  our  total  investment  was 


in  non-utility  areas.  Over  the  next  three  years, 
we  plan  to  invest  about  $200  million  to 
expand  our  non-utility  ventures. 

ONEOK.  We're  moving  ahead  to  meet  energy 
needs  by  extending  exploration  and  production 
activities  into  the  Gulf  of  Mexico  and  expanding 
our  operations  in  the  Anadarko  Basin. 

ONEOK.  One  of  Oklahoma's  leading  energy 
companies. 

ONEOK.  A  name  you  should  know.  A  company 
you  should  watch. 

Look  for  our  new  ticker  symbol:  OKE 
For  more  information,  wrjte: 
ONEOK 

Post  Office  Box  871 
Tulsa,  OK  74102 


ONEOK 


OKLAHOMA'S  NATURAL  ENERGY  COMPANY 


Personal  loan  companies  are  not  just  upgrad- 
ing their  images.  They  are  rebuilding  their  cus- 
tomer bases  and  hell-bent  on  diversification. 

Consumer 
finance 


How  ABOUT  IT?"  asks  a  Household  Finance  Corp.  execu- 
tive standing  outside  and  gesturing  up  at  the  posh 
Chicago  skyscraper  that  newly  houses  the  nation's 
second- largest  finance  company.  "Sure  beats  the  second-story 
walkup  we  used  to  have,  with  lending  officers  looking  like 
hungry  gorillas  chained  to  their  desks." 

Finance  companies  are  trying  to  upgrade  more  than  their 
image  or  their  architecture  these  days.  They're  trymg  to  shift 
their  entire  customer  base:  from  the  indigent  to  the  affluent. 
They  can  get  pretty  upset  at  jokes  about  their  long-standmg — 
and  rather  seedy — reputation  as  lenders  to  those  unable  to 
borrow  elsewhere.  "In  fact,  I  get  downright  angry,"  says  Finn 
Caspersen,  chairman  of  Wilmmgton,  Del. -based  Beneficial 
Corp.,  the  nation's  largest. 

Household,  which  is  mounting  a  million-dollar  advertising 
campaign  featuring  its  well-appointed,  redecorated  branch  of- 
fices, even  bristles  at  being  called  a  finance  company.  So  what 
is  it?  It  calls  itself  a  conglomerate  because  of  sizable  manufac- 
turing and  merchandising  operations,  even  though  more  than 
50%  of  its  1979  earnings  of  $161  million  came  from  its 
traditional  businesses  of  financial  services  and  auto  leasing.  To 
strengthen  itself  in  its  traditional  field.  Household  is  hoping  to 
capture  the  $50,000-plus  annual  income  customer,  a  market  of 


big  but  low-risk  borrowers  estimated  at  $10  billion  al 

And  Household  is  not  alone.  For  example,  Evansvilk 
based  Credithrift  Financial  Inc.,  which  owns  up  to  bci 
finance  company,  is  cutting  back  on  consumer  loans  I 
emphasizes  its  investment  counseling  and  large-loan  serl 
In  so  doing  it  is  coming  right  out  of  the  closet.  Says  Senioj 
President  W.R.  Vause:  "We  haven't  had  an  office  off  the  g  [ 
floor  in  years." 

It's  not  just  a  matter  of  prestige.  The  small  consume:! 
just  isn't  profitable  anymore.  In  1980  personal  bankruptti 
finance  company  customers  shot  up  by  60%,  and  the  intl 
had  to  double  its  loan-loss  reserves  at  a  time  it  could  [ 
afford  it.  Says  Noel  Delaney,  an  analyst  for  L.F.  Roths  l 
Unterberg,  Towbin:  "Very  few  companies  made  mone>| 
year  on  consumer  lending." 

In  reaching  for  these  new  upscale  customers,  the  firl 
companies  have  plenty  of  competition.  This  huge  and  p| 
tially  lucrative  market  is  also  being  invaded  by  commc 
banks,  thrift  institutions,  brokerage  firms  and  such  " 
banks"  as  Sears,  Merrill  Lynch  and  American  Express.  Wll 
more,  skyrocketing  interest  rates  have  pushed  the  ccl 
funds  at  many  finance  companies  above  what  they  are  atl 
charge  for  them,  annihilating  margins  and  causing  lendfl 


Consumer  finance 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return 

on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-y 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

ran 

Reliance  Group 

121.9% 

1 

45.1% 

0,5 

25.7% 

3 

18.6% 

14  6% 

10.5% 

11 

D-P 

Alexander  &  Alexander 

40.. S 

2 

36.9 

0.0 

37.5 

1 

44.1 

14.0 

27.1 

1 

24.3% 

4 

Marsh  &  McLennan  Cos 

33.2 

3 

31.9 

0.0 

34.7 

2 

33.5 

15.1 

16.1 

5 

16.5 

8 

American  Financial 

26.8 

4 

7.5 

1.4 

6.6 

9 

8.6 

3.0 

19.6 

3 

29.9 

2 

Baldwin-United 

24.2 

5 

26.3 

0.7 

14.9 

5 

IS. 7 

60 

26.1 

2 

19.9 

6 

Avco 

23.2 

6 

17.2 

2.7 

6.7 

10 

7.9 

5.6 

7.5 

15 

73.6 

American  Express 

20.4 

7 

20.0 

0.4 

15.4 

4 

16.6 

6.9 

16.2 

4 

17.7 

7 

Transamerica 

18.3 

8 

18.0 

1.2 

9.8 

7 

11.2 

5.5 

11.6 

10 

23.7 

5 

RCA 

17.7 

9 

15.3 

0.9 

11.0 

6 

1 1  7 

3.9 

9.6 

12 

26.1 

3 

Household  Finance 

14.7 

10 

12.3 

1.9 

6.0 

12 

7.0 

•2.4 

13.3 

9 

8.0 

10 

Walter  E  Heller  Intl 

13.7 

11 

14.0 

2.5 

7.3 

11 

7.3 

5.7 

15.5t 

6 

6.7t 

11 

Fedl  Natl  Mortgage 

13.2 

12 

3.5 

28.9 

3.8 

15 

4.2 

1.0 

14.4 

7 

3.6 

13 

Beneficial  Corp 

12.4 

13 

8.3 

3.3 

4.1 

14 

6.1 

3.2 

8.2 

14 

2.5 

14 

Sears  Roebuck 

11.9 

14 

7.5 

0.3 

6.5 

8 

9.9 

2.2 

9.3 

13 

3.6 

12 

Control  Data 

8.8 

15 

11.3 

C.4 

8.5 

13 

6  " 

3.7 

13.7 

8 

15  8 

9 

Industry  medians 

18.3 

15.3 

0.9 

8.5 

9.9 

5.5 

13.7 

17.1 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

U.l 

5.0 

14.3 

13.9 

Note:  Explanation  of  Yardsticks  calculations  on  page  49 
tFour-year  growth    D  P:  deficit  to  profit;  not  ranked. 
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Santa  Fe  Industries,  Inc. 

Good  planning,  for  good  growth. 
The  results  have  been  dramatic. 
And  the  future  looks  bright. 


Santa  Fe  Industries  is  a  strong, 
efficient  Railway.  One  of  the 
country's  largest  producers 
of  heavy  gravity  oil.  The 
steward  of  654,000  acres  of 
timber.  A  major  participant  in 
real  estate  and  construction 
activities  throughout  the 
Southwest.  And  active  in  a 
number  of  other  enterprises 
as  well. 

We  put  all  these  vital  busi- 
nesses together,  and  put  them 
all  to  work. 

Performance  like  ours— over 
the  past  decade— has  come 
from  solid  long-range  plan- 
ning and  a  corporate  philoso- 
phy and  structure  that  actively 
promotes  growth.  Temporary 
declines  in  some  businesses 
have  been  smoothed  by  gains 
in  others.  We  can  respond, 


decisively,  to  the  long-term 
opportunities  and  short-term 
risks  of  a  continually  changing 
economic  environment. 

Stable  earnings.  Real 
earnings  growth.  And  good 
prospects  for  the  future. 

There  is  a  lot  more  to  our 
story.  If  you're  curious, 
please  write: 


Santa  Fe  Industries,  Inc. 
Department  333 
224  South  Michigan  Avenue 
Chicago,  Illinois  60604 


WITHIN  2  OR  3  YEARS  OF  RETIREMENT  ? 


ENJOY  an  Arizona  Vacation 
in  a  lovely  apartment  in 

Sun  City  ^  West 

A  FABULOUS  RESORT  VACATION  ^OOC  * 
FOR  ONE  OR  TWO  PEOPLE  JUST  J 

Golf,  tennis,  swimming  and  special  parties  are 
just  a  few  of  ttie  things  you'll  be  invited  to 
enjoy.  Plus  you'll  stay  in  a  beautiful  air  con- 
ditioned apartment  with  a  completely  equipped 
kitchen,  color  TV,  attached  carport  and  private 
patio.  Just  15  miles  from  exciting  Phoenix  Easy 
drive  to  the  Grand  Canyon,  Mexico  or  Las  Vegas. 

'FIRST  VISIT:  S225;  RETURN  VISIT;  S300 

FOR  2  WEEKS  MAY  1- DEC.  15 

FORI  WEEK  DEC.  16 -APR.  30 

Rales  subject  to  change  without  notice. 


MAIL  THIS  COUPON  TODAY! 


DEL  E.  WEBB  DEVELOPMENT  CO.  DEPT.  FO  Il 
P  0  BOX  1725.  SUN  CITY,  ARIZONA  85372 
Send  all  details  on  the  Sun  City  West  Vacation  plus  lull-color 
brochure  too; 

Name  —  


Address. 
City. 


.State. 


_Zip. 


One  guest  to  be  SO  or  over,  and  none  under  18.  Reservations 
limited  to  available  dates. 

20030  Meeker  Blvd.,  Sun  City  West,  Arizona 
Equal  Housing  Opportunity  Developer 
^  Sun  City  West  is  NOT  a  lot  sales  development 


$25,000,000 
LOAN  FUND 

Available  to  Executives 

$5,000,  $  1  0,000.  $  1  5.000 
Entirely  by  Mail,  Unsecured  on 
Your  Signature  Alone! 

We  understand  your  desire  for 
emphaticaJly  confidentia)  service.  Count 
on  it!  Use  the  money  for  any  purpose. 
Competittve  rates.  No  prepayment 
penalties.  Turn  around  a  few  sfiort  days. 
Send  coupon  or  ciill  for  sfiort-form 
package.  It  s  brief  and  easy! 

THE  BANKERS 
INVESTMENT  COMPANY 

3  16-662-4431 

BANKERS  INVESTMENT  BUILDING 
LOCK  DRAWER  FB- 1  □  P.O.  BOX  1 648 
HUTCHINSON.  KANSAS  67S0I 

FmR.  A.|.  WALTERS.  BANKERS  INVESTMENT  CoT 
BANKERS  INVESTMENT  BUILDING 
LOCK  DRAWER  FB- 1 .  P.O.  BOX  1 648 
HUTCHINSON,  KANSAS  67501  SBS^ 


AMOUNT  I  WANTS. 
NAME  J  


ADDRESS. 
CITY  


.STATE. 


ZIP. 


PHONE. 


j^^ot  iivailable  to  residents  of  Caht  and  New  Yorkj| 
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J>/(i/  Cj)!-/)  <)(j'ice  outside  Des  Moines 

Shying  the  customer  base  from  the  indigent  to  the  affluent. 


cut  back  dramatically.  Even  so,  the  in- 
dustry seems  to  be  reaching  its  goal:  It 
made  25%  fewer  small  (under  $500) 
loans  in  1980  than  it  did  in  1979. 

Those  small  consumer  loans,  which 
used  to  be  the  industry's  bread  and  but- 
ter, have  been  replaced  mainly  by  sec- 
ond-mortgage loans,  which  also  used  to 
have  a  seedy  image  but  have  become 
very  good  risks  in  recent  years  as  hous- 
ing prices  have  soared.  Indeed,  such  cred- 
its carry  higher  interest  and  have  a  lower 


"Unless  we  get  some  interest 
rate  breaks,  we  may  have  to 
abandon  consumer  loans  al- 
together," says  Richard  Le- 
vitt, chairman  of  Iowa-based 
Dial  Corp.  "Running  losses  by 
continuing  to  make  those 
loans  is  a  very  expensive  way 
to  do  business." 


rate  of  default.  Second-mortgage  loans 
make  up  25%  of  Household's  portfolio,  a 
major  reason  Household  has  consistently 
led  the  industry  in  profitability.  The 
other  finance  companies  aren't  fai  be- 
hind in  diversifying.  "Let's  face  it,"  says 
Credithrift's  Vause,  "the  $300  consumer 
loan  doesn't  mean  a  damn  thing  to  us 
anymore." 

No  one  knows  this  better  than  Benefi- 
cial, which  in  1979  acquired  First  Texas 
Financial  Corp.  of  Dallas,  the  second- 
largest  savings  and  loan  association  in 
Texas,  and  which  had  earlier  acquired 
Peoples  Bank  &  Trust  Co.  of  Wilming- 
ton. It  offers  Visa  and  MasterCard  and,  in 
addition.  Beneficial  offers  its  own  credit 
card,  Bencharge,  used  primarily  in  retail 
stores  in  the  midwest  and  in  New  Jersey. 
What  is  happening,  says  Chairman  Cas- 
persen,  is  that  distinctions  between  fi- 


nancial institutions  are  fast  disapp' 
and  "everybody  is  converging  o 
middle-class  market." 

Indeed,  just  as  finance  compani 
buying  up  banks  and  thrift  institu 
banks  are  gobbling  up  finance  comp 
Bank  of  America  now  owns  Fin 
America  Corp.,  which  operates  near 
offices  in  38  states  and  Canada  frc 
Allentown,  Penna.  headquarters.  Ci 
controls  Person-to-Person  Inc.  (for 
Nationwide  Financial  Services 
with  145  offices  in  26  states.  Banks, 
cially  the  money-center  giants,  wa 
own  finance  companies  for  one  ver> 
reason:  When  the  prohibition  on 
state  banking  is  eased,  such  office 
quickly  be  converted  into  deposit-t 
branches  or  even  full-service  banks 

That  day  may  be  a  long  way  off, 
ever,  and  for  the  near  term  most 
sumer  finance  companies  are  less 
glittering  investments. 

What  the  industry  is  surviving  o 
the  moment,  is  hope — that  interest 
will  peak  in  mid- 198 1  and  that  le 
tures  will  lift  ceilings  (and  so  elim 
red  ink)  in  states  where  usury  laws . 
Of  50  states,  more  than  half  have  re 
or  eliminated  ceilings  in  the  last 
years,  and  similar  proposals  are  pei 
in  most  other  jurisdictions. 

But  after  suffering  through  Eig 
hostile  interest-rate  climate  and  t 
perhaps  six  more  months  of  the  sai 
1981,  finance  companies  may  be  h 
to  move  away  from  small  loans 
small  customers  even  more  rapidly 
they  had  planned.  "Unless  we  get 
interest  rate  breaks,  we  may  ha^ 
abandon  consumer  loans  altoget 
says  Richard  Levitt,  chairman  of  I 
based  Dial  Corp.  "Running  losse 
continuing  to  make  those  loans  is  a 
expensive  way  to  do  business." 
— Anne  Bagamery  and  Thomas  C.  O'Dc 
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WUTHE  FUTURE 
BEWAITHV? 


/  * 

The  demand  for  quality  health  care  will  only  acceler- 
ate in  the  future.  New  technology  and  new  prior- 
ities within  the  health  care  delivery  system  call  for 
inventive  approaches.  AMI  is  creating  them. 

As  owners  and  managers  of  over  100  hospitals 
worldwide,  we're  using  the  best  of  today's  technology 
to  ensure  even  better  patient  care.  Our  mobile  CAT 
scanner  fleet,  the  world's  first  and  largest,  is  a  fore- 
runner of  many  high  technology  shared  medical  ser- 
vices we'll  be  bringing  to  communities  we  serve. 

Using  computer-aided  design  AMI  is  creating  a 
new  kind  of  health  care  center.  One  that  promotes 
shorter  hospital  stays,  greater  use  of  outpatient  ser- 
vices, and  increased  operational  and  medical  efficiencies. 
These  hospitals  of  the  future  will  provide  diagnosis 
through  satellite  communication,  new  treatment 
techniques,  and  technologies  we've  yet  to  imagine. 

Innovative  responses  to  the  changing  needs  of  our 
marketplace  are  the  way  AMI       mm  W/kf/jk  ■ 
is  growing.  We  believe  they  ^^^^Vlvvll 
will  be  an  important  part  x  ^  ® 

of  a  healthier  future  for       PL^  The  International 

WW       Health  Care 

Services  Company 


us  all. 


©1980 


For  more  information  on  how  we  see  the  future  of  health  care,  write  to  The  Director  of  Communications, 
American  Medical  International.  414  North  Camden  Drive,  Beverly  Hills.  California  90210  (213)  278-6200 


l^#v  an  industrial  product 
from  Colt  industries  will 
help  the  next  generation 
of  Boeing  jets  take  off. 


ItluiiiMJLtl 


ne' 

service  in  19{ 
nose  and  main  landing  gear  supplied  by  ou 
Menasco  subsidiary. 

The  Boeing  757  is  one  of  the  whole  new 
Boeing  family  of  fuel-efficient  commercial 
airliners.  Designed  to  compete  in  a  market 
forecast  to  total  1200  of  this  class  of  airliner 
bv  the  1990s,  the  standard  757  will  carry 

rs  while  iisinn  rm  tr»  40f"n  less  , 


uiifa;.-irtrii^ita«i>ti3irit;iriijrj^^ 


and  the  new  767,  as  well  as  for  the  Lock- 
heed L-1011,  the  McDonnell  Douglas  DC-10 
and  such  military  aircraft  as  the  A-10  and 
F-16.  And  Menasco  is  another  reason  why 
Colt  Industries  is  a  leading  supplier  to  the 
industrial  sector  of  the  U.S.  economy. 

For  our  latest  financial  reports,  write  Colt 
Industries  Inc,  Dept.  G,  430  Park  Avenue, 
New  York.  N.Y.  10022. 


Commercial  lenders  have  been  stretched  to 
the  limit  by  this  year's  credit  demands.  Will 
deregulation  help  them  snap  back? 


Banks 


FOR  THE  FIRST  TIME  IN  NEARLY  50  YEARS  thc  U.S.  banking 
industry  is  being  radically  transformed.  Part  of  the  pres- 
sure is  coming  from  the  banks  that  have  been  skillfully 
testing  existing  law.  And  part  has  come  from  Congress  itself, 
which  has  recognized  that  the  times  are  changing. 

The  single  most  important  piece  of  financial  legislation 
passed  since  the  Depression,  the  landmark  Depository  Institu- 
tions Deregulation  &  Monetary  Control  Act,  became  law  in 
April.  It  ushered  in  a  new  era  of  free-market  competition  in  the 
banking  industry.  Among  other  things,  it  gradually  phases  out 
limits  on  what  banks  can  pay  for  funds.  Thc  act  also  allows 
banks  to  pay  interest  on  checking  accounts. 

Because  of  these  two  dramatic  changes,  banks  will  soon  be 
paying  high  money  market  rates  for  funds  they  previously 
obtained  very  cheaply.  The  result  will  be  sharply  higher  operat- 
ing costs  and  an  increasing  squeeze  on  profits,  so  that  many 
institutions  will  close  during  this  decade.  "The  nation's  14,000 
banks  could  dwindle  to  7,000  by  1990,"  predicts  Richard  T. 
Hale,  a  bank  analyst  at  Baltimore's  Alex.  Brown  (ik  Sons. 

Hardest  hit  will  be  small  and  rural  institutions  that  do  not 
have  the  sophistication  or  size  to  compete  in  the  money 
markets.  "Small  banks  will  soon  be  looking  to  get  out  of 
business  at  the  same  time  larger  banks  are  looking  to  get  in," 


says  Howard  McCrady,  lxccuiivc  vilx  prxsident  of  Ariz 
Valley  National  Bank.  The  shrinkage  will  come  prinj 
through  takeovers  rather  than  from  outright  failures. 

Such  takeovers  will  become  commonplace  once  the  hi 
interstate  banking  is  eased.  Currently,  bank  holding  comp 
are  prohibited  from  setting  up  deposit-taking  branches  o 
service  banks  outside  their  home  states  by  the  Douglas  An 
ment  to  thc  McFadden  Act.  In  early  1981,  however,  a  V 
House  task  force  is  expected  to  recommend  that  the  amend 
be  revised,  and  Congress  will  probably  approve. 

Actually,  money  center  banks  have  already  set  up  thous 
of  banking  offices  around  the  nation.  Citicorp,  for  exat 
has  some  750  offices  spread  throughout  40  states  anc 
District  of  Columbia.  Tlie  goal  is  to  convert  such  offices 
banks  once  deregulation  arrives. 

The  industry's  more  aggressive  assault  on  existing  la^ 
taking  place  in  Maryland,  where  Citicorp  has  introduc 
credit  card  that  bumps  right  up  against  the  Douglas  Arr 
mcnt's  ban  on  out-of-state  deposits.  Until  the  Federal  Re; 
Board  called  a  temporary  halt  to  such  cards,  Citicorp 
consumers  8%  for  balances  left  on  them.  Citicorp  plans  toi 
a  reversal  of  the  Fed's  ruling,  and  if  successful,  the  Sill  bii 
(assets)  company  will  be  able  to  accept  deposits  anywhe 


Banks 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-yeat 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-yt 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rani 

New  York  banks 

Republic  New  York 

20.5% 

1 

31.07o 

0.5 

18.4% 

1 

13.7% 

8.0% 

36.1% 

1 

14.9'yo 

1 

Citicorp 

15.9 

2 

15.5 

1.3 

9.1 

5 

10.4 

4.1 

20.5 

2 

11.7 

2 

J  P  Morgan 

15.3 

3 

16.1 

0.3 

13.9 

2 

13.0 

6.8 

17.0 

6 

10.4 

4 

Manufacturers  Hanover 

14.4 

4 

14.3 

0.5 

11.1 

3 

11.2 

4.6 

18.9 

3 

9.6 

5 

Irving  Bank 

13.3 

5 

16.6 

0.5 

12.5 

6 

10.3 

5.0 

13.2 

9 

11.3 

3 

Bank  of  New  York 

12.5 

6 

13.2 

0.1 

12.1 

4 

11.1 

4.6 

17.5 

4 

4.6 

9 

Bankers  Trust  N  Y 

12.3 

7 

21.3 

0.4 

15.8 

7 

9.7 

5.2 

13.9 

8 

6.9 

7 

Chemical  New  York 

12.1 

8 

14.4 

0.6 

10.0 

8 

9.2 

3.9 

17.1 

5 

7.3 

6 

Chase  Manhattan 

11.3 

9 

16.3 

0.5 

11.4 

9 

8.6 

4.7 

15.0 

7 

4.9 

8 

Marine  Midland  Banks 

6.4 

10 

9.6 

0-8 

7.6 

10 

5.3 

'2.9 

8.3 

10 

-5.1 

10 

Medians 

12.9 

15.8 

0.5 

11.8 

10.4 

4.7 

17.1 

8.5 

Regional  banks 

Mercantile  Texas 

18.9% 

1 

18.8% 

0.5 

14.0% 

6 

14.4% 

8.7% 

41.4% 

1 

15.. 5% 

4 

Texas  Commerce  Bshs 

18.2 

2 

19.7 

0.1 

18.1 

1 

16.6 

10.0 

28.1 

2 

15.6 

2 

BankAmerica 

17,9 

3 

18.5 

0.3 

14.7 

10 

13.8 

5.5 

18.7 

7 

15.1 

7 

U  S  Bancorp 

17.7 

4 

17.3 

0.5 

13.0 

8 

13.9 

11.1 

15.7 

19 

15.1 

8 

First  Intl  Bshs 

17.6 

5 

18.6 

0.5 

13.9 

7 

14.2 

8.5 

23.0 

4 

13.6 

13 

Note:  Explanation  of  Yardsticks  calculations  on  page  49. 
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Allis-Chalmers  breaks  ground 
for  America's  first  coal  gasification  plant 
to  fuel  electric  utilities. 


ir;i 


On  October  31,  Allis-Chalmers 
roke  ground  for  the  nation's  first 
ommercial  scale  coal  gasification 
i)lant  to  fuel  electric  utilities. 
Operating  in  conjunction  with  the 
Illinois  Power  Company's  50  mega- 
watt-unit No.  3  at  its  Wood  River 
Generating  Station,  this  600  ton-per- 
day  plant  is  the  forerunner  of  5000 
ton-per-day  units  which  A-C  plans 
I  to  offer  under  normal  commercial 
terms  by  1984. 

A  milestone  in  many  ways,  this 
KILnGAS  System  plant  is  a  techno- 
logical breakthrough  in  the  search 


Hroject  Sponsor? 


for  ways  to  fulfill  growing  energy 
demands.  .  .an  efficient  method 
of  producing  clean  synthetic  gas 
from  any  coal  in  an  environmentally 
acceptable  way. .  .a  means  of 
harnessing  our  most  abundant  fossil 
fuel  so  utilities  and  industry  may 
economic  ally  meet  consumer  needs 
in  decades  to  come. 

In  addition  to  the  $80  million 
Allis-Chalmers  has  committed  to  this 
project,  the  State  of  Illinois,  Illinois 
Power  Company  and  eleven  other 
utilities  have  committed  the  balance 
of  the  $135  million  total  project  cost. 


loining  In  ^^rijundliic.il-  nr.'  I  II  I'll  cs  ,il  1  ,isl  A  In     ,  1 1 

were  Wendell  |,  Kelle\  .  1 1,111  nun  .inci  firesidenl  ol 
llliniiis  Power  ( d,.  C  ,<iv  I. lines  R,  I  h(im[)son  of  Illinois, 
and  I  )dViiK  .  Sc  oil  .<  Ii.m  111,111.  i  hiel  exec  utive  offic  er  and 
[jresideiU  cjl  Allis-C  h.ilmers. 
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Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-yi 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rani 

Republic  of  Texas 

16.7% 

6 

16.3% 

0.4 

13.1% 

9 

13.9% 

6.9% 

22.7% 

5 

14.8% 

9 

Valley  Natl  Bk  Ariz 

16.7 

7 

18.8 

0.0 

19.1 

3 

15.0 

8.6 

14.7 

25 

14.6 

10 

Michigan  National 

16.5 

g 

13.1 

0.4 

10  7 

12 

13.2 

6.7 

15.4 

20 

12.5 

16 

First  City  Bancorp 

16.2 

9 

17.9 

0.2 

16.0 

5 

14.6 

8.1 

24.7 

3 

13.9 

12 

National  City 

16.1 

10 

14.5 

0.0 

14.2 

2 

16.5 

9.7 

18.3 

8 

10.4 

19 

Continental  Illinois 

15.9 

11 

16.4 

0.4 

13.1 

11 

13.3 

5.0 

19.5 

6 

12.2 

17 

Sea  first 

15.7 

12 

15.4 

0.2 

13.9 

4 

14.6 

6.8 

18.1 

9 

13.2 

14 

Crocker  National 

15.6 

13 

15.2 

0.4 

11.6 

26 

11.1 

5.0 

15.9 

18 

13.1 

15 

Northwest  Bancorp 

15.3 

14 

15.7 

0.5 

11.3 

20 

12.1 

8.1 

17.2 

12 

12.1 

18 

Security  Pacific 

15.3 

14 

16.6 

0.3 

13.4 

15 

12.9 

5.8 

16.8 

15 

15.5 

3 

Western  Bancorp 

15.1 

16 

16.0 

0.5 

12.6 

18 

12.1 

6.6 

13.9 

28 

14.3 

 1 

11 

Rainier  Bancorp 

15.0 

17 

13.9 

0.2 

12.9 

14 

13.2 

7.1 

17.5 

11 

16.0 

1 

First  Bank  System 

14.9 

18 

15.3 

0.4 

12.3 

19 

12.1 

8.5 

15.3 

21 

10.0 

21  j 

Wells  Fargo 

14.8 

19 

13.8 

0.6 

10.1 

23 

11.2 

4.8 

16.7 

16 

15.2 

6 

Mercantile  Bancorp 

14.3 

20 

16.3 

0.4 

12.5 

24 

11.2 

8.2 

17.0 

14 

6.5 

32 

Pittsburgh  National 

14.0 

21 

15.3 

0.2 

13.2 

13 

13.2 

8.1 

16.3 

17 

9.8 

22 

Wachovia 

13.7 

22 

13.7 

0.1 

13.0 

16 

12.7 

8.3 

11.7 

32 

10.4 

19 

NCNB 

13.7 

23 

15.8 

0.7 

11.2 

29 

9.6 

6.8 

12.9 

30 

9.0 

26 

Manufacturers  National 

13.5 

24 

12.3 

0.2 

10.7 

22 

11.4 

6.3 

14.3 

27 

8.8 

27 

DETROITBANK 

13.2 

25 

10.6 

0.1 

9.9 

17 

12.6 

6.4 

14.4 

26 

9.3 

23 

Note:  Explanation  of  Yardsticks  calculations  on  page  49. 


oxY  'Occidental  Petroleum  Corporatior 

10889  Wilshire  Boulevard,  Los  Angeles,  California  90024 
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I 


People  hove 

been  crossing  the  Pacific 
jnder  our  symbol  for  ovei 

1000 years. 


A  thousand  years  ago, 
the  Maori  warriors  braved 
the  Pacific  to  settle  an  un- 
known land,  New  Zealand. 
Carved  into  the  tail  of  their 
huge  canoes  was  the  Koru. 
Their  symbol  for  adven- 
ture and  discovery 

Ibday  you'll  find  this 
symbol  emblazoned  on  the 
tail  of  our  spacious  wide-bodied  jets. 
And  when  you've  got  to  get  down 
to  business  anywhere  in  the  South 
Pacific,  especially  New  Zealand  and 
Australia,  the  Koru  will  guide  you 
there.  We've  flown  the  area  since 
1940.  And  we  like  to  give  business- 
men a  httle  extra  pampering  on 
their  way  to  work. 

Pacific  Class.  It  starts 
with  a  separate  check-in. 

Pacific  Class  gives  full 
economy  fare  business  travelers 
top  flight  benefits,  even  before 
the  plane  leaves  the  gi-ound. 

When  you  arrive  at 
Los  Angeles  International,  you'll 


get  the  tmie-saving  convenience  of 
a  separate  check-in.  Then,  while 
you're  waiting  to  board,  you  can 
take  a  load  off  your  briefcase  and 
relax  in  our  Tiki  Lounge.  Have  a 
drink  or  two  and  help  yourself  to 
some  appetizers. 

A  separate  section,  free  drinks, 
free  headphones  and  more. 

Once  on  board,  you'll  be  seated 
in  your  own  Pacific  Class  section. 
And  we'll  always  try  to  leave  an 
empty  seat  next  to  you  to  give  you 
more  elbow  room  for  workmg, 
sleeping,  stretching  or  just  enjoy- 
ing the  flight. 

Our  attentive  cabin  crew  will 


wait  on  you  hand  and  foot. 
They'll  treat  you  to  free 
headphones  and  free 
drinks.  And  give  you  a 
choice  of  delicious  meals 
served  on  the  finest 
earthenware.  And  to  help 
refresh  you  on  your  jour- 
ney, they'll  even  bring  you 
hot  or  cold  towels. 

It^  easy  to  make  all  the 
right  connections  on  Pacific  Class. 

With  daily  services  from 
Los  Angeles,  we're  the  only 
airline  that  puts  all  of  the  South 
Pacific  within  your  reach.  So  if 
your  business  takes  you  through 
New  Zealand  and  onto  Australia, 
or  you  simply  want  to  collect 
a  tan  in  places  like  Tahiti,  Fiji 
and  Rarotonga  on  the  way  home, 
we  can  do  it  all.  Just  ask  your 
travel  agent  or  corporate  travel 
department  to  booK  Pacific  Class. 
And  then  look  for  the  Koru,  and 
you'll  discover  a  wonderful  way  to 
go  to  work. 


^  air  neui  zeaiann 


We  fly  the  Pacific 
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Tardsticks  of  mamigement  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5"yc3r 

j-year 

12 

equity 

12 

-year 

-year 

profit 

5-year 

5-year 

5-year 

5-< 

Coinpsny 

rank 

months 

ratio 

months 

margin 

average 

rank 

average 

rai 

Natl  Detroit 

12.6% 

26 

1 1.8% 

0.2 

10.5% 

25 

11.1% 

7.4% 

10.8% 

35 

9.0% 

25 

Girard 

12.1 

27 

14.6 

0.6 

11.2 

32 

9.2 

7.3 

9.6 

38 

6.9 

30 

Philadelphia  Natl 

12.0 

28 

12.7 

0.4 

10.3 

30 

9.5 

6.1 

12.0 

31 

4.9 

34 

First  Natl  Boston 

1 1.7 

29 

15.4 

0.7 

11.0 

37 

8.3 

4.6 

1 7.8 

10 

6.9 

29 

Mellon  National 

11. 6 

30 

13.0 

0.5 

9.8 

27 

9.9 

7.2 

1 1.4 

33 

9  0 

24 

AmeriTnist 

11.5 

31 

1 1 .0 

0.0 

11.0 

21 

11.6 

lU.l) 

13.7 

29 

8.0 

28 

Southeast  Banking 

11.5 

32 

16.4 

0.6 

11.5 

34 

8.7 

7.9 

17.1 

13 

4.3 

36 

HanC^al  in-State 

11.3 

33 

11.3 

0.4 

9.2 

35 

8.6 

5.1 

7.9 

40 

15.5 

5 

Northern  Trust 

11.2 

34 

11.0 

0.2 

9.7 

28 

9.7 

7.1 

10.8 

34 

6.2 

33 

Harris  Bankcorp 

10.7 

35 

10.2 

0.2 

9.3 

31 

9.4 

4.9 

14.7 

24 

4.4 

35 

First  Chicago 

10.5 

36 

5.8 

0.3 

5.2 

33 

8.7 

2.1 

15.1 

23 

3.4 

37 

First  Wisconsin 

10.2 

37 

12.9 

0.4 

10.4 

38 

8.2 

5.1 

10.4 

36 

6.9 

31 

BancOhio 

9.0 

38 

2.2 

0.0 

2.3 

36 

8.4 

1.3 

15.3 

22 

2.2 

38 

Citizens  &  Southern  NB 

7.1 

39 

14.9 

0.1 

13.8 

39 

6.8 

7.5 

8.1 

39 

-7.5 

39 

Fidelcor 

3.6 

40 

6.0 

0.6 

4.5 

40 

3.3 

2.7 

6.3 

41 

-22.6 

40 

First  Pennsylvania 

def 

41 

def 

0.9 

def 

41 

1.7 

def 

10.3 

37 

P-D 

41 

Medians 

14.0 

14.9 

0.4 

11.5 

11.6 

6.9 

15.3 

10.0 

Industry  medians 

13.7 

15.2 

0.4 

11.5 

11.2 

6.7 

15.4 

9.8 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note:  Explanation  of  Yardsticks  calculations  on  page  49. 
P  D:  profit  to  deficit    def  deficit. 


the  U.S. — a  move  that  could  change  the  banking  world. 

The  banking  world  is  also  being  changed  by  another  Citicorp 
innovation:  its  plan  to  establish  a  bank  in  South  Dakota.  (This  is 
permissible  under  Douglas  because  the  state  legislature  invited 
Citicorp  to  come  in.)  The  new  bank  will  accept  deposits  outside 
New  York,  but  its  main  function  will  be  to  distribute  credit  cards. 
The  reason:  South  Dakota  has  no  usury  limits  on  bank  card 
lending.  The  bank's  plan  jarred  New  York  in  November  into 
raising  usury  ceilings  on  credit  card  balances  to  25% ,  but  Citicorp 
had  already  committed  itself  to  the  move. 

In  September  the  nation's  largest  banking  company  an- 
nounced a  new  savings  account  aimed  squarely  at  the  money 
market  funds.  Depositors  not  only  can  write  checks  but  can 
also  get  yields  on  their  deposits  pegged  to  the  Treasury  bill  rate. 
If  the  account  is  successful,  the  industry 
will  have  an  effective  way  to  compete  for 
the  $80  billion  sitting  in  the  funds. 

This  is  crucial,  since  interest  rates  and 
chaos  in  the  financial  markets  have 
prompted  the  nation's  banking  system  to 
take  the  biggest' gamble  in  its  history  by 
attempting  to  replace  the  bond  market  as 
a  supplier  of  capital  to  business.  Unfortu- 
nately, the  timing  could  not  be  worse.  The 
banks  have  been  stretched  to  the  limit  by 
this  year's  huge  credit  demands,  and  a 
massive  shakeout  could  impair  confidence 
in  the  entire  system. 

Such  fears  were  underscored  as  long  ago 
as  late  1979  when  Comptroller  of  the  Cur- 
rency John  Heimann  warned  that  an  un- 
disclosed number  of  institutions  could  fail. 
The  comptroller's  office  later  indicated 
there  were  250  problem  banks.  The  truth 
is  the  banking  system  is  less  able  to  take 
over  the  bond  market  than  ever  before. 


First  National  of  Atlanta 
Tillie  the  Teller's  cash  machine 


Today  the  ratio  of  bank  equity  to  assets  has  dipped  belo\ 
worrisome  level  of  4%.  This  means  that  every  $1  of  ec 
supports  more  than  $25  of  loans  and  investments.  An 
every  $1  of  core  deposits,  the  banks  carry  more  than 
purchased  money  that  can  be  withdrawn  on  short  notice 
interest  rates  have  also  cut  margins  to  dangerous  levels. 

Despite  the  risks,  many  commercial  banks  are  be 
that  if  short-term  bank  loans  replace  long-term  bonds 
defection  of  blue-chip  borrowers — the  industry's  rc 
number  one  problem — will  be  solved.  Throughout  the  1 
corporations  bypassed  the  U.S.  banking  system  in  fav 
commercial  paper,  the  business  equivalent  of  an  lOU 
foreign  borrowing.  Consequently,  U.S.  banks  have 
forced  to  focus  on  such  alternatives  as  consumer  len 
and  real  estate.  Lately,  these  hav 
come  increasingly  unprofitable  as 
est  rates  have  risen. 

In  this  brave  new  banking  world, 
one  thing  is  certain:  Commercial  b 
will  not  transform  themselves  into  in 
ment  bankers  by  becoming  underwr 
of  corporate  securities.  The  Glass-Ste 
Act,  passed  in  1933,  separates  commc 
banking  (taking  deposits  and  ma 
loans)  from  investment  banking  (ur 
writing  and  issuing  securities). 

The  industry  knows  full  well  that 
ther  Congress  nor  the  public  would 
tolerate  open  violations  of  Glass-Stea 
Moreover,  bankers'  hopes  for  repeal 
dashed  by  the  passage  of  the  Deregul 
&  Monetary  Control  Act,  which 
Glass-Steagall  unscathed.  That  battle 
so  bloody  that  it  could  be  decades  be 
Congress     touches     financial  ref 
again. — Thomas  C.  O'Donnell 
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THE 


Businesses  and  industries  get  plenty 
of  start-up  power  when  you  locate  in 
Georgia.  We  have  all  the  essential  busi- 
ness ingredients. 

— ,    jn^-\jr\wwv^m^-w^^        Quick  Start,  our  free  labor  training 
f«C~Jnr  C«frC3  wlfl^SCv  ^"^^  recruitment  program,  can  have 

*  WW  A  Aw\#  your  workers  up  to  speed  when  you're 

ready  to  run.  Our  one-stop  environmen- 
tal permit  agency  saves  you  still  more 


QUICK  START 


COMPANIES 


time.  And  we  have  a  selection  of  sites 
and  available  buildings  ready  now  for 
the  full  range  of  business  and  manufac- 
turing requirements.  We'll  provide  con- 
fidential site-selection  assistance,  too. 

Get  a  fast  start  in  the  state  that 
delivers  the  state  of  the  art  in  industrial 
development.  Let  us  tell  you  the 
whole  stoiy. 


Contact  W  Milton  Folds,  Comrrussioner,  Georgia  Department  of  Industry  &  Trade;  Dept.  FB-13;  RO.  Box  1776;  Atlanta,  Georgia  30301. 404/656-3556. 


There  are  over  600  billion  barrels 
of  untapped  oil  in  the  tar  sands  of 
Alberta,  Canada. 


C.  J.  Waidelich,  President, 
Cities  Service  Company 
Tulsa,  Oklahoma 


And  Cities  Service 
is  on  top  of  itr 


Two  years  ago  Cities  Service,  along  with 
other  industry  and  government  participants, 
made  the  Syncrude  tar  sands  project  here  in 
Alberta,  Canada,  a  commercial  reality,  with 
current  production  of  over  100,000  barrels  of 
high-grade  synthetic  crude  oil  each  day. 

But  that  project  extracts  tar  sands  close  to 
the  surface.  However,  90  percent  of  these 
untapped  resources  lie  at  depths  of  150  feet 
or  more.  Too  deep  for  surface  mining. 

Now  Cities  Service,  in  joint  venture  with 
other  companies,  is  workmg  on  three  pilot 
projects  to  heat  the  deep  tar  sands  in  place, 
releasing  the  bitumen  from  the  sands  and 
allowing  it  to  be  pumped  to  the  surface. 

One  method,  for  example,  is  to  dig  a  pit 
down  to  the  level  of  the  deep  tar  sands.  Drill 
horizontal  holes  into  the  side  of  the  pit,  inject 
steam  into  the  holes  which  alters  the  viscosity 
of  the  bitumen,  allowing  it  to  flow  through  the 
holes  for  recovery. 

How  important  is  this  effort?  The  deep  tar 
sands  contain  an  estimated  550  billion  barrels 
of  oil.  And  up  to  20%  of  that  amouni;  may  be 
recovered  with  these  techniques— up  to  110 
billion  barrels . . .  almost  one-third  the  proven 
reserves  of  the  Middle  East.  And  the  more  oil 
North  America  has,  the  less  control  OPEC 
will  have  over  world  oil  production  and  prices. 
In  addition,  the  advanced  technology  we 
develop  in  Alberta,  combined  with  increased 
capital  investment,  could  help  convert  America's 
own  130  billion  barrels  of  tar  sands  and  heavy 
oil  deposits  into  synthetic  crude  oil. 

So  putting  steam  into  the  tar  sands  of 
Alberta  could  put  more  steam  in  our  country's 
ability  to  produce  more  energy. 

CITIES  SERVICE 
COMPANY 

On  top  of  the  problem, 
part  of  the  solution. 


It 


Measuring  raaio  waves 
from  outer  spa 
depends  on  a  very  speci 
electronic  component. 
And  on  tlie  very  special 
company  that  makes  it 


The  component  is  a  backward-wave 
oscillator,  in  use  at  the  National  Radio 
Astronomy  Observatory  in  Green  Bank, 
W.Va.  And  Siemens  is  the  very  special 
company  capable  of  developing  this 
unique  device.  '•^ 
Broad  Product  Line  mm 

Siemens  makes  the  broadest  liniLpf^ 
electronic  components  in  the  world, IpipiN 
million  dollars  spent  each  working  day  or 
R&D  supports  this  leadership. 
Exceptional  Services 

The  Siemens  components  group  in  the 
United  States  has  been  growing  at  twice 
the  industry  growth  rate  and  projects 
similar  increases  in  the  future.  And  because 
more  than  half  the  components  sold  in 
the  U.S.  are  also  manufactured  here, 
industry  is  assured  of  exceptional  service. 
Siemens  Commitment 

Siemens,  a  worldwide  electrical  manu- 
facturing company  with  $16  billion  in 
annual  sales,  has  committed  its  resources 
to  American  industry  in  four  major  areas: 
electronics,  communications,  power  engi- 
neering, and  health  care.  Almost  8,Q00 
people  are  employed  in  five  manufacturing 
tocations  and  field  offices  serving  all 
50  states. 

Siemens. The  technology,  the  products 
the  people,  the  commitment. 

Siemens  Corporation 

Department  0453 

Wood  Avenue  South 
';lm;W*>Wc)<^rsey  08830 


Siemens.  Gonstructive  contributions. 


flation  has  touched  off  a  revolution  in  one 
the  U.S.'  oldest,  stodgiest  and  most  un- 
anging  industries. 


Insurance 


I    HE  LIFE  INSURANCE  INDUSTRY  HAS  FINALLY  REALIZED  that 

inflation  is  not  going  to  disappear  tomorrow,"  says 
Thomas  C.  Simons,  chairman  of  Capital  Holding  Life, 
t  realization  has  touched  off  a  quiet  revolution  that  has 
ady  transformed  a  once-stodgy  industry  into  one  of  the 
sst-changing  in  the  nation. 

he  revolution  began  in  March  when  eye-popping  interest 
s  shook  the  industry  to  its  foundations.  For  a  time,  life 
ipanies  almost  ran  out  of  money.  This  near-disaster  oc- 
ed  because  such  companies  make  commitments  to  lend 
1  in  advance  and,  gambling  that  rates  would  soon  peak,  they 
ime  heavily  committed  in  late  1979  and  early  1980.  Inter- 
rates  skyrocketed,  however,  and  the  industry  lost  its  bet. 
viduals  began  borrowing  billions  on  their  policies  at  rates 
.)  to  8%  so  they  could  capture  high  money  market  yields, 
he  same  time,  institutional  clients — also  wanting  to  nail 
n  record-high  yields — de- 
d   payment    of  premiums. 

■  y  the  sharp,  sudden  drop  in 

I  rest  rates  saved  several  com- 

\  ICS  from  going  under, 
jt  bad  as  it  was,  this  tempo 
cash-flow  crisis  was  not  so 
a  threat  to  the  industry's  li- 
iity  as  two  long-term  trends: 

:  drastic  decline  in  sales  of 
)le-life  policies  and  the  com- 

'  c  defection  of  young  adults 
1  the  insurance  market, 
hole-life  has  been  nothing 
than  the  industry's  lifeblood. 
cyholders  in  effect  build  sav- 
accounts  with  a  portion  of 
r  premiums,   though  with- 

1  vals  are  not  made  until  poli- 

I  mature,  and  life  companies 
the  money  in  the  interim  for 
stments.  "The  industry  has 

I  1  living  off  that  money  for 

'  s,"  says  Myron  Picoult,  an  analyst  with  Oppenheimer  & 
[But  these  days,  because  of  inflation,  investors  are  reluctant 
jiupply  that  money.  Instead  they  prefer  to  buy  cheaper  term 
irancc  and  invest  (or  spend)  the  savings  themselves. 
D  counter  this  trend,  some  life  companies  are  trying  to  lure 
:stors  back  with  inflation-indexed  products.  Typical  is  the 
onomaster  Policy,  offered  by  Aetna  Life  ik  Casualty,  a 
:k  company,  which  features  adjustable  premiums  based  on 
ected  changes  in  cost,  investment  and  mortality  experi- 
jje.  Another  example  is  the  Adjustable  Life  Policy  offered  by 
kers  Life,  a  mutual  company,  which  the  policyholder  can 
ease  every  third  year,  based  on  changes  in  the  Consumer 
e  Index.  About  40  companies  now  offer  such  policies, 
eh  were  unheard  of  as  recently  as  two  years  ago. 
nd  many  life  companies  are  trying  to  sell  more  group 
irance.  Group  sales  now  account  for  33%  of  all  life  sales,  up 
25%  ten  years  ago.  Unfortunately,  group  customers  con- 


sist of  highly  sophisticated  institutions  that  almost  always 
prefer  low-cost  term  to  whole-life  policies,  so  the  cash  shortage 
remains.  "Still,  selling  term  is  better  than  selling  nothing  at 
all,"  says  one  life  executive. 

By  far  the  most  revolutionary  change  in  the  industry  is  the 
movement  of  life  companies  into  the  property/casualty  busi- 
ness. Until  recently,  insurance  was  divided  into  two  halves, 
each  with  roughly  $90  billion  in  annual  premiums — the  vola- 
tile and  risky  P/C  industry  and  the  staid  but  secure  life  indus- 
try. But  now  life  companies  are  moving  into  P/C  themselves, 
starting  up  P/C  divisions  and  taking  over  P/C  companies. 
Inflation  once  again  is  the  driving  force.  Property/casualty 
premiums  rise  as  the  value  of  the  insured  object  inflates,  so 
inflation  has  not  only  made  P/C  companies  grow  rapidly,  it  has 
made  them  extremely  profitable  as  well. 
Although  such  moves  have  eased  the  industry's  money 

shortage,  they  have  not  solved  an 
equally  severe  problem:  reinvest- 
ing that  money  at  a  profit.  The 
pressure  to  do  that — to  find  new 
ways  of  lending  at  a  profit — is 
creating  the  most  revolutionary 
changes  of  all.  Among  them:  the 
death  of  the  fixed-rate,  30-year 
loan,  traditionally  the  insurance 
industry's  principal  investment 
vehicle.  Leading  the  way  has 
been  Equitable  Life  Assurance 
Society,  the  third-largest  life  in- 
surer, which  announced  in  Au- 
gust that  most  new  loans  would 
have  indexed  rates  or  some  other 
inflation  hedge. 

Other  companies  have  been 
following  Equitable's  lead  and 
have  been  developing  similar  in- 
vestment vehicles.  Among  them: 
•  Equity  kickers — usually  war- 
rants on  common  stock  or  con- 
version privileges  on  preferred  stock. 

•  Adjustable  interest  rates — typically  renegotiated  every 
three  to  five  years  with  a  cap  on  upward  and  downward 
movements. 

•  Floating  principals — which  carry  a  fixed  rate  but  a  princi- 
pal whose  value  is  indexed  to  the  GNP  deflator  or  an  industrial 
commodity  such  as  timber  or  oil. 

•  Automatic  interest-rate  adjustments — with  rates  tied  to 
an  outside  indicator  such  as  the  prime  rate,  discount  rate  or 
Consumer  Price  Index. 

Will  such  innovations  be  enough  to  end  the  inflation-caused 
squeeze  on  insurance  industry  margins?  No  one  knows  the 
answer.  Only  this  much  is  certain:  The  revolution  has  just 
barely  begun. 

"The  insurance  industry  will  be  radically  different  in  1990 
from  what  it  is  today,"  says  analyst  Picoult.  "Tb^  biggest 
change  is  that  there  will  be  fewer,  bigger  players."  Today  there 
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are  about  1,800  life  companies  in  the  U.S.  Many  observers 
expect  that  number  to  shrink  to  about  1,000  by  the  end  of  the 
coming  decade. 

Shrinkage  in  the  P/C  busmess  will  probably  be  as  severe. 
Increasing  competition  has  made  price-cutting  on  premiums 
commonplace,  and  many  P/C  companies  may  not  be  able  to 
survive  the  pressure. 


"We're  suffering  from  overcapacity  brought  on  by  high 
itability  over  the  past  three  years,"  says  B.P.  Russell,  char 
of  Crum  &  Forster,  a  P/C  company.  "Underwriting  loss<| 
already  starting  to  build  up."  As  a  result,  a  combinatit 
liquidations  and  mergers  is  expected  to  reduce  the  numl 
P/C  companies — currently  almost  3,000 — by  one-third  on 
more. — Thomas  C.  O'Donnell 
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Note:  Explanation  of  Yardsticks  calculations  on  page  49. 

ttThree-year  average.    tFour-year  growth.    D-P:  deficit  to  profit;  not  ranked. 
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BUSINESS  NATALITIES 

(1978-1981) 


THE  ASST.  TO  THE  ASST. 


THE  PAPER  SHUFFLERS. 


THE  3-HOUR  LUNCH. 


G 


THE  BIG-BUCK  COMPANY  CAR. 


When  the  going  gets  tough,  unnecessary 
extravagances  go  out  the  door.  Which  is  why, 
from  the  escalating  interest  rates  of  1978  to  the 
sky-rocketing  costs  of  today,  the  most  popular 
fleet  cars  continue  to  be  our  sensibly  priced 


Chevrolets.  The  cars  that  look  great  in  the  best 
of  times.  And  absolutely  sensational  in  the 
worst  of  times.  If  you'd  like  to  perk  up  your  P&L 
picture,  contact  Chevrolet  Fleet  Sales, 
(313)  492-6600.  The  right  cars  for  right  now. 


CHEVROLET  FLEET  SALES  ^^BB^^ 


If  Jack  Meyer  has  any  say  about  it,  a  national 
health  scheme  will  be  designed  to  get  suppliers 
competing  for  a  share  of  the  market. 


Health  care 


FOR  SOME  YEARS  NOW  THE  HEALTH  INDUSTRY  haS  kcpt  a 
beady  eye  on  the  national  health  plan  supported  by 
Senator  Edward  Kennedy,  among  others.  Ideological 
qualms  aside,  there  has  been  both  lip-smacking  interest  in  the 
idea  of  an  openhanded  gcwernment  footing  the  health  care  bill 
and  considerable  alarm  at  the  thought  of  price  controls. 

Forget  Kennedy's  plan.  The  Republicans  have  taken  the 
presidency  and  with  it,  for  the  first  time  in  a  generation, 
control  of  the  Senate  as  well.  Thus,  any  health  care  legislation 
that  emerges  from  Congress  over  the  months  ahead  will  clearly 
have  a  very  different  cast  from  what  was  expected.  Even 
without  any  legislation,  the  nation's  health  care  expenditures 
are  certain  to  rise.  Today  they  account  for  9%  of  the  GNP  as 
opposed  to  4.5%  three  decades  ago.  That  970  amounted  to 
$244  billion  last  year,  $70  billion  of  it  coming  out  of  taxpayers' 
pockets  for  Medicare-Medicaid  programs  and  tax  subsidies. 
And  the  commitment  is  sure  to  rise.  According  to  economist 
Jack  A.  Meyer  of  the  Ameri- 
can Enterprise  Institute,  a 
37-year-old  Washington 
think  tank  that  is  becoming 
to  conservative  policy- 
makers what  Brookings  has 
been  to  liberals,  government 
programs  will  soon  account 
for  hcilf  of  every  dollar  spent 
on  health  care.  Because  of 
the  way  government  does 
business,  such  outlays  will 
inflate  even  more  the  other 
half  of  the  bill  that  taxpayers 
and  their  employers  fork 
over  to  the  private  sector — 
insurers,  doctors,  hospitals 
and  laboratories. 

A  Republican  victory  does 
not  necessarily  put  health 
legislation  on  the  shelf  for 
the  foreseeable  future.  Meyer's  views  on  health  care  had  made 
headway  on  Capitol  Hill  before  the  November  election,  and 
Republican  congressional  leaders  like  Robert  Dole,  the  new 
Senate  Finance  Committee  chairman,  and  Representative  Da- 
vid Stockman  of  Michigan  had  m  tlie  works  their  own  coun- 
terproposals to  Demotratic  plans  for  national  health  insurance 
cum  price  controls.  Some  Reagan  advisers  favor  a  catastrophic 
insurance  program.  But  some  congressional  prognosticators 
believe  that  Meyer's  views  come  closer  to  suggesting  the 
direction  any  Republican-inspired  legislation  is  likely  to  take. 
Which  is  why  Forbes  dropped  in  to  chat  with  him  a  while 
back  about  his  views  on  the  health  care  situation.  We  asked: 
What  kind  ufnatiu)ial  health  hmtrance pla>2  makes  seme  to  you? 
One  option  is  to  develop  a  voucher  system  scaled  to  income, 
which  would  phase  out  at,  or  a  little  bit  above,  the  poverty  line. 
That  voucher  would  be  good  at  the  plan  of  your  choice.  The 
government  would  say  to  a  family  or  to  a  single  person:  "Based 
on  our  studies,  a  person  in  your  demographic  situation  could 


Jack  Meyer  of  the  A)}ierica>i  /-iiterphse  Institute 
Using  the  market  to  cure  the  health  care  mess. 


get  an  acceptable  package  of  health  insurance  at  a  cost  of, 
$120  a  month.  We  realize  you  have  zero  income  right  nov^ 
we  will  pay  you  $  1 20  a  month  to  be  applied  to  the  plan  of  y 
choice.  And  if  you  choose  a  more  costly  one,  you  pay 
difference.  If  you  take  a  job  and  begin  to  earn  some  money, 
you're  still  below  the  poverty  line  or  near  it,  then  we're  gc 
to  scale  back  that  subsidy  gradually  as  you  earn  more  mone 
Bat  not,  I  assume,  in  li)ie  with  the  increase  in  income  (Jlherii 
like  some  of  the  welfare  subsidies,  you'll  destroy  any  uicentiii 
earn  more  money 

That's  correct.  We  wouldn't  want  benefit  reductions  to' 
in  effect,  \0Q"/o,  which  would  result  if  you  removed  bene 
from  workers  on  a  dollar-per-dollar  basis.  The  important  th 
is  that  as  the  worker  increases  his  earning  power,  governmi 
financial  support  would  be  reduced.  Just  how  much  it  is 
duced  depends  on  how  you  want  to  strike  the  balance  betw 
preserving  work  incentives  and  holding  down  federal  outla 

What  you're  proposing  i 
really  a  national  health  im 
(Dice  program,  as  most  Aiit 
cans  wouldn't  he  coivred 

The  voucher  system  it 
would  leave  largely  unaff( 
ed  the  great  majority  of  p 
pie  in  this  country.  But  c( 
tor  the  others  would  be  h 
down  by  stopping  the  op 
ended  nature  of  federal 
subsidies.  By  placing  a  li: 
on  the  amount  of  tax-1 
dollars  that  employers  n 
contribute  to  health  pi 
and  rebating  the  savingsl 
workers  who  select  an  e 
cient  health  plan,  we  co 
hold  down  cost  increafi 
without  a  national  health 
surance  program.  What  I 
jcct  to  in  the  national  health  insurance  plans  is  not  the  goa 
helping  the  poor  and  the  near-poor  who  are  now  ineligible 
federal  programs  or  inadequately  served  by  them,  but  rat 
the  fact  that  the  plans  would  link  expanded  benefits  with 
economywide  system  of  controls,  which  I  believe  would 
versely  affect  the  quality  of  care  for  all  of  us.  And  they  wo 
empower  the  Department  of  Health  Human  Servic 
through  a  variety  of  new  boards  and  institutci,  to  determ 
what  the  budget  should  be  for  health  spending.  This  wo 
inevitably  lead  to  shortages  of  qualified  personnel  and  cutbat 
in  services  for  millions  of  Americans. 

Your  abbreviated  program  would  certainly  avoid  that,  but  isn\ 
still  going  to  increase  costs  by  abinptly  exploding  the  market 

Quite  the  contrary.  Basically  the  idea  is  that  consum 
would  put  pressure  on  insurers  who  would  in  turn  press 
providers  (hospitals,  doctors,  labs]  because  insurers  would  h. 
to  compete  for  the  consumer's  dollar  more  than  they  do 
present.  For  instance,  if  insurer  A  is  charging  $160  a  month 
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I  puts  a    '  - 
company's  idle  funds 
into  high  gear  through 
the  Money  Desk. 


rolled  out  a 
financing  program 
for  Mills  Alloy 
Steel  to  purchase 
new  equipment 
and  inventory. 


erilrust. 
eBank 


X    ■  -  -  • 


unearthed  $2.5 
million  for  the 
Allis-Chalmers 
Corporation's 
export  of  mining 
equipment  to 
Yugoslavia. 


Headquarlers:  Cleveland.  (Jtiio 

Making  things  happen 
in  MidAmerica. 


Health  care 
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the  same  package  of  benefits  that  his  competitor,  insurer  B, 
can  dehver  for  $120,  suddenly  you  or  I,  who  work  for  a 
company  that  is  offering  a  choice  between  these  plans,  can  get 
a  rebate  if  we  choose  the  low-cost  plan — or  have  to  ante  up  if 
we  choose  the  high-cost  plan — then  insurer  A  is  going  to  think 
twice  about  charging  $160,  particularly  if  he  isn't  really  offer- 
ing anything  more  to  the  consumer. 

The  insurer  then  puis  pressure  on  the  doctor,  c/iu/c.  in  >spitul''' 

Exactly.  Probably  you  will  find  that  the  reason  msurcr  A  has 
to  charge  $160  for  the  same  package  insurer  B  is  charging  $120 
for  is  that  A  is  practicing  the  "everybody  wins"  approach 
characteristic  of  Medicare  and  Medicaid  and  some  of  the  Blue 
Cross-Blue  Shield  plans.  By  "everybody 

wins,"  I  mean  insurers  who  reimburse  the  ^Bi^H^HBl^^^^^^BH^H^^^^H 

inefficient  on  a  like  basis  with  the  effi-  "/  think,  we  should,  tinker  with 
cient  providers,  so  everybody  is  reim-  existing  law  in  a  sensible, 
bursed  provided  he  c^r  she  is  not  shown  to  fairly  undramatic  fashion  and 


have  made  a  fraudulent  claim 

So  the  voucher  scheme  will  not  only  benefit 
people  under  the  plan,  it  ought  to- push  down- 
ward on  the  costs  all  of  us  are  subjected  to-' 

Exactly.  We  will  never  get  to  a  more 
efficient  solution  as  long  as  tjie  third-party 
payer,  whether  it's  your  local  Blue  Cross-Blue  Shield  society  or 
Medicare  or  Medicaid,  is  willing  to  say  to  doctors  around  the 
market  area:  "I  will  reimburse  you  irrespective  of  whether 
you're  careful  not  to  put  a  patient  in  the  hospital  on  Friday  for  a 
procedure  that  starts  on  Monday,  whether  you're  willing  to  go 
along  with  Mrs.  lones'  request  to  stay  an  1 1th  day  to  catch  her 
breath  when  she's  fine  after  the  10th  day  and  ready  to  go 
home,  whether  you're  willing  to  run  seven  tests  of  the  same 
type  when  it's  clear  after  three  that  there's  nothing  wrong." 

Are  there  health  plans  like  this  in  e.xistence  already.^ 

A  close  model  of  what  I'm  talking  about  is  the  federal 
employee  health  benefits  program.  A  federal  employee  gets  a 
choice  of  a  more  or  less  expensive  plan  and  part  of  the  cost  of 
the  plan  is  deducted  from  his  or  her  paycheck.  I  think  that's 
beginning  to  go  in  the  right  direction.  Similarly,  there  are 
certain  regions  of  the  country  that  seem  to  have  done  more 
experimentation  in  this  area:  Hawaii,  California,  Minnesota. 
The  first  two  occur  in  large  part  because  of  the  strength  of 
Kaiser  Permanente  in  those  areas  and  the  competition  they've 
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try  to  achieve  our  goals  with- 
out thinking  about  p€issing 
a  major  new  landmark  piece 
of  legislation." 


created.  Kaiser  sponsors  a  health  maintenance  organize 
[an  HMO — a  clinic  or  group  practice  arrangement  to  whi 
consumer  pays  a  fixed  amount  every  year  in  return  fo 
medical  care). 

/.V  there  any  icay  of  encouragi)ig  competition  without  lvcA 
another  federal  pr(jL>ra/it.^ 

I  think  there  is,  and  that  way  would  involve  the  employe 
this  country  beginning  on  an  experimental  basis  to  incorpc 
these  principles  into  the  way  they  do  business.  There's  re 
nothing  that  is  stopping  employers  under  present  laws  1 
surveying  their  work  force,  coming  up  with  an  estimat 
what  it  would  cost  on  an  actuarially  determined  basil 
^^^^^^^^^^^^  provide  what  they  believe  is  a  minirr 
^^^^^^^^^^^^^  acceptable — or  what  their  work  force 
lieves  IS  a  minimally  acceptable — iri 
ance  package  and  saying  to  their  wi 
ers:  "Look,  we're  only  going  to  ps 
amount  of  dollars  a  month  into  the  k 
You  can  take  it  to  the  plan  of  ] 
choice."  This  would  work  better  in  si 
areas  than  others.  There  aren't,  fori 
ample,  as  many  HMOs  in  Philadelphi 
there  are  in  Los  Angeles.  But  I  bell 
employers  can  begin  to  take  a  hardheaded  attitude.  This 
cess  would  be  stimulated  by  changing  the  open-ended  natui 
federal  subsidies. 

But  don't  you  still  hare  to  deal  with  the  impact  of,  for  e.\ri>i\ 
.Medicare-.Medicaid  reimbuisement  policies,  since  they  account 
such  a  large  part  of  the  health  care  dollar^  A?id  doesn  't  that  i>i^ 
legislation' 

Yes,  but  I  think  we  should  tinker  with  existing  law  i 
sensible,  fairly  undramatic  fashion  and  try  to  achieve  our  gj 
without  thinking  about  passing  a  major  new  landmark  pied 
legislation.  All  too  often,  changing  the  law  means  cominj 
with  something  some  senator  can  put  his  name  on. 
As-  a  practical  political  matter,  though,  isn't  that  a  key  elemeii 
That's  why  I  would  concede  to  you  that  some  of  the  pirojl 
als  like  the  ones  I  support  aren't  ver>'  sexy  at  first  blush,  l] 
don't  have  tremendous  political  appeal.  Who  gets  votes  refoj 
ing  Medicare  policy?  This  is  the  stuff  of  experts  and  it'si 
very  dramatic.  But  it  seems  to  me  there's  a  lot  to  be  gaij 
from  doing  it. — Ann  Hughey  j| 
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JV^  7  1  The  Virginia  Peninsula  is  home  to  NASA  Langley  Research  Center,  site  of 

TOI^  development  and  testing  for  some  of  the  world's  most  technically  sophisti- 
j  •  ^  ^  XV7  J.  cated  aeronautic  systems.  If  you  seek  a  labor  force  that's  up  on  the  intricacies 
*/^*'V^4^^  -r^  ir^O  ^^S^  technology,  we're  for  you.  Our  people  have  a  reputation  for  as- 
lOrxTDdlll'l^O  craftsmanship  and  a  down-to-earth  appreciation  of  the  great 

'        ^  Jl        ^  American  profit  motive.  Reasonable  wage  rates,  a  supportive  business 

il7if"rl  ^  f"rl'f*'l  lof"  community  and  Virginia's  Right-To- Work  law  all  work  in  your 
j  YlU  X  d  vXlX  UISL  ^^^^^  here,  too.  Bring  your  high  standards  and  high  hopes  to  the 
^    ,     ^  Virginia  Peninsula.  Where  you'll  find  a  work  force  that  can  rise  to 

f\f^  h  Ifyh  ^^^^  them.  Gall  or  write  Jim  Hankla  or  Fred  Agostino,  Virginia  Peninsula 

^chnology.  atne^^^^ieS-  Virginia 

■■peninsula 

wport  News,  Hampton,  York  County,  James  City  County,  Gloucester  Coi^nty,  ^liamsburg  and  Poquoson^ 
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e  Japanese  may  be  moving  up  in  the  aero- 
2ce-defense  market,  but  the  Washington  bu- 
2ucracy  may  finally  be  pulling  out. 

Aerospace 
and  defense 


I  HE  LAST  TIME  THAT  MOST  AMERICANS  tOok  note  of  the 

Japanese  aircraft  industry  was  on  Dec.  7,  1941.  The 
Japanese  Zero,  built  by  Mitsubishi,  dominated  the  skies 
r  Pearl  Harbor  that  day  as  it  would  again  and  again  until  late 
Vorld  War  U,  when  U.S.  fighter  aircraft  technology  finally 
§ht  up.  Since  the  war,  however,  the  Japanese  aircraft  indus- 
has  receded  into  the  dimly  lit  background  of  an  industrial 
iplex  built  around  the  export  of  steel,  electronics  and  auto- 
5iles — but  not  aircraft.  In  1981  that  perspective  is  changing 
he  Japanese  aircraft  industry  gears  up  for  another  surprise 
:off. 

ompared  with  the  U.S.,  and  even  the  European  aircraft 
istries,  the  Japanese  industry  is  tiny.  Last  year  total  aero- 
;e  sales  for  the  half-dozen  or  so  companies  that  form  the 
I  group  of  the  Japanese  industry  (Mitsubishi  Heavy  Indus- 
s,  Kawasaki  Heavy  Industries,  Fu|i  Heavy  Industries,  Shin 
wa  Industry,  Japan  Aircraft  and  Ishikawajima-Harima 
vy  Industries)  amount  to  only  about  $1  billion.  The  sale  of 
space  components  was  httle  more  than  incremental  in- 
e  for  these  large  companies,  which  are  much  more  heavily 
lived  in  other  industrial  sectors. 

was  predictable,  however,  that  the  Japanese  industry 
Id  not  remain  satisfied  with  its  small  sideline  in  aerospace 
ong.  Commercial  aircraft  production  is  the  hottest  aero- 
e  market  of  the  1980s.  As  the  old  commercial  jets  of  the 
Ds  and  1970s  become  more  obsolete  every  day,  a  huge  $128 
on  replacement  market  has  materialized — some  6,000  jets 
;d  to  be  purchased  by  1990.  Although  order-taking  has 
/ed  considerably  for  the  American  Big  Three — Boeing, 
i<heed  and  McDonnell  Douglas — because  of  sagging  airline 
its,  no  one  doubts  that  the  replacement  market  of  the 
Is  will  get  off  the  ground  eventually.  Says  a  confident  E.H. 

Boullioun,  president  of  Boeing  Commercial  Airplane  Co., 

ime  those  orders  will  come." 

Tc  Japanese  see  it  the  same  way.  At  the  encouragement  of 
Japanese  Ministry  of  International  Trade  Industry 


(MITI),  Japanese  companies  are  slowly  but  deliberately  focus- 
ing on  this  market.  In  part,  the  industry  is  honing  its  teeth  on 
military  projects.  In  1978  the  Japanese  government  settled  on 
the  McDonnell  Douglas  F-15  fighter  and  the  Lockheed  P-3C 
antisubmarine  aircraft  as  the  core  of  its  self  defense  forces.  By 
1987,  100  F-15s  and  45  P-3Cs  worth  over  $5  billion  are  sched- 
uled for  delivery — most  of  them  built  with  the  help  of  Japanese 
industry  working  under  license  agreements. 

More  to  the  point,  a  consortium  composed  of  Mitsubishi, 
Kawasaki  and  Fuji  have  a  $75  million  stake  as  a  major  sub- 
contractor for  Boeing's  new  767  jetliner  scheduled  for  1982 
delivery.  Like  Boeing,  the  Japanese  also  have  recently  conclud- 
ed a  50-50  joint  venture  with  Rolls-Royce  to  develop  a  new 
medium-size,  high-bypass,  fuel-efficient  jet  engine  by  1988. 
The  Japanese  are  also  discussing  the  possibility  of  building  a 
125-to-150  seat  aircraft  with  either  Boeing  or  the  Dutch  air- 
craft builder  Fokker,  and  in  the  Fokker  project  at  least,  it  is  not 
inconceivable  that  the  Japanese  may  be  in  control.  Indeed, 
control  of  all  these  projects  is  firmly  in  the  hands  of  MITI. 
MITI  supports  the  F-15  and  P-3C  programs,  put  up  $75  million 
in  interest-free  matching  funds  to  land  the  Boeing  767  con- 
tracts, is  underwriting  three-quarters  of  the  nonrecurring  de- 
velopmental costs  of  the  Rolls-Royce  engine  project,  and  is 
likely  to  absorb  a  major  part  of  the  expense  of  any  new  airliner 
transport  project. 

The  pattern  of  this  unsettling  picture  has  only  recently 
begun  to  sink  in  on  the  U.S.  aerospace  industry,  which  ac- 
counts for  $12  billion  in  export  sales  in  1980,  making  jet 
aircraft  the  U.S.'  most  important  export  item  after  combined 
agricultural  products.  "The  competition  may  well  be  good  and 
creative,"  says  a  report  delivered  in  September  to  the  U.S. 
House  of  Representatives  Ways  Means  subcommittee  on 
trade.  "But  it  is  also  likely  to  eat  into  the  market  share  held  by 
the  American  Big  Three." 

Only  ten  years  ago  U.S.  aircraft  builders  supplied  more  than 
96%  of  the  world's  commercial  market.  Today  they  supply 
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only  46%,  and  they  will  have 
to  fight  to  hold  that.  Already 
facing  a  tough  European  com- 
petitor in  Airbus  Industrie, 
Boeing  Chairman  T.A.  Wilson 
says  the  emergence  of  the  )ap- 
anese  aircraft  industry  is  no 
mirage.  "The  lapanese  are  re- 
spected associates  now,"  he 
observes.  "And  in  the  future 
I  expect  to  see  them  as  re- 
spected associates  or  viable 
competitors."  At  Lockheed, 
the  head  of  the  division 
that  builds  the  L-1011  Tri- 
Star  agrees.  "They  would 
make  good  partners  for  any- 
one," says  E.M.  Cortright.  "I 
think  the  interpretation  that 
they're  ready  to  take  off  is  a 
good  one." 

Even  more  momentous  for 
the  U.S.  aerospace  industry 
than  the  emergence  of  Japa- 
nese competition  would  be 
the    disappearance    of  the 
Washington  bureaucracy  that 
has  made  defense  contracting 
a  nightmare.  And  in  1981  that 
too  may  happen.  A  1981  de- 
fense budget  of  $160  billion,  with  an  additional  billion  or  two 
likely  to  be  added  once  Ronald  Reagan  takes  office,  has  made 
defense  contractors  one  of  the  most  popular  plays  on  Wall 
Street.  Optimism  pervades  the  industry  from  Rockwell  Inter- 
national, with  its  buoyant  aerospace  and  electronics  divisions, 
to  Raytheon,  with  its  booming  missile  and  electronic  warfare 
components  business,  to  Grumman  and  Northrop  with  their 
component  and  aircraft  contracts. 

But  in  1981  the  amounts  spent  on  defense — though  large — 
may  matter  less  than  the  way  those  contracts  are  written.  The 
Reagan  Administration  hopes  to  dismantle  a  lot  of  red  tape 
that  has  made  deferise  spending  in  recent  years  a  tortuous 


project  for  both  government  and  industry.  The  goal  is  to  J 
weapons-acquisition  time  in  half.  In  the  early  1970s  the  timj 
took  to  get  a  weapon  from  the  drawmg  board  into  the  field  vi 
only  4  years,  rs.  10  years  to  12  years  today.  To  help  reach  tiM 
goal  the  Reagan  Administration  is  likely  to  encourage  mjf 
tiyear  contracts  for  defense  spending. 

Says  John  W.  Dixon,  chairman  of  electronic  weapons  gi^l 
E-Systems  of  Dallas,  "The  year-by-year  approach  to  defej| 
contracts  is  just  appalling.  If  we  had  multiyear  contracts 
could  do  the  kind  of  resource  planning  that  would  speed 
acquisition  time."  If  Dixon  gets  his  wish  the  1981  defeH 
industry  boom  may  be  the  beginning. — Michael  KolbenschlagJ 


Aerospace  and  defense 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  ca 

pital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

proKt 

5-year 

5-year 

5-year 

5-yea] 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Boeing 

23.7% 

6 

31.3% 

0.0 

27.0% 

3 

20.5% 

6.4% 

13.6% 

10 

46.3% 

1 

Raytheon 

22.7 

7 

23.6 

0.1 

27.4 

1 

21.6 

5.6 

14.6 

8 

24.2 

6 

E-Systems 

21.9 

8 

11.9 

0.4 

10.3 

5 

19.3 

3.2 

14.3 

9 

26.3 

4 

Wyman-Gordon 

20.0 

9 

17.8 

0.2 

14.5 

7 

15.7 

5.7 

16,7 

5 

23.4 

7 

Thiokol 

18.5 

10 

18.2 

0.1 

12.9 

9 

13.8 

5.6 

12.6 

12 

18.0 

10 

United  Technologies 

18.5 

11 

16.7 

0.4 

11.6 

10 

12.9 

3.2 

22.8 

2 

24.5 

5 

Cessna  Aircrah 

17.2 

12 

10.3 

0.1 

9.2 

8 

13.8 

2.8 

17.6 

4 

15.1 

11 

Rockwell  Intl 

15.7 

13 

18.6 

0.3 

14.1 

13 

11.3 

4.1 

11.8 

13 

10.5 

12 

General  Dynamics 

15.5 

14 

22.9 

0.1 

17.5 

12 

12.4 

4.4 

13.5 

11 

19.0 

9 

McOoimeli  Douglas 

13.1 

15 

10.4 

0.1 

10.4 

11 

12.5 

2.6 

9.6 

14 

7.6 

14 

Gnmiman 

12.8 

16 

8.6 

0.8 

8.2 

15 

9.0 

1.7 

8.9 

15 

D-P 

Rohr  Industries 

1.0 

17 

1.0 

1.2 

4.8 

17 

2.4 

0.2 

0.4 

17 

P-D 

15 

Industry  medians 

20.0 

18.2 

0.2 

14.1 

13.8 

4.1 

14.3 

22.7 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9  ' 

Note:  Explanation  of  Yardsticks  calculations  on  page  49 
P-D:  profit  to  deficit.    D-P:  deficit  to  profit;  not  ranke 
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How  Austin  designs  and  builds  facilities 
on  time  and  within  budget. 


When  it's  time  to  expand  your  busi- 
ness, you  want  facilities  that  meet 
your  needs,  as  soon  as  possible, 
and  delivered  under  strict  budget 
control.  And  that's  what  you  get 
with  The  Austin  Method. 

Meeting  your  needs.  How  does 
Austin  assure  you  of  gettingthe 
building  you  need?  First,  by  provid- 
ing single-source  responsibility  for 
consulting,  design  and  construction, 
we  maximize  your  control  over  the 
project.  We  can  work  with  you  from 
feasibility  studies  clear  through 
start-up  or  interior  furnishing. 
You  make  your  wishes  known  to  us— 
and  we're  entirely  responsible  for 
carrying  them  out. 

Secondly,  we  can  add  good  ideas 


to  the  ones  you  already  have.  With 
more  than  25,000  projects  to  our 
name,  we've  gained  a  lot  of  insight 
into  design  and  construction  for  all 
kinds  of  industries. 

Speeding  your  construction. 
Austin's  single-source  responsibility 
pays  off  in  speed,  as  well.  We  can 
order  hard-to-get  materials  as  soon 
as  our  initial  contract  is  drawn  up, 
or  begin  construction  while  de- 
tailed engineering  drawings  are  still 
beingfinalized.  The  Austin  Method 
can  often  shave  months  off  a 
project's  construction  schedule— 
and  that  can  translate  into  impor- 
tant cost  savings. 

Working  within  your  budget. 
Austin's  management  experience 


assures  you  of  rigorous  cost  control. 
In  over  a  hundred  years  of  design 
and  construction  service,  Austin  has 
amassed  an  impressive  on-time, 
in-budget  record. 

If  we  didn't  come  through  with 
whatwe  promise,  ourclients 
wouldn't  keep  on  coming  back.  And 
traditionally,  returning  customers 
account  for  75  percent  of  Austin's 
business.  For  more  information 
about  our  world-wide  capabilities, 
contact  The  Austin  Company. 
Cleveland,  Ohio44121. 


THE  AUSTIN 
COMPANY 


DESIGNERS  •  ENGINEERS  •  BUILDERS 


One  of  America's  staid  old  industries  has 
learned  a  marketing  lesson:  If  you  can't  sell 
them  lemons,  peddle  lemonade. 

Electrical 
equipment 


EVERY  CLOUD  HAS  ITS  SILVER  LINING.  Take  the  cloud  that 
rising  electricity  prices  have  put  over  America's  electri- 
cal equipment  industry.  As  prices  soared,  the  growth  in 
electric  demand  plummeted,  and  so  did  utilities'  orders  for  new 
generating  plants.  That  devastated  one  of  the  industry's  key 
markets,  which  shows  few  signs  of  coming  back  to  life  soon. 

That's  the  bad  news.  The  good  news  is  that  the  industry, 
composed  mainly  of  staid,  old-line  companies,  like  Westing- 
house  and  GE,  has  rallied  with  surprising  speed,  and  discovered 
that  soaring  electric  rates  have  given  it  a  new  product;  the 
ultraefficient  electric  motor. 

The  new  motors  introduced  about  a  year  ago  are  selling  like 
hotcakes — at  least  like  what  passes  for  hotcakes  in  the  electri- 
cal equipment  business.  The  new  motors,  carrying  premium 
prices  and  higher-than-normal  profit  margins,  are  taking  about 
77o  of  the  market  for  new  motors,  and  General  Electric 's  Van 
Williams,  a  senior  vice  president,  expects  them  to  be  grabbing 
10  times  that  much  by  the  end  of  the  decade:  "It  is  almost 
inconceivable,"  he  says,  "that  anyone  would  buy  a  standard 
motor  if  he  can  get  an  energy-saving  motor." 

"We  can't  keep  them  in  stock,"  says  Walter  Stiff ler  of 
Reliance  Electric,  the  big  Euclid,  Ohio  motormaker  gobbled  up 
by  Exxon  in  1979.  "The  demand  has  outstripped  our  capacity." 
Reliance  plans  to  meet  the  demand  by  converting  some  of  its 
capacity  to  its  new  XE  line  sometime  this  year. 
The  new  breed  of  electric  motor  isn't  exactly  your  basic 


household  item.  "If  you're  thinking  of  buying  an  extra-eflicn 
motor  for  your  garage  door  opener,  forget  it,"  Stiffler  says.  Tl 
market  is  for  industrial  users  of  motors  ranging  from  1  to  ] 
horsepower  for  applications  that  involve  almost-continuc) 
operations.  A  sewage  plant  or  a  refinery  is  what  he  has  in  min< 
Take  your  basic  .SO  horsepower  Reliance  XE  motor,  abc 
100  times  the  horsepower  of  a  typical  basement  sump  pun 
Reliance  claims  electricity  use  for  a  typical  .50  horsepov 
motor  is  41.2  kilowatts,  but  the  improved  XE  motor  of  i 
same  rating  takes  only  39.6  kilowatts.  If  you  assume  the  mo 
runs  7,200  hours  a  year  using  electricity  that  costs  a  nickt 
kilowatt-hour,  the  saving  by  using  the  XE  motor  would  be  $5 
a  year. 

Reliance  says  its  new  motor  reduces  wasted  power  by  abd 
a  third,  and  other  manufacturers — Gould  and  GE,  among  oi 
ers — make  similar  claims.  Given  the  industry's  antitrust  pn 
lems,  no  one  wants  to  be  quoted  about  competitors'  equ 
ment.  Indeed,  people  in  the  industry  profess  not  to  know  h' 
efficient  other  manufacturers'  motors  are. 

The  new  line  of  energy-efficient  motors  offers  a  refinemt 
of  existing  motor  technology,  rather  than  the  dramatic  bre; 
through  Exxon  claimed  to  have  made  in  mid- 1 979,  when 
announced  it  planned  to  take  over  Reliance  to  help  redi 
America's  oil  imports. 

Howard  lordan,  one  of  Reliance's  high-ranking  enginca 
said  work  started  on  the  new  motor  line  in  early  1978,  bef( 


Electrical  equipment 


Yardsticks  of  management  performance 
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12 
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12 
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average 
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AMP 

26.9% 

1 

2''.l';„ 

0.1 

23.6% 

1 

22.8"o 

1  1.5"„ 

1 7.3% 

6 

22.4% 

2 

Square  D 

24.4 

2 

23.0 

0.3 

17.6 

2 

19.7 

8.0 

13.5 

8 

12.6 

10 

Crouse-Hinds 

22.0 

3 

23.2 

0.1 

21.0 

5 

18.7 

7.9 

20.5 

3 

18.8 

3 

Emerson  Electric 

20.9 

4 

21.4 

0.2 

19.9 

4 

19.3 

7.8 

18.7 

5 

14.3 

7 

Copeland 

20.8 

5 

22. S 

0.2 

17.8 

6 

18.2 

5.2 

114 

9 

15.0 

6 

General  Electric 

20.3 

6 

20.2 

0-1 

18.1 

7 

18.1 

6.1 

114 

10 

12.2 

11 

W  W  Grainger 

20.0 

7 

17.3 

0.0 

17.2 

3 

19.5 

5.8 

19  2 

4 

18.4 

4 

Harvey  Hubbell 

16.7 

8 

17.6 

0.0 

16.6 

8 

16.3 

7.4 

14.1 

7 

10.0 

12 

Gould 

1,S.7 

9 

11.0 

0.6 

7.9 

12.0 

3.9 

24.6 

12.7 

9 

Raychem 

14.7 

10 

18.7 

0.0 

17.2 

9 

13.7 

7.3 

24.4 

2 

25.2 

1 

McGraw-Edison 

14.1 

11 

10.3 

1.3 

5. ,5 

10 

12.7 

2.4 

11.2 

11 

12.9 

8 

Wcstinghouse  Electric 

13.9 

12 

17.8 

0.2 

15.2 

12 

1  1.5 

4.9 

5.0 

13 

16.4 

5 

Robertshaw  Controls 

10.2 

13 

8.6 

0.4 

6.7 

13 

8.2 

ly 

10.7 

12 

13 

Industry  medians 

20.0 

18.7 

0.2 

17.2 

18.1 

6.1 

14.1 

14.3 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note:  Explanaiion  of  Yardsticks  calculations  on  page  49 
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Kentucky's  bluegrass  stays  green 
near  four  coal-fired  power  plants 


m 


Mith  help  from  advanced 

waste  management 

by  lU  Conversion  Systems. 


Kentucky  produces  more  coal  than  any 
other  state,  and  most  utilities  there  burn  it  to 
generate  electricity.  Four  of  the  largest  generat- 
ing stations  have  built  environmental  protection 
into  their  coal-fired  power  plants  — with  help 
from  lU  Conversion  Systems. 

These  power  plants  are  equipped  with 
"scrubbers"  that  remove  pollutants  from  com- 
bustion fumes,  and  lU  Conversion  Systems  then 
treats  the  resulting  sulfurous  sludge  and  ash  so 
that  they  cannot  harm  the  countryside. 

The  waste  material  is  recycled  into  an  en- 
vironmentally safe  product  that's  suitable  for 
landfill,  road-building,  embankments  and 
other  practical  uses.  This  process  is  the 
Poz-O-Tec "  system. 

As  a  leader  in  its  field,  lU  Conversion 
Systems  has  been  selected  to  treat 
sludge,  fly  ash  and  other  wastes  at  more 


International 


than  20  power  plant  units  in  almost  every  section 
of  the  nation.  Altogether,  more  than  22  million 
tons  of  waste  material  can  be  stabilized  annually 
by  these  Poz-O-Tec  systems. 

In  addition,  the  company's  scientists  and 
engineers  are  solving  problems  in  the  rapidly 
expanding  industrial  waste  disposal  market. 

Waste  management  services  represent  a 
growing  part  of  lU  International,  whose  interests 
in  transportation,  distribution,  agribusiness,  in- 
dustrial and  enviromnental  markets  produce 
more  than  $2  billion  in  annual  revenues. 

If  your  business  has  a  major  waste  treatment 
problem, write  B.Lawrence  Seabrook,Jn, 
President,  rU  Conversion  Systems,  115 
Gibraltar  Road, Horsham,  PA  19()44.To 
learn  more  about  lU  International,  write 
HI  Corporate  Affairs,  1500  Walnut  Street, 
Philadeli)hia,  PA  19102. 


Reliance  was  even  a  gleam  in  Exxon's  corporate  eye. 

The  new  motors  use  more  copper,  a  higher  grade  of  steel  and 
have  design  changes  to  reduce  power  use.  The  Exxon  process, 
which  uses  micro-processors  to  reduce  motors'  loads  when 
their  full  output  isn't  needed,  is  being  further  developed  at 
Reliance.  There's  no  way  to  tell  when — or  if — motors  using 
that  process  will  reach  market.  Because  of  a  temporary  consent 
agreement  between  Exxon  and  the  Federal  Trade  Commission, 
the  people  who  developed  Exxon's  process  aren't  allowed  to 
deal  with  Jordan  and  his  Reliance  people,  who  developed  the 
more  efficient  Reliance  motor.  The  Reliance  motor  uses  less 
power  than  earlier  motors,  but  puts  out  a  constant  output. 

GE's  Williams  says  his  company  is  working  on  new  control 
technology,  and  hopes  to  mate  it  with  the  new,  efficient  motor 
line.  "You  match  an  energy-saving  motor  with  the  variable- 
speed  drive,  and  you  increase  the  savings,"  he  says. 


Williams  is  thinking  not  only  of  selling  his  new  Im 
motors  as  new  equipment  but  also  of  getting  customei 
throw  out  perfectly  serviceable  motors  because  the  new  > 
cut  electric  costs  so  much  that  they  pay  for  themselves 
short  period.  Reliance  is  trying  to  do  the  same.  No  one  wil 
how  successfully  they've  been  able  to  push  the  "planned 
lescence"  pitch.  "We've  gotten  several  cement  companii 
do  that,"  Williams  says,  "and  we're  working  with  hosp 
and  motels  to  get  them  to  do  it,  too." 

The  industry's  new  line  of  motors  was  produced  witl 
government  threats.  Department  of  Energy  guidelines  or 
gressional  mandates.  It  shows  once  again  that  in  a  free  ec 
my  the  market  system  can  do  the  job,  provided  people  gr 
enough  time.  The  industry  should  be  proud  of  itself.  Now 
Its  generating  plant  business  has  turned  into  a  lemon, 
marketing  men  arc  helping  salvage  lemonade. — Allan  Sloar 


For  the  semiconductor  maker  ifs  a  difficult 
choice:  too  much  capacity  to  supply  a  reces- 
sion, too  little  to  meet  a  boom. 


Electronics 


SHADES  OF  1974.  The  electronics  industry  may  give  us 
a  repeat  performance  of  the  last  recession.  Remember 
what  happened  then:  a  period  of  price-cutting  and  over- 
capacity, a  cutback  in  industry  expansion  programs,  then  a 
tremendous  upsurge  in  demand  and  too  little  capacity  to  meet 
it.  Is  it  happening  all  over  again- 
Industrywide  spending  was  up  60%  in  1979,  and  then  45% 
in  1980;  1981  will  be  flat.  And  many  firms  are  now  quietly 
cutting  capital  spending  for  semiconductors.  Advanced  Micro- 
Devices  cut  $25  million  out  of  a  $75  million  program  that  was 
to  be  up  20%,  and  Motorola  trimmed  about  $15  million  off  its 


$195  million  program  last  fall.  Intel  had  been  talking  at 
spending  $175  million  this  year;  now  it  looks  like  $150 
lion.  Less  than  three  months  after  Hewlett-Packard  annoui 
plans  to  spend  $350  million,  it  cut  back  its  commitmen 
$60  million. 

Not  that  these  firms  are  openly  announcing  these  c 
They're  simply  spending  less  than  they  had  planned.  But  i 
the  industry  is  so  fond  of  saying,  uses  for  semiconductor 
the  Eighties  are  "as  limited  as  your  imagination,"  why  eas 
spending?  Such  companies  protest  that  current  cutbacks  d 
signal  trouble  ahead  if  the  economy  takes  off  as  it  did  follov 


Getting  the  upper  hand 


Since  the  birth  of  the  industry,  electronics  and 
computer  manufacturers  have  demanded  that 
they  be  able  to  buy  most  of  the  important  parts 
in  their  equipment  from  at  least  two  sources. 
They  simply  did  not  want  to  be  captive  to  any 
single  supplier,  and  they  wouldn't  buy  other- 
wise. So  technological  innovators  like  Intel 
and  Texas  Instruments  were  forced  to  license 
their  newest  products,  after  years  of  research 
and  staggering  development  costs,  to  competi- 
tors just  to  get  devices  on  the  market. 

But  all  that  may  be  changing.  "Once  people 
can  copy  your  product,  then  it  no  longer  pays  ^"''''' ^^'"-"'t' 


to  have  poured  all  that  money  into  development,"  says 
Gordon  Moore,  Intel's  practical  chief  executive.  With  sky- 
rocketing RtkD  costs,  licensing  is  no  longer  a  practical 
thing  for  firms  like  Intel.  "If  customers  continue  to  insist 
on  multiple  sourcing,  that  could  slow  down  the  develop- 
ment of  new  devices,"  Moore  continues.  So  far  Moore  is 
just  talking,  but  for  the  first  time  partsmakers  like  Intel 


may  have  the  size  and  financial  clout  to  make 
such  a  threat  stick. 

Bruce  Watts,  senior  electronics  analyst  at 
Keystone  Custodian  Funds  in  Boston,  agrees. 
The  research  efforts  are  so  expensive,  he  says, 
and  take  so  long  that  the  partsmakers  will 
"have  to  charge  what  the  market  will  bear." 

The  big  computer  and  electronics  companies 
here  always  worried  about  the  possibility  of  a 
parts  monopoly,  and  talk  like  that  makes  them 
shake  in  their  boots.  Even  Watts  admits  that, 
if  multiple  sourcing  were  ended,  it  would  help 
  the  margins  of  the  larger,  heav>'-spending  elec- 
tronics firms,  and  put  some  real  pressure  on  the  firms  that 
used  to  license. 

But  it  could  work  another  way  too:  Smaller  semicon- 
ductor and  electronics  firms  could  run  with  what  they  are 
best  at,  leading  to  more  specialization  in  the  industry 
and  perhaps  better  use  of  research  and  development 
dollars.— CM. 


140 


FORBES,  JANUARY  5 


Profit,  ifs  your  bottom  line.... and  it's  the  reason  Louisiana  has 
ranked  #1  in  new  business  expansion  for  the  last  two  years  in 
theU.S.A. 

Louisiana  believes  in  business,  and  we're  ready  to  prove  it  to 
you.  The  right-to-profit  and  right-to-work  laws  are  contributing 
factors,  but  that's  not  all.  We  have  a  large  available  work  force 
that  we  will  train  to  meet  your  needs  at  no  charge,  we'll  work  with 
you  to  find  the  best  location,  we'll  assist  in  securing  financing, 
and  a  lot  more. 

Louisiana's  got  what  it  takes  for  your  company  to  get  what 
it  needs. 


Write  or  phone:  (/^^ 
Andrew  F.  Flores,  C.I. D.,  Executive  Director  / 
Louisiana  Office  ©f  Commerce  &  Industry 
P.O.  Box  44185,  Copitol  Station,  Dept.  D 
Baton  Rouge,  La,  70804  (504)  342-5361 
Justinianstrasse  22.  D-6000  FRANKFURT  (tVlaln)l ,  Wtest  Germany 
Telephone  (49-61 1)590061,  Telex  41  4561  ICO  D 
1 5  Avenue  Victor  Hugo,  751 1 6  PARIS,  France 
Teleptione  (33-1)502-1800,  Telex  620  .893  F 


Read  our 
annual  report 


and  you  read  about  exploration  &  development, 

natural  gas,  oil,  coal, 
contract  drilling, 
pipelines,  storage,  and  coal  gasification. 


SlljiS  Peoples  Energy  Corporation 

Managing  energy'  is  our  business 


Texoma  Production  Co.  •  Harper  Oil  Co.  •  Buckhom  Petroleum  Co.  •  Exeter  Company  •  Industrial  Fuels  Corporation 
Natural  Gas  Pipeline  Company  of  America  •  The  Peoples  Gas  Light  and  Coke  Company  •  North  Shore  Gas  Company 
For  a  copy  of  our  1980  Annual  Report,  write:  Peoples  Energy  Corporation,  122  South  Michigan  Avenue,  Chicago,  IL  60603. 
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Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Return  on  total 

capital 

Sales 

Earnings 
per  share 

Company 

5-year 
average 

latest 
5-year  12 
rank  months 

debt/ 

equity 

ratio 

latest 
12 

months 

5-year  5-year 
rank  average 

net 

profit 

margin 

5-year 
average 

5-year 
rank 

5-year 
average 

5-year 
rank 

—  

Teledyne 

36.1% 

1 

27.7% 

0.2 

2i.i'y„ 

3 

23.4% 

11.67o 

11,0%  , 

20 

51.8% 

2 

Schlumberger 

32.6 

2 

36.3 

0.2 

30.0 

I 

29.8 

18.8 

23.6 

4 

35.3 

5 

Intel 

30.5 

3 

30.2 

0.0 

29.2 

2 

29.7 

11.7 

45.5 

1 

39.5 

3 

EG&G 

26.1 

4 

38.8 

0.1 

26.6 

5 

21.0 

4.2 

25.1 

3 

26.6 

10 

Lear  Siegler 

24.2 

5 

22.4 

0.6 

14.4 

13 

14.2 

4.6 

13.2 

15 

34.0 

6 

Raytheon 

22.7 

6 

23.6 

0.1 

27.4 

4 

21,6 

5.6 

14.6 

14 

24.2 

12 

1  Natl  Semiconductor 

22.4 

7 

29.1 

0.4 

20.1 

10 

16.8 

5.4 

36.1 

2 

26.9 

8 

Avnet 

20.6 

8 

21.5 

0.2 

19.8 

8 

17.4 

5.7 

15.2 

13 

16.3 

18 

Harris  Corp 

19.8 

0 

19.7 

0.4 

13,2 

12 

15.1 

6.1 

15,3 

12 

31.9 

7 

Texas  Instruments 

19.4 

10 

21.4 

0.0 

21.1 

6 

18.6 

5.3 

17, (J 

9 

18.0 

15 

Tektronix 

19.3 

11 

18.8 

0.3 

15.4 

9 

16.9 

8.4 

23.5 

5 

26.7 

q 

Hewlett-Packard 

18.7- 

12 

21.4 

0.0 

20,6 

7 

18,1 

8.7 

23.3 

6 

22.7 

14 

GK  Technologies 

17.1 

lo 

24.8 

0.6 

14.4 

1  Q 

1(J.4 

5.0 

15.4 

11 

15.6 

20 

Perkin-Elmer 

16.7 

14 

20.7 

0.3 

17,4 

11 

15,5 

6.7 

21.7 

7 

18.0 

15 

General  Instrument 

1 6,5 

15 

20.9 

0.2 

1  7  1 

1  /  ,4 

16 

12.6 

7.5 

10.9 

21 

36.8 

4 

 ;  

■Motorola 

1 5.8 

16 

17.3 

0.3 

14,4 

14 

14.0 

5.7 

12.9 

16 

16.0 

19 

■Coming  Glass  Works 

15,4 

17 

13.5 

0  2 

11.9 

15 

12.9 

7  6 

8,1 

23 

16,8 

17 

fceckman  Instruments 

15.0 

18 

14.9 

0.3 

12-3 

17 

12.5 

6.5 

16.4 

10 

24.1 

13 

iNorth  Amer  Philips 

14,6 

19 

12.7 

0.2 

9.1 

19 

10.1 

2.9 

20.1 

8 

15.2 

21 

iGeneral  Tel  &  Elec 

14.4 

20 

9.9 

0.9 

5.3 

25 

7.0 

4.6 

11.7 

18 

7.6 

24 

Ampex 

14.4 

21 

16.4 

0.5 

12,1 

22 

8.8 

5,0 

25 

D-P 

Honeywell 

13.4 

22 

13.2 

0.2 

10.0 

20 

10.1 

4,6 

8-6 

22 

14-7 

22 

12.7 

23 

12,8 

0.7 

7.1 

23 

7.2 

12,1 

11,6 

19 

9-2 

23 

Bunker  Rama 

12.1 

24 

15,0 

0.4 

11.3 

21 

9,4 

5  2 

7.0 

24 

80.5 

1 

Parian  Associates 

8.1 

25 

12.2 

0.4 

10  5 

24 

7,1 

3,6 

12.3 

17 

25.6 

11 

Industry  medians 

17.1 

20.7 

0.3 

14.4 

14.2 

5.7 

15.2 

24.2 

Ml  industry  medians  | 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note;  Explanation  ol  ^■ard^titk.s  Lalculat 
D-P:  deficit  to  profit;  not  ranked. 

ons  on  page 

49, 

1974-75  recession.  There  are  a  few  making  sure  they  don't 
caught  again — Bunker-Ramo  and  National  Semiconductor, 
ong  others. 

Technology  is  America's  last  hope  for  exports,  for  produc- 
ty  gains,  for  employing  people,"  says  National  Semiconduc- 
Treasurer  lohn  L.  Nesheim.  "We  just  don't  have  a  unique 
itegic  situation  like  OPEC's  oil.  The  opportunities  to  apply 
liconductors  grow  faster  than  we  can  supply  them."  Semi- 
ductor  components  account  for  three-fourths  of  National's 
0  million  revenues  and  all  its  profits  and,  according  to 
>heun.  National  wouldn't  even  consider  a  cut  in  its  $150 
lion  program,  up  50%  over  1980. 

Jeither  would  Duane  Burnham,  head  of  $500  million  (sales) 
iker-Ramo.  "We  have  seen  this  before,"  he  says.  "A  lot  of 
pie  indicate  they  are  cutting  back  on  capital  spending.  The 
anology  requires  that  we  increase  spending  for  more  ad- 
ced  equipment.  We  don't  want  to  be  caught  short,"  And, 
nham  adds,  what  good  are  new  plants  without  a  staff,  or  if 
very  of  all  the  new  machinery  is  delayed  six  months? 
he  electronics  companies  have  good  reason  to  be  looking 
r  their  shoulders.  The  lapanese  are  running  hard,  and  if  the 
.  firms  can't  supply  the  demand  when  the  economy  heats 
the  lapanese  will,  lapanese  companies  have  already  an- 
nced  plans  to  build  plants  here.  Plenty  of  people  are  scared, 
U.S.  producers  have  to  turn  very  fast  now  to  keep  the 
inese  from  getting  the  same  opportunities  we  gave  them  in 
4,"  admits  Stewart  Carrell,  senior  vice  president  of  Texas 
ruments.  In  building  the  required  staff  for  their  new  plant 
lapanese  will  add  to  a  critical  shortage  of  electrical  engi- 
rs.  "But  I  see  most  of  the  leaders  have  kept  their  nerve  up  in 
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capital  spending,  and  I  don't  think  we  will  see  the  economy 
rebound  the  same  way  as  it  did  before." 

But  it  does  require  some  nerve  to  keep  on  expanding.  Manu- 
facturers, distributors  and  customers  claim  they  have  inven- 
tories under  control.  But  inventory  under  control  today  could 
be  way  out  of  control  tomorrow.  Where  the  industry  had 
slower  ,c;ra» 7/)  during  1980,  it  could  face  a  decline  in  the  first 
half  of  1981,  "If  the  recession  doesn't  end  in  the  first  quarter," 
says  lohn  Welty,  who  heads  up  both  Mtnorola's  semiconductor 
group  and  the  Semiconductor  Industry  Association,  "you  could 
see  three  or  four  periods  of  overcapacity  and  price-cutting  in 
the  industry."  That  has  already  started  in  memory  compo- 
nents like  the  16K  RAM  chips,  able  to  store  16,000  bits  of 
information.  When  prices  collapsed  last  summer  many  manu- 
facturers, including  Intel,  stepped  back  from  the  market.  The 
same  could  happen  in  other  components. 

"During  a  recession,"  says  Anthony  Hamilton,  chairman  of 
Avnet,  the  U.S.'  largest  distributor  of  electronic  components, 
"managements  make  moves  they  regret  later  on."  He  worries 
less  about  inventories  today  than  he  does  about  shortages 
tomorrow.  So  does  Gordon  Moore,  CEO  of  Intel. 

So  far  prices  overall  are  more  stable  than  in  1974,  and  with 
luck  they'll  continue  to  hold.  There  are  hopes  in  the  industry 
that  Congress  will  pass  some  new  legislation  that  would  allow 
two-year  full  depreciation  instead  of  the  five  years  allowed 
now,  along  with  generous  tax  credits  for  increased  RikD  ex- 
penses. Though  electronics  is  one  of  the  U,S.'  few  remaining 
declining-cost  industries,  as  National's  Nesheim  says,  "You 
still  have  to  have  capital  to  spend,  and  the  proposed  legislation 
would  keep  it  flowing," — C^hristine  Miles 
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Will  deregulation  reverse  the  balance  between 
the  trunk  lines  and  the  regional  airlines? 


Airlines 


THE  RICH  ARE  GETTING  POORER  illld  thc  poor  arc  gCttlllj; 
richer:  That's  thc  airline  business  today.  Passenger  traf- 
fic was  down  107o  in  October,  4%  overall  last  year.  Thc 
trunk  lines — those  ten  majors  whose  routes  span  the  continent 
and  serve  85%  of  the  market — were  hardest  hit  of  all.  Their 
traffic  was  off  as  much  as  6%  because  of  the  recession.  Operat- 
ing costs  were  up  because  of  the  soaring  cost  of  fuel,  and  to  fill 
up  their  empty  scats  they  began  reaching  to  build  the  market 
with  cut-rate  fares.  Which,  in  turn,  sent  their  profits  reeling. 

But  the  short-haul  regional  carriers — USAir,  I'ledmont, 
Southwest  and  others — were  still  filling  their  seats.  The  trunks 
pulled  out  of  many  supposedly  higher-cost,  short-haul  markets 
such  as  Charleston,  W.Va.  and  Providence,  R.I.,  and  the  region- 
al carriers  took  up  the  slack.  Sometimes  less  competition 
meant  fewer  bargain  rates,  too.  When  Continental  pulled  out 
and  TWA  cut  back  on  flights  on  the  Chicago-Los  Angeles 
route,  American  and  United  raised  fares  sharply. 

Then,  too,  with  deregulation,  airlineexecutives  were  forced  to 
fall  back  on  their  own  resources,  and  the  results  have  been 
disheartening.  The  classic  strategic  mistake  involves  newcom- 
ers trying  to  price  their  way  into  the  competitors'  bread-and- 


butter  markets  and  starting  ruinous  price  wars.  Eastern  oftt 
the  first  cut-rate  transcontinental  flight,  causing  Amerit 
United  and  TWA  to  follow.  United  started  offering  discount: 
the  Chicago-Houston  ruii;  soon  Delta,  American  and  Branitt 
the  same.  Everybody  moved  into  the  New  York-Los  Ang' 
markets.  The  net  result  was  millions  of  dollars  in  losses  for 
"None  of  the  rules  of  the  game  apply  in  the  airline  indu; 
anymore.  The  haves  have  become  the  have-nots  and 
versa,"  says  transportation  analyst  Michael  Derchin  of  Opp 
heimer  &  Co.  The  ten  trunk  airlines  may  have  lost 
million  this  past  year  while  short-haul  regional  and  commi 
airlines  added  $125  million  to  their  combined  net  income 
no  generalization  is  really  airtight.  Among  the  trunks,  Deltl 
prospering;  among  the  regionals.  Republic  and  Ozark  arc  fall 
ing.  At  the  heart  of  the  changing  industry  is  deregulation- 
new  freedom  to  move  in  and  out  of  markets  at  will — and 
"hub-and-spoke"  systems  some  earners  are  building  or  ab 
doning.  An  airline  flies  passengers  from  small  cities  to  si 
major  hubs  as  Atlanta  or  Chicago,  where  they  arc  fed  intt) 
other  flights,  fanning  out  like  the  spokes  of  a  wheel.  Sd 
trunk  carriers  like  troubled  United  are  chipping  off  spokei 
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Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return 

Dn  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year  5-year 

profit 

5-year 

5-year 

5-year 

5-yea 

Company 

average 

rank 

months 

ratio 

months 

rank  average 

margin 

average 

rank 

average 

rank 

Emery  Air  Frcisht 

35.7% 

1 

28.8';„ 

0.1 

26.6"/;, 

1  34.4"!o 

3.7"',, 

19,4% 

4 

14,2% 

7 

Piedmont  Aviation 

22.8 

2 

18.7 

2.,? 

7.7 

5  8.7 

2.7 

17.6 

7 

19.4 

5 

Frontier  Airline.s 

22.8 

3 

17.9 

10 

10.4 

2  15.1 

4.2 

19.1 

5 

25.3 

4 

USAir 

22.2 

4 

29.5 

0.9 

13.8 

3  9.9 

5.6 

15.8 

9 

136.8 

1 

Delta  Air  Lines 

16.7 

5 

12.1 

0.1 

7.5 

4  9.1 

3,4 

16,4 

8 

13.9  . 

8 

Western  Air  Lines 

!4.0 

6 

del 

1.2 

def 

7  6.5 

def 

13,8 

12 

9.3 

9 

Tiger  International 

12.9 

7 

10.5 

2.3 

5.1 

8  5.8 

2.9 

21.5 

3 

8.0 

10 

Republic  Airlines 

11.9 

8 

del 

1.9 

def 

6  7.7 

def 

25.5 

2 

4.3 

12 

Eastern  Air  Lines 

10.6 

9 

del 

2.9 

1.2 

10  5.4 

def 

13,4 

14 

D-P 

American  Airlines 

8.7 

10 

del 

1.2 

def 

1 1           5  3 

def 

13,3 

15 

D-P 

UAL 

8.1 

11 

del 

0.9 

0.5 

14  4.1 

def 

12.9 

16 

15.7 

6 

Northwest  Airlines 

8.0 

12 

0,4 

0.1 

0.3 

9  5.5 

0.2 

13.9 

11 

7.1 

11 

Trans  World 

7.5 

13 

del 

2,0 

1.5 

12  4.5 

def 

14.8 

10 

D-P 

Continental  Airlines 

7.1 

14 

del 

1.3 

def 

13  4.4 

def 

13.8 

13 

26.3 

3 

Pan  .'Vm  World  .\irways 

6.4 

15 

def 

1.3 

def 

15  3.9 

def 

10.5 

17 

D-P 

Braniff  IntI 

del 

16 

dci 

3.3 

def 

16           3  4 

def 

18.1 

6 

P-D 

13 

Federal  Express 

29.4 

0.8 

18.4 

8,8 

59.0t 

1 

112. 2±t 

2 

Industry  medians 

11.3 

def 

1.2 

1.2 

5.7 

def 

15.8 

14.2 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note:  E.xplanaiion  of  Yardsticks  calculaiioiis  on  page  49. 

t  Four-year  growth.  XX  Three-year  growth.  P-D:  profit  to  deficit  D  C  deficit  to  profit;  not  ranked  def:  deficit. 
"Not  available;  not  ranked. 
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A  comparison  of  projections  from  treadwear  ratings  under  the  new 
Government  Uniform  Tire  Quality  Grading  System  for  Uniroyal's  Steeler  and 
the  tires  listed  in  the  chart  indicates  that  on  a  government-specified  course: 

To  say  Uniroyal 
beat  major  compention  is  a 
l&OOO  mile  umlerstatement 


ire; 


mi 


Vvfe'd  like  to  think  that  a  corporation's 
performance  is  irrevocably  tied  to  the  per- 
formance of  its  products. 

Given  that,  here's  a  performance  story 
that  even  somebody  who  has  never  bought  a 
tire  can  appreciate. 

The  U.S.  Department  of  Transportation 
recently  gave  the  public  a  yardstick  to  com- 
pare tires  by. 

Now,  each  tire  company  is  required  by 
law  to  grade  its  tires  in  three  areas.  Traction. 
Temperature  resistance.  And  treadwear. 

While  most  of  the  similarly-priced  steel- 
belted  radials  in  the  chart  fared  equally  well  in 
the  first  two  tests,  Uniroyal's  Steeler  ran 
away  with  the  treadwear  test. 
And  that's  no  overstatement. 
Fact  is,  when  you  translate  its  220  rating 
into  projected  miles  on  the  government 
course,  you  see  it  was  no  photo  finish. 

On  that  course,  the  mileage  projection 
for  the  Uniroyal  Steeler  is  66, 000  miles. 

15,000  miles  better  than  the  ratings 
the  comparable  Goodyear,  Goodrich, 
Firestone  and  General  tires  would  project. 

And  24, 000  miles  better  than  Michelin's 
rating  would  project. 

Obviously  these  mileage  projections 
(including  those  in  the  chart)  are  intended  for 
comparison  only.  People  will  probably  not 
achieve  these  results  because  actual  treadlife 
ill  vary  substantially  due  to  driving  habits, 
he  condition  of  the  vehicle,  and  in  many  sec- 
ions  of  the  country  road  conditions  and 
limate. 

But  what's  equally  obvious  is  that  when 
you  compare  the  ratings,  Uniroyal's  Steeler 
should  outlast  its  major  competitors  under 
comparable  conditions  of  consumer  use. 
With  the  help  of  our  new  grade -labeling 


MANUFACTURERS'  RATINGS* 

FOR  U.S.  GOVERNMENT 
QUALITY  GRADING  SYSTEM 

PROJECTION 
OF  MILEAGE  ON 
GOVERNMENT 

SPECIFIED 
TEST  COURSE 

Manufacturer/Tire: 

Traction  aiid 
Temperature 
Resistance 

Treadwear 

UNIRO\AL 
Steeler 

B/C 

220 

66,000 

GOODYEAR 
Custom  Polysteel 

B/C 

170 

51,000 

FIRESTONE 
721 

B/C 

170 

51,000 

GENERAL 
Dual  Steel  II 

B/C 

170 

51,000 

B.E  GOODRICH 
Life  Saver  XLM 

B/C 

170 

51,000 

MICHELIN 
XWW 

A/B 

140 

42,000 

Kdi  .1  111  1'  hiiDklet  on  f>rade-labeiing,  please  send  your  name  and  address  to: 
1             III,  ,  Tire  Advertising  Department,  Middlebury,  Connecticut  06749. 

Source:  U  S.  D.O.T  Report  dated  9/10/80. 
1©  1980  Uniroyal,  Inc. 

advertising  campaign,  the  Uniroyal  Steeler 
should  get  lots  of  mileage  in  the  marketplace 
out  of  this  conclusion. 

And  our  innovative  puncture-sealing 
Royal  Seal  tire  should  get  lots  of  mileage  out 
of  the  fact  that  only  one  year  after  its  intro- 
duction, it  is  offered  as  optional  equipment  on 
31  new  Ford  and  General  Motors  cars. 

And  the  corporation  should  get  lots  of 
mileage  out  of  both  of  these  tires. 


UNIROYAL 


chemical,  rubber  and  plastic  products  worldwide 


save  money,  a  move  questioned  by  other  air- 
line executives  and  analysts,  says  Dercliin. 
Some  regionals,  USAir,  for  example,  are  look- 
ing for  new  longer  routes  so  they  can  match 
the  hub-and-spoke  system  used  by  the  majors. 

As  the  trunks  and  the  smaller  anlines  vie  for 
market  shares,  the  distinctions  between  them 
will  become  blurred.  "Watch  for  the  smaller 
carriers  getting  larger  and  the  larger  carriers 
getting  smaller,"  says  Civil  Aeronautics  Board 
Chairman  Marvin  Cohen.  USAir  moving  out 
of  Pittsburgh  into  the  Southwest,  Piedmont 
expanding  from  the  Southeast  into  the  Soutli- 
west,  Frontier  growing  from  the  Rocky  Moun 
tain  region  into  the  Midwest  and  West  Coast 
all  illustrate  the  first  part  of  the  trend.  TWA 
and  Continental  retrenching  on  the  Chicago- 
Los  Angeles  route,  and  United  pulling  out  of 
the  Grand  Rapids-Chicago  route  illustrate  the  shrinking  of  the 
larger  airlines. 

In  part  it  is  a  matter  of  matching  equipment  to  route  struc- 
ture. "Carriers  without  wide-body  aircraft  are  in  a  better 
competitive  position.  It's  simply  a  case  where  smaller  may  be 
better  than  bigger,"  says  Edwin  Colodny,  chairman  of  the 
board  and  president  of  USAir,  formerly  Allegheny  Airlines. 


Ediviii  (jilixhiv  ()/  /  \  \/r 
Smaller  may  be  better. 


Conventional  aircraft  are  less  costly  to  opi 
and  more  adaptable  to  changing  traffic  ci. 
tions.  Which  is  why  it  may  be  easier  : 
regional  to  trade  up  than  a  trunk  to  cut  ha 
"I  call  these  regional  earners — USAir,  S( 
west  and  Frontier— the  emerging  gn 
stocks  of  the  Eighties,"  says  analyst  Derc 
predicting  USAir  will  grow  by  20%  for 
next  five  years. 

Next  year  may  be  better  for  all  the  can 
Says  Colodny:  "If  you  start  with  the  assi 
tion  that  the  economy  will  have  a  mc 
recovery,  you  can  expect  a  resumption  of 
fic  growth,  but  not  a  sharp  upturn,  u 
I0%."  Says  Cohen  of  the  CAB:  "Industry 
pie  arc  taking  a  look  at  who's  doing  well 
emulating  those  patterns:  low  costs,  quick 
narounds,  short-haul,  low-fare  service." 
But  the  skies  ahead  are  still  cloudy.  Even  if  revei 
recover  this  year,  another  oil-supply  crunch  could  send 
prices  soaring,  and  as  new  airlines  try  to  muzzle  into 
markets,  price  wars  could  develop,  even  along  short- 
routes,  including  those  in  USAir's  northeast  territory.  V 
exactly  is  ahead  is  unclear.  But  nothing  is  going  to  be  wh 
used  to  be. — Beth  Brophy 


Filling  the  slots 


Airplanes  don't  just  fly,  they  have  to  take  off  and  land,  and 
how  often  they  do  depends  on  the  number  of  slots  avail- 
able— the  number  of  landings  and  takeoffs  permitted  at  the 
nation's  most  congested  airports. 

With  deregulation,  everybody  wants  to  fly  the  good  routes 
and  land  at  the  most  convenient  fields.  But  that's  the  paradox 
of  deregulation:  Sometimes  there's  no  room  at  the  inn.  "We're 
trying  to  build  a  competitive  system  with  freedom  of  exit  and 
entry,"  says  CAB  Chairman  Marvin  Cohen.  "But  how  do  we 
get  the  airport  structure  to  accommodate  the  fluidity  of  air- 
lines gaining  and  dropping  markets'" 

The  "slot"  system  began  in  1969  when  the  Federal  Avi- 
ation Administration,  a  division  of  the  Department  of 
Transportation,  set  quotas  to  control  airspace  congestion  at 
four  ma)or  airports  in  New  York,  Chicago  and  Washington. 
Nowhere  is  the  slot  problem  more  severe  than  at  Washing- 
ton National,  which  has  only  40  commercial  slots  per  hour, 
r.s'  60  at  LaCuardia,  70  at  Kennedy  (80  per  hour  between  5 
p.m.  and  8  p.m.)  and  115  at  O'Hare.  Of  course,  adding  an 
extra  section  to  a  scheduled  flight  still  counts  as  only  one 
slot,  so  the  system  is  a  kind  ot  shell  game.  At  National, 
existing  airlines  want  to 
expand  their  slots  and 
new  airlines  want  in,  but 
the  nearby  residents  have 
insisted  on  less  noise, 
which  means  fewer  flights 
and  shorter  airport  operat- 
ing hours.  National  shuts 
down  at  11  p.m.  for  eight 
hours.  Residents  want  slot 
cutbacks,  in  fact,  and  the 
FA  A  is  so  worried  about 
offending  the  public  they 
may  get  them.  One  way  to 
get  more  slots  is  to  expand 
runways,  but  try  and  get 
folks  nearby  to  move. 

The  last  hassle  over 
slots  at  National  lasted 
months  when  Texas  Air 
proposed  a  new  cheapie 


Washington-New  York  route  to  compete  with  Eastern 
shuttle.  In  the  past,  airline  representatives  have  sat  down  i 
a  negotiating  table  twice  yearly  to  set  six-month  slot  schcL 
ules.  But  Texas  Air  wanted  20  slots  and  none  of  the  existin 
airlines  wanted  to  relinquish  any.  The  FAA,  owner  of  Wash 
ington  National,  made  the  decision.  Texas  Air  got  18- 
those  Texans  are  influential  in  Washington — trimmin 
landing  rights  from  the  other  airlines  and  opening  a  rout 
war  with  Eastern  (Forbes,  AV;r  2^,  19H()]. 

"There  has  been  tremendous  political  pressure  to  aceorr 
modate  the  Texan  airline  because  of  the  large  population  ( 
Boston,  New  York  and  Washington.  Plus  we  have  som 
Texans  lobbying,"  admitted  .Michael  Callaway,  airport  ac 
cess  coordinator  at  CAB. 

Squabbles  over  slots  may  get  worse  in  the  Northea? 
corridor.  "The  FAA  predicts  that  between  now  and  1990,  6 
more  airports  will  become  saturated  unless  new  runway 
are  built,"  adds  Callaway.  "We  think  it  limits  the  effective 
ness  of  deregulation  in  holding  down  ticket  prices  whe 
whoever  gets  landing  rights  is  thrown  into  a  monopoly  o 
oligopoly  situation." — B  B. 


Dock'!ii}>  (It  \\{ishin;^t(»i  Xat/uiia/  Aiipuri 

Travelers  want  to  land  at  close-in  airports,  but  neighbors  want  fewer flights. 
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When  you  want  to  concentrate  the 
ireceipts  of  all  your  canadian  outlets 
as  if  they  were  in  the  same  building) 


OUR  SOLUTION: 


If  you  do  business  in 
Canada,  and  you  need 
Cash  Management 
services  as  good  or  better  than 
you're  getting  at  home.  Bank  of 
Montreal  can  help. 

Our  FirstBank  Cash  Concen- 
trator Service,  for  example, 
concentrates  deposits  from  each 
of  your  Canadian  locations 
instantaneously -on  a  "real  time" 
basis.  Over  1100  on-line  Bank  ot 
Montreal  locations  across  the 
country  credit  deposits  to  your 
central  Canadian  account  as  they 
are  made  This  helps  keep  your 
company's  money  close  at  hand, 
immediately  available  to  you. 


^i  l  UNSURPASSED  SERVICES 

We  believe  Bank  of  Montreal 
customers  now  have  available  to 
them  Cash  Management  services 
unsurpassed  anywhere.  Some 
examples: 

Our  new  FirstBank  Consoli- 
dated Balance  Service,  which 


T 


OPEN 


CLOSE  : 


■  t 


provides  you  with  clear,  error- 
free  reports  on  all  your 
Current  Account  balances  at 
any  on-line  branch  nationwide. 

We  also  have  the  Money 
Desk,   lock  box  service, 
zero  balancing  and  many  other 
Cash  Management  tools  available 
to  meet  your  special  needs. 


Now,  when  you're  looking 
for  Cash  Management  services  in 
Canada  as  good  or  better  than 
you're  getting  at  home,  you  have 
our  credentials. 

THE  FIRST 
CANADIAN  BANK 

Bank  of  Montreal  wiis,  indeed, 
the  first  bank  established  in 
Canada,  in  1817.  And  the  first  to 
venture  outside  of  Canada,  to  the 
U.S.  and  England,  in  1818. 

But  to  us,  "first"  is  more  than  a 
date.  It's  an  attitude. 


The  Bank's 
first  ledger: 
Cash  Management 
is  as  old  as 
Canadian  business. 


We  intend  to  live  up  to  the  "first" 
in  The  First  Canadian  Bank, 
worldwide. 


If  II  probably  take  a  national  crisis  or  a  na- 
tional commitment  like  the  Apollo  program 
to  get  capital  spending  booming  again. 

Industrial 
equipment 


There's  no  need  to  remind  the  industrial  equipment 
companies  that  U.S.  industry  isn't  spending  anything 
like  enough  on  capital  goods.  They've  known  about  that 
for  years.  And  they  also  know  it'll  take  more  than  slogans  to 
replace  the  billions  of  dollars'  worth  of  obsolete  production 
machinery  still  in  place  throughout  the  U.S.  Billions  of  dollars 
and  probably  some  crying  necessity.  Companies  like  Ingersoll- 
Rand  and  Cooper  Industries,  which  serve  the  energy-producing 
oil,  gas  and  coal-mining  industries,  are  booming.  Aerospace 
orders  are  picking  up  in  response  to  fuel  prices,  noise  regula- 
tion and  a  new  generation  of  aircraft.  And  the  auto  industry's 
plans  to  spend  $80  billion  in  five  years  to  catch  up  with  import 
competition  are  propping  up  machine  tool  orders. 

But  a  good  portion  of  U.S.  industry  isn't  going  anywhere — 
like  the  construction  industry  (which  Wallace  Murray  and 
Amerace  supply)  and  farm 
equipment  (Deere,  Inter- 
national Harvester).  As 
Paine  Webber  Mitchell 
Hutchins  analyst  Eli  S. 
Lustgarten  points  out, 
more  than  two-thirds  of 
American  machine  tools 
are  now  over  10  years  old, 
one-third  are  over  20 
years  old  and,  in  the  aero- 
space industry,  fully  75% 
of  the  machine  tools  are 
over  10  years  old.  The  re- 
sult: lower  productivity 
and  efficiency  rates  rela- 
tive to  their  foreign  com- 
petition. Says  Lustgarten: 
"For  too  long,  we've  been 
living  off  the  good  deeds 
of  the  Sixties." 

But  the  harsh  fact  re- 
mains that  U.S.  industry 
is  ainning  at  only  78%  of 
capacity  because  of  the  re- 
cession, and  most  busi- 
nessmen can't  see  aggres- 
sively expanding  or  mod- 
ernizing unless  the 
market  is  there.  "Remem- 
ber," Lustgarten  says,  "we 
have  the  technology  right 
now  to  improve  overall  ef- 
ficiency and  productivity, 
but  no  matter  what  you  do 
to  improve  your  efficien- 
cy, if  your  customers 
aren't  buying  you  can't 
make  money  and  you've 
probably  increased  your 
leverage."    That's  what 
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Robot  dazzles  the  croivd  at  receiH  iiiach/iie  tool  shoii 
Its  main  selling  point  is  productivity. 


happened  to  Ingersoll-Rand,  which  invested  heavily  in 
plant  in  the  early  1970s  in  response  to  predictions  of  a  ma 
capital  spending  spree.  When  it  became  apparent  tha 
market  was  not  there,  IR's  profit  margin  took  a  beating. 

Despite  IR's  bitter  object  lesson  and  despite  softness  i 
semiconductor  and  small-press  printing  machinery  indu 
that  make  up  40%  of  Harris  Corp.'s  sales,  the  compa 
going  full  tilt  with  a  $500  million,  five-year  capital  spei 
program.  Warns  Harris  President  Jack  Hartley:  "What's 
ing  capital  investment  is  the  softness  in  sales,  and  that's  \ 
because  interest  rates  are  over  18%  right  now.  My  reacti 
that  IS  if  you  don't  invest  now,  you  are  going  to  have  an 
worse  problem  on  your  hands."  Hartley  thinks  that  inl 
rates  may  go  higher  and  that  companies  could  lose  even 
competitive  ground  for  lack  of  sufficient  productive  capai 

Take  the  machine 
industry,  for  exai 
After  1979,  when  th 
dustry's  aftertax  | 
margin  rose  to  6A"a, 
4.4%,  the  larger  mac 
tool  companies  saw 
order  backlogs  stretc 
from  under  a  year  to 
a  year  and  a  half.  \ 
foreign  toolmakers  1: 
to  take  over  the  busi 
companies  like  Ex-C 
and  Cincinnati  Mil; 
started  falling  over  t 
selves  to  add  cap; 
"It's  a  down-to-earth 
son,"  says  Laura  C 
liaro  with  Bache  in 
York.  "With  their 
times  getting  longer, 
were  losing  businej 
foreign  competitors. 
It's  easier  to  say,  ' 
we're  doing  this  bet 
of  the  reindustrializ 
of  America.'  "  The 
ket  share  gains  of  th 
eign  toolmakers  are 
tlmg.  Imports,  led  b' 
lapanese,  accounted 
some  22.6%  of  last  > 
sales — up  from  22.2' 
1979.  Yet  overseas, 
manufacturers  have 
hanging  on  with  or 
^.6%  market  share. 

One  of  the  prmcipa 
sons  for  the  foreign 
ducers'  greater  prodc 
ity  is  that  their  go 
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That  garbage  about  garbage 


If  the  customers  aren't 
buying,  there's  not  much 
the  equipment  manufac- 
turers can  do  about  it,  and 
that,  says  Michael  D. 
Dingman,  CEO  of  Wheel- 
abrator-Frye,  is  the  trou- 
ble with  what  is  potential- 
ly one  of  the  industry's 
hottest  markets — the  in- 
'Tfant  garbage-to-energy 
business.  The  customers 
aren't  really  buying.  "If  all 
"12.  the  jobs  that  were  publi- 
Hcized  in  various  papers 
really  were  jobs,"  Ding- 
man  says  wearily,  "the 
garbage-to-energy  busi- 
'^P^jiness  would  be  a  helluva 
H'4business.  But  most  of  it  is 
newspaper  puff."  Take, 
for  example,  the  recent 
announcement  that  Port- 
land, Ore.  had  entered 
into  a  25-year  contract  to 

ven  ■■ 


Michael  DiNgnuni,  CEO  of  Wheelcihnitor  Fiye 
Most  of  the  garbage  boom  is  newspaper  puff. 


supply  garbage  to  a  Publishers  Paper  mill  nearby.  "There  is 
no  garbage  up  there  yet,"  says  Dmgman.  "This  is  just  talk. 
It's  an  announcement  a  politician  gets  credit  for." 

There  are  a  number  of  major  companies  waiting  to  cash 
in  on  this  potentially  multibillion-doUar  industry:  Combus- 
tion Engineering,  Combustion  Equipment,  Waste  Manage- 
ment and  Occidental  Petroleum,  among  others.  But  so  far 
only  30  or  so  garbage-to-energy  plants  have  been  built, 
enough  to  absorb  only  5%  of  the  150  million  tons  of  recov- 
Ktc  erable  garbage  dumped  every  year  m  America.  There  are 


maybe  a  hundred  others 
on  the  drawing  board,  but 
the  fact  is,  even  if  enough 
were  in  place  to  absorb  all 
the  U.S.'  garbage  produc- 
tion, they  could  displace 
only  2%  of  the  nation's 
energy  requirements. 
Whatever  else,  garbage  is 
no  solution  to  the  U.S.' 
energy  problems. 

Besides,  the  equipment 
breaks  down  frequently. 
So  it's  hard  to  make  a  de- 
cent profit,  and  the  gar- 
bage supply  can  be  erratic. 
Dingman  says  Wheelabra- 
tor-Frye's  Saugus,  Mass. 
plant,  which  supplies 
steam  power  to  a  nearby 
GE  plant  in  Lynn,  will 
turn  a  profit  for  the  entire 
year,  but  only  because  all 
the  elements  finally  came 
together:  steady  supply  of 
garbage,  relatively  constant  energy  demand  and  WF's  spe- 
cially applied  European  technology. 

The  government,  through  the  DOE,  is  offering  construc- 
tion loan  guarantees  and  price-support  loans  to  encourage 
people  to  move,  but  Dingman  doubts  the  industry  will  take 
off  until  there's  is  no  alternative.  Says  he:  "When  the 
existing  garbage  dumps  get  closed,  which  is  easier  said  than 
done,  and  when  the  people  who  involve  themselves  decide 
to  truly  solve  the  problem,  then  facilities  like  ours  will  be  a 
welcome  addition  to  communities." — G  O. 


dustrial  equipment 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Production  equipment 

Briggs  &  Stratton 

23.8% 

1 

22.0% 

0.0 

21.4% 

1 

23.4% 

6.8% 

13.7% 

10 

12.3% 

13 

Sundstrand 

21.2 

2 

23.4 

0.4 

15.8 

9 

13.1 

8.5 

14.3 

9 

26.8 

4 

CBI  Industries 

20.6 

3 

19.3 

0.0 

15.8 

2 

16.8 

9.1 

7.4 

16 

12.4 

12 

(ohnson  Controls 

19.6 

4 

10.9 

0.4 

8.9 

3 

16.2 

3.5 

21.7 

1 

24.2 

6 

Ctnciiuati  Milacron 

19.4 

5 

31.2 

0.4 

21.3 

6 

13.3 

9.8 

11.9 

13 

41.3 

1 

Wallace-Murray 

18.4 

6 

16.5 

0.5 

12.2 

7 

13.3 

5.4 

12.5 

12 

24.7 

5 

Parker-Hannifin 

17.8 

7 

17.0 

0.4 

13.8 

5 

13.7 

5.4 

17.1 

3 

13.6 

11 

Harsco 

17.5 

8 

14.7 

0.2 

12.6 

4 

14.2 

4.7 

14.4 

8 

14.4 

10 

Eagle-Picher  Inds 

16.5 

9 

12.6 

0.3 

10.3 

10 

12.9 

4.6 

10.9 

15 

1 1.9 

14 

Midland-Ross 

16.1 

10 

17.8 

0.3 

13.4 

11 

12.1 

4.8 

13.5 

11 

19.7 

7 

Norton 

16.0 

11 

18.4 

0.2 

14.9 

8 

13.2 

6.6 

15.9 

4 

16.7 

9 

Ingersoll-Rand 

14,2 

12 

14.0 

0.4 

10.8 

12 

11.0 

5.2 

14.9 

6 

5.5 

15 

H  K  Porter 

14.2 

13 

12.4 

0.7 

9.2 

13 

10.8 

2.6 

14.8 

7 

28.6 

3 

Acme-Cleveland 

12.6 

14 

16.7 

0.5 

12.2 

14 

9.6 

4.2 

15.4 

5 

19.3 

8 

Chic  Pneumatic  Tool 

7.4 

15 

5.6 

0.5 

5.7 

15 

7.5 

1.9 

11.0 

14 

-5.1 

16 

Cross  &  Trecker 

*  * 

25.9 

0.1 

24.6 

9.2 

17.5t 

2 

33. 7t 

2 

Medians 

17.5 

16.9 

0.4 

13.0 

13.2 

5.3 

14.4 

18.0 

Note:  Explanation  of  Yardsticks  ealculatioas  on  page  49. 
tFour  year  gnjwth.    '*Not  available;  not  ranked. 
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The  all-alumiiitim 
beverage  can. 

developed  it.  But  you 
made  it  first. 


he  all-aluminum  can 
now  carries  well  over  half 
the  country's  beer  and  a  lot  of  its  soft  drinks.  It's 
the  fastest  growing  beverage  container  around. 
After  all,  the  aluminum  can  gets  around  a  lot  of  problems. 

Aluminum  cans  don't  break  like  bottles. 

They  do,  however,  chill  quickly,  stack  compactly,  travel  easily. 
And  an  empty  aluminum  can  weighs  about  one-twelfth  as  much 
as  a  twelve-ounce  bottle.  So  they  save  the  country's  energy  in 
shipping.  And  your  energy  carrying  them. 
And  their  metal  goes  on  practically  forever. 
Aluminum  cans  recycle.  Saving  95% 
of  the  energy  it  takes  to  make 
aluminum  from  ore. 

These  days,  aluminum  cans  even 
have  Stay-On-Tabs.  So  you  get 
more  to  recycle  and  less  to  litter. 

As  it  turns  out,  America's 
favorite  drink  container 
is  also  the  most  sensible. 
The  Reynolds  all-aluminum  can. 
Thanks  to  you  we  make  it. 


Conserving  our  resources  end  energy. 
Aluminum  con  and  F^eynolds  does. 


nts  do  more  to  encourage  capital  equipment  spending. 
Iiis  is  the  kind  of  competition  U.S.  industry  is  facing,"  says 
les  A.D.  Geier,  CEO  of  the  $800  milhon  (sales)  Cincmnati 
iacron.  He  goes  on  to  explain  the  lapanese  government's 
ssive  promotion  of  industrial  robots.  First,  the  government 

up  a  robot-leasing  company,  then  it  began  offering  low- 
srest  loans  to  small  and  medium-size  companies  that 
ight  the  robots.  In  addition,  robot  users  can  take  12.5%  of 

robot's  purchase  price  in  depreciation  the  first  year — on  top 
he  normal  liberal  depreciation  rate. 

■ut  Geier  goes  on:  "I've  been  trying  to  tell  everyone,  yeah, 
need  10-5-3,  or  whatever  numbers  that  come  up,  but  don't 
ak  that's  going  to  tum  everything  around.  It  won't."  Not  if 

market  and  the  rate  of  return  aren't  there.  Adds  Lustgar- 
:  "What  the  fast-depreciation  laws  and  tax  credits  are  trying 
do  is  to  help  the  businessman  calculate  the  return  on 
estment  that  justifies  the  expense.  But  that's  only  half  of 

equation  that  determines  whether  he  will  go  ahead  with 
ital  spending.  The  other  half  is  the  economic  environment, 
e's  looking  at  a  65%  operating  rate,  you  can  give  him  all  the 


tax  credits  you  want,  but  it's  not  going  to  help  much." 

Little  wonder  that  some  businesses  are  reluctant  to  spend  for 
machinery  that  will  sit  idle.  In  moments  of  crisis,  however, 
market  and  investment  criteria  go  out  the  window  as  compa- 
nies fight  to  survive.  That's  why  the  automakers  are  spending 
billions  for  sales  dollars  that  may  never  develop.  Says  Lustgar- 
ten:  "Government  policy  dictated  a  forced  change  for  the 
automakers,  but  it  was  the  consumer  who  bought  imports  and 
put  the  final  nails  in."  From  his  perspective,  the  market 
dominates  decisions  on  new  capital  investment. 

William  L.  Wearly,  recently  retired  CEO  and  chairman  of 
Ingersoll-Rand  Co.,  believes  the  U.S.  needs  a  more  abstract 
compulsion  to  set  off  any  rush  to  modernize  the  U.S.  industrial 
plant.  Now  that  the  decade  of  consumer  spending  is  over, 
Wearly  predicts  the  nation  will  rally  around  some  cause,  like  a 
massive  synfuels  program:  "A  synfuels  program  will  have  an 
enormous  impact  on  the  GNP.  Like  the  space  programs  of  the 
Sixties,  we  saw  only  a  few  rockets  going  up,  but  the  industry 
behind  it  was  huge.  If  we  don't  get  on  a  mission  like  that,  the 
revitalization  of  America  just  won't  happen." — Gerald  Odening 


:ndustrial  equipment 


fardsticks  of  management  performance 


Profitability 


Growth 


Return  on  equity 


Return  on  total  capital 


Sales 


Earnings 
per  share 


;:ompany 


5-year 
average 


5-year 
rank 


latest  debt/ 
12  equity 
months  ratio 


latest 
12 

months 


5-year 
rank 


5-year 
average 


net 

proKt 

margin 


S-year 
average 


5-year 
rank 


5-year 
average 


5-year 
rank 


Ipecialty  equipment,  materials 

Trinity  Industries 
!!ooper  Industries 
'oster  Wheeler 
ryler 
Unetek 


26.8% 

24.9 

23.1 

21.6 

21.1 


37.4% 

19.9 

23.3 

16.1 

18.7 


0.4 
0.4 
0.2 
0.9 
0.4 


28.0% 

13.5 

19.8 

10.8 

13.1 


20. 1% 

20.4 

18.9 

15.4 

16.5 


5.7% 

7.9 

3.4 

3.5 

5.4 


18.8% 

26.2 

15.1 

15.5 

12.0 


9 
3 
16 
12 

25 


24.1%  8 

27.4  3 

27.0  4 

16.4  15 

15.5  18 


Combustion  Engnmg 
ITaste  Management 
iarley 
Harris  Corp 
Tecumseh  Products 


20.8 
20.6 
20.4 
19.8 
18.5 


6 
7 
8 
9 

10 


32.6 
23.8 
15.6 
19.7 
14.9 


0.2 
0.4 
0.1 
0.4 
0.0 


12.2 
16.4 
15.4 
13.2 
15.0 


23 
20 

5 
11 

4 


12.3 
13.1 
17.8 
15.1 
18.5 


3.7 
9.6 
4.1 
6.1 

5.5 


12.4 
23.8 
20.9 
15.3 
9.8 


24 
4 

7 
13 
30 


20.7 
27.6 
25.5 
31.9 
13.1 


12 
2 
5 
1 

23 


iig  Three  Industries 

llinois  Tool  Works 

Vheelabrator-Frye 

^mhart 

texnord 


18.4 
18.2 
17.8 
17.6 
17.3 


11 
12 
13 
14 
15 


19.8 
17.9 
19.5 
13.9 
13.6 


0.3 
0.0 
0.3 
0.1 
0.3 


15.1 
17.4 
13.8 
12.0 
10.6 


12 
6 

16 
8 

15 


14.6 
17.8 
13.6 
16.3 

13.9 


13.0 
10.2 
4.7 
3.3 
4.6 


26.7 
13.4 
22.4 
36.6 
14.6 


2 
21 
5 
1 
17 


24.3 
13.8 
22.1 
16.3 
15.9 


7 
21 
10 
16 
17 


Itanadyne 
'urn  Industries 
)ennison  M(g 
leneral  Signal 
iignode 


17.3 
16.8 
16.0 
16.0 
15.7 


16  12.0 

17  16.7 

18  14.1 
18  16.5 
20  14.1 


0.2 
0.3 
0.2 
0.1 
0.1 


10.1 
12.6 
12.3 
15.5 
11.7 


10 
24 
17 
13 
21 


15.2 
11.9 
13.5 
14.4 
13.1 


3.6 
4.8 
4.8 
6.6 
5.7 


13.1 
6.9 
14.1 
22.0 
12.9 


22 
33 
19 
6 
23 


11.1 
20.8 
14.0 
18.1 
11.9 


26 
11 
20 
14 

25 


iobart 
'oxboro 

trowning-Ferris  Inds 
rimken 

''isher  Scientific 


15.0 
14.8 
14.4 
14.3 
14.3 


21 
22 
23 
24 

25 


14.9 
10.5 
17.4 
14.2 
16.2 


0.3 
0.1 
0.6 
0.0 
0.5 


12.2 
9.9 
11.0 
13.2 
12.1 


24 
19 
30 
18 

27 


11.9 
13.3 
9.2 
13.4 
10.9 


4.8 

5.5 
6.2 
7.5 
3.7 


11.5 
15.2 
11.2 
13.8 
15.3 


26 
15 
27 
20 
14 


7.5 
23.4 
12.2 
10.7 
25.4 


29 
9 
24 
27 
6 


'eabody  Intl 

itewart-Wamer 

ix-CeU-O 

Wery  International 


14.2 
14.1 
14.0 
13.4 


26 

27 
28 
29 


13.1 
11.6 
13.7 
14.0 


0.3 
0.0 
0.2 
0.5 


11.1 
11.4 

11.7 
10.0 


26 
14 

22 
29 


11.7 
13.9 
12.8 
9.9 


3.8 
5.6 
4.9 
3.5 


20.6 
7.6 
15.6 
16.2 


8 
32 
11 
10 


15.4 
9.4 
18.9 
13.5 


19 
28 
13 
22 


I  kmerace 
/    JMC  Industries 
linvirotech 
ieneral  Refractories 


12.7 
12.1 
1.8 
def 


30 
31 
32 
33 


11.4 

10.2 
def 

1.5 


0.5 
0.6 

0.2 

0.6 


7.4 
7.8 
def 
3.3 


31 
28 
32 
33 


8.0 
10.3 
2.6 
1.9 


3.2 
2.8 
def 
0.3 


8.4 
10.1 
14.2 
10.9 


31 
29 
18 
28 


3.5 
3.2 
-26.4 
P-D 


30 
31 
32 
33 


Medians 


16.8 


14.9 


0.3 


ndustry  medians 


17.1 


16.1 


0.3 


12.2 


13.5 


4.8 


14.6 


15.9 


12.2 


13.3 


4.8 


14.4 


16.3 


I  111  industry  medians 


15.8 


16.1 


0.4 


11.0 


11. 


5.0 


14.3 


13.9 


Note:  Explanation  of  Yardsticks  calculations  on  page  49 
def:  deficit.    P-D:  profit  to  deficit. 
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Sometimes  they're  up,  sometimes  they^re  down, 
but  these  businesses  are  always  cyclical. 

Construction, 
mining,  transport 
equipment 


CYCLiCALiTY  IS  THE  KIND  OF  BUSINESS  thesc  Companies 
know  best,"  says  one  construction  equipment  analyst. 
"They  are  particularly  good  at  hanging  on  m  the 
troughs.  They've  had  a  lot  of  practice  at  it." 

These  days,  most  of  the  heavy  equipment  producers — bull- 
dozer, continuous  miner  and  freight-carmakers  alike — have 
had  to  marshall  all  the  experience  they  have  to  keep  on 
hanging  in  there.  The  cycle  has  turned  down,  and  there's  not 
much  anybody  can  do  about  it,  not  advertising  on  television  or 
cents-off  coupons  or  even  discount  pricing.  All  they  can  really 
do  is  wait — for  the  eventual  and  inevitable  upturn. 

Take  the  rail  equipment  makers.  In  1978  and  1979,  the  sky 
was  the  limit  on  new  railcar  orders.  Ever>'body  bought  them: 
railroads,  shippers,  your  friendly  neighborhood  doctor  and  den- 


tist. In  fact,  third-party  buyers  (investors,  who  leased  their  i 
to  railroads)  and  shippers  were  responsible  for  upwards  of  4 
of  1979's  29,000  new  boxcars.  And  why  not?  Until  early 
investors  earned  inflated  rents  on  top  of  a  10%  investmenti 
credit. 

Then,  with  the  recession  and  a  1007<)  oversupply  of  boxc 
the  bottom  fell  out.  Railroads  had  only  enough  business  to 
their  own,  so  they  happily  retired  the  third-party  cars  ano 
the  process  saved  the  sky-high  per  diem  charges,  milt 
charges  and  extra  September-through-February  hourly  chai 
they  had  willingly  paid  during  the  car  shortage.  New  bo> 
orders  plunged  an  estimated  90%  last  year;  nonrailroad-bu5 
ordered  only  41  cars  through  September;  and  between  Ma 
and  August  only  85  boxcars  were  ordered  nationally.  Tl 


Construction,  mining,  transport  equipment 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

Company 

5-year 
average 

latest 
5-year  12 
rank  months 

debt/ 

equity 

ratio 

latest 
12 

months 

5-year  5-year 
rank  average 

net 

profit 

margin 

5-year 
average 

5-year 
rank 

5-year 
average 

5-yei 
rank 

Construction,  materials  handling 

Hyster 

21.1% 

1 

16.3% 

0.2 

14.1% 

1 

17.0% 

7.1% 

13.7% 

3 

27.6% 

1 

Caterpillat  Tractor 

20.1 

2 

14.6 

0.3 

11.8 

2 

15.0 

5.7 

14.6 

2 

13.9 

2 

Clark  Equipment 

15.3 

3 

10.0 

0.2 

8.4 

3 

11.7 

3.7 

6.0 

6 

11.2 

5 

Amer  Hoist  &  Derrick 

14.4 

4 

13.4 

0.6 

9.6 

4 

9.9 

3.9 

11.3 

5 

12.4 

4 

Pettibone 

12.2 

5 

8.8 

1.1 

6.6 

5 

8.9 

2.5 

12.6 

4 

13.0 

3 

Hamischfeger 

8.7 

6 

2.8 

0.9 

3.7 

6 

6.5 

0.7 

17.3 

1 

-1.5 

6 

Medians 

14.9 

11.7 

0.5 

9.0 

10.8 

3.8 

13.2 

12.7 

Mining  and  drilling  equipment 

Baker  International 

23.6% 

1 

24.2% 

0.5 

17.3% 

3 

16.7% 

9.0% 

35.4% 

1 

28.2% 

1 

Geosource 

23.5 

2 

27.4 

0.4 

21.2 

1 

19.8 

7.4 

24.4t 

3 

27. 5t 

2 

Cameron  Iron  Works 

21.9 

3 

22.3 

0.3 

16.1 

7 

14.1 

11. 1 

19.7 

6 

25.7 

3 

Smith  International 

21.2 

4 

20.8 

04 

15.9 

2 

17.5 

10.2 

23.7 

4 

24.2 

5 

Dresser  Industries 

19.8 

5 

17.7 

0.3 

14.8 

4 

15.7 

6.4 

19.7 

5 

19.8 

6 

Bucyrus-Erie 

18.2 

6 

13.9 

0.3 

11.4 

6 

14.2 

9.5 

17.9 

7 

19.4 

7 

Hughes  Tool 

18.0 

7 

20.7 

0.4 

15.2 

5 

15.3 

10.6 

31.5 

2 

24.4 

4 

Joy  Manufacturing 

15.0 

8 

15.1 

0.2 

12.7 

8 

13.0 

6.4 

14.4 

8 

15.7 

3 

Medians 

20.5 

20.8 

0.4 

15.6 

15.5 

9.3 

21.7 

24.3 

Rail  equipment 

Amsted  Industries 

21.1% 

1 

23.2% 

0.0 

22.6% 

1 

20.6% 

7.8% 

12.8% 

3 

23.6% 

1 

Trans  Union 

18.0 

2 

20.7 

1.6 

6.6 

3 

6.9 

6.4 

17.3 

1 

12.3 

2 

ACF  Industries 

14.4 

3 

16.6 

0.6 

8.7 

2 

7.9 

5.8 

13.3 

2 

11.8 

3 

GATX 

10.1 

4 

13.3 

1.3 

5.5 

4 

4.8 

6.7 

9.3 

4 

^.7  ' 

4 

Medians 

16.2 

18.7 

1.0 

7.7 

7.4 

6.6 

13.1 

12.1 

Industry  medians 

18.1 

16.5 

0.4 

12.3 

14.2 

6.6 

16.0 

17.6 

All  industry  medians 

15.8 

16.1 

■ 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note;  Explanation  of  Yardsticks  calculations  on  page  49 
tFour-year  growth 
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To  all  the  financial  experts 
who  predicted  Delta  would 
have  a  good  year  in 1980, 

You  were  right. 


Good  is  an  understatement. 
Delta  had  the  most  profitable 
airline  operation  in  the  world 
in  1980.  Here  are  some  rea- 
sons why. 

We  have  the  right  people. 

Delta  is  known  as  the  airline 
run  by  professionals.  With 
good  reason.  Delta  people 
know  their  jobs  and  love  their 
work.  And  you've  got  to  be 
someone  special  to  work  for 
Delta.  For  example,  every 
Delta  Flight  Attendant  has  to 
win  out  over  249  other  job 
applicants. 


We  have  the  right  schedules. 

Delta  jets  take  off  over  1500 
times  a  day  to  over  90  cities  in 
the  U.S.  and  abroad.  We  serve 
major  business  centers  like 
New  York,  Chicago,  Los 
Angeles,  Atlanta,  Dallas/ 
Ft. Worth  and  many  others 
coast-to-coast.  Chances  are. 
there's  a  Delta  jet  going  where 
you  want,  when  you  want. 
We  have  the  right  equipment. 
Delta  has  one  of  the  newest  jet 
fleets  in  the  world.  Wide-Ride 
Lockheed  L-101 1  TriStars  and 
Boeing  727s  with  Wide-Ride 
cabins.  And  Delta  recently 
placed  a  $3  billion  order  for 
the  Boeing  757— the  largest 
commitment  of  capital  ever 
made  by  any  company  any- 
where. Prior  to  that.  Delta  had 


placed  a  SIVS  billion  order  for 
the  Boeing  767.  That's  how  we 
keep  Delta's  jet  fleet  one  of 
the  newest  in  the  world. 
We  have  the  right  people. 
It's  worth  repeating.  Because 
it's  Delta  people  that  have 
made  us  the  most  successful 
airline  in  aviation  history. 

Next  trip,  call  Delta.  After 
all,  a  successful  flight  is  the 
beginning  of  a  successful  busi- 
ness trip. 

Delta  is  ready 
when  you  are* 


orders  of  all  types  of  railcars  (boxears,  covered  hoppers,  tank 
ears,  etc.)  dropped  64%,  back  to  pre- 1977  levels. 

One  victim  of  the  18U-degree  market  turn:.  Chicago-based 
Pullman,  Inc.,  the  largest  U.S.  maker  of  freight  cars.  As  a 
result  of  1980  freight  car  losses  and  a  $50  million  pretax 
writeoff  from  its  Swindell  construction  division,  Pullman 
posted  a  loss  last  year.  Pullman's  stock  fell  well  below  book, 
marking  the  company  as  an  acquisition  target,  and  ].  Ray 
McDermott,  Inc.  moved  in  for  the  kill.  Wheelabrator-Frye 
won  the  ensuing  bidding  war,  of  course,  picking  up  Pullman 
for  what  was  still  a  bargain-priced  $52.50  per  share,  )ust  over 
book.  But  the  last,  the  oldest  and  the  greatest  of  the  freight 
car  builders  was  no  more. 

Is  there  a  way  to  profit  in  this  determinedly  cyclical  busi- 
ness? Absolutely:  by  leasing  out  railcars.  Trans  Union  Corp., 
founded  by  lohn  D.  Rockefeller  to  carry  the  oil  trust's  oil  and 
now  one  of  the  nation's  two  largest  tank-car  makers,  leases 
90%  of  its  output.  In  a  boom-and-bust  industry,  says  Trans 
Union  Executive  Vice  President  Donald  B  Romans,  "it's  reas- 
suring to  know  on  jan.  2  where  85%  of  your  profits  are  coming 
from."  Trans  Union,  too,  is  facing  merger.  It's  in  the  throes  of 
deciding  between  Pritzker-controlled  Marmon  Corp.  and  other 
bidders. 

GATX,  with  a  larger  leased  fleet  than  Trans  Union  (62,400 
I'S.  60,000),  will  move  through  the  recession  unscathed,  sales  up 
10%  to  15%.  GATX  does  have  one  activity  that  sets  it  profit- 
ably above  Trans  Union  and  all  the  other  rail  equipment 
companies — its  storage  tanks,  leased  primarily  for  holding 
petroleum  products.  Still,  GATX  has  maintained  railcar  orders, 
production  and  backlog  when  the  other  sales-oriented  compa- 
nies have  failed  to  do  so.  Even  Amsted,  principally  a  parts 
supplier  to  the  industry,  suffered  a  fourth-quarter  earnings 


decline  of  some  39%  last  year;  analysts  predict  1981  earnj 
will  be  down  20%  to  25%. 

When  will  the  rest  of  the  railroad  equipment  industry  j 
up  steam;  Don't  look  for  significant  improvement  before  M 
The  1978-79  oversupply  has  yet  to  be  worked  off;  and,  si 
rail  equipment  companies  lag  the  recession,  incoming  ori 
will  be  slow  to  improve.  If  the  economy  picks  up  this  > 
companies  with  large  railroad  equipment  segments  will  p 
ably  pick  up  next  year. 

The  same  goes  for  construction  equipment,  where  unit  s 
are  down,  and  at  least  one-third  of  sales  are  now  made  toi 
coal  mining  and  oil  drilling  industries.  Unit  sales  at  $8  bil 
(sales)  Caterpillar,  for  example,  fell  by  approximately  8% 
year.  "The  lack  of  purchasing  in  the  coal  industry  and 
highway  construction  (see  box]  affected  sales  of  our  l;ii 
machines,"  explains  E.C.  Chapman,  Caterpillar  executive 
president.  Does  he  see  an  improving  picture  in  1981!'  '\ 
knows;  This  is  the  year  that  everyone  sits  and  watch 
answers  Chapman.  They've  had  lots  of  experience  doing  t 
and  they  can  do  so  in  the  confidence  that  the  upturn 
eventually  end.  After  all,  U.S.  construction  equipment  : 
enjoys  a  reputation  that  U.S.  autos  used  to  have:  Ameru 
made  means  quality. 

In  sharp  contrast,  the  oil  equipment  business  has  nt 
looked  better.  The  U.S.  count  of  oil  rigs  ballooned  from  2, 
in  1979  to  2,900  last  year;  and  analysts  predict  3,250  rigs 
be  in  use  this  year.  As  a  result,  earnings  at  Hughes  Too\  v 
up  30%  last  year,  while  Baker  International  was  selling  a 
times  earnings.  It  took  time,  but  for  the  oil  equipment  ma 
the  cyclical  upswing  is  long  overdue.  Between  1956  and  1' 
drilling  activity  declined  as  steadily  as  it  has  been  on 
upswing  in  the  last  eight  years. — Lisa  Gross 


Counterbalances 


For  two  years  now,  com- 
muters on  Chicago's 
Edens  Expressway  have 
learned  to  hate  what  is 
one  company's  salvation: 
a  big  green  machine  called 
the  Dynaplane.  Made  by 
$227  million  (sales)  Bar- 
ber-Greene Co.  of  Aurora, 
111.,  the  Dynaplane  recy- 
cles the  asphalt  on  a  road 
being  resurfaced.  Without 
it,  the  inconvenience  to 
Edens  Expressway  users 
would  have  been  no  less. 
But  the  cost  of  the  project 
would  have  been  as  much 
as  30%  over  its  $2  billioji 
price  tag,  and  Barber- 
Greene  would  have  been 
in  more  trouble  than  it  al- 
ready is. 

Barber-Greene     is  in   

many  ways  typical  of  the  U.S.  heavy  equipment  makers.  It's 
inordinately  vulnerable  to  outside  forces  that  shape  the 
industry's  boom  or  bust  cycles  and,  of  necessity,  it  learned 
to  roll  with  the  punches.  The  latest  blow  came  early  last 
spring  at  the  start  of  the  road-building  season,  when  the 
Carter  Administration  suddenly  froze  $1.4  billion  in  federal 
highway  funds  to  take  inventory.  The  freeze  lasted  until 
August,  and  it  hurt.  Construction  Machinery  Group  sales 
were  off  13%  for  the  year  to  $130  million,  corporate  earn- 
ings, down  38%. 

Ever  since  the  1973  oil  embargo,  Barber-Greene  has  been 
pulling  back  from  the  increasingly  unreliable  road  construc- 


Harher-Creene's  DyncipliDiv 

Recycling  asphalt  for  30%  road-repair  savings. 


tion  field  that  now  yield 
only  57%  of  its  sales,  is 
65%  in  1974.  It  did  s. 
mainly  by  developing  nev 
road-repair  equipmeii 
like  the  Dynaplane.  Pre 
embargo,  road  repair  ac 
counted  for  15%  of  high 
way  spending;  now  th 
figure  is  40%. 

Around  the  same  time 
CEO  Anthony  S.  Greent. 
55,  son  of  one  of  th 
founders,  was  also  cuttin 
his  commitment  to  con 
struetion  equipment  b 
building  a  presence  ii 
mining  equipment.  A 
soon  as  the  compan 
emerged  from  the  1974-7 
recession  it  bought  Mm 
Smelter  Co.  of  Den 
ver  for  a  rock-botton 
$800,000.  In  1978  it  paid  $5.6  million  in  stock  and  cash  fo 
Daffin  Mobile  Products  of  Lancaster,  Penna.,  a  maker  c 
concrete  mixing  equipment.  "We're  still  in  the  infanc 
stage  of  entering  the  mining  field,"  says  Greene.  "It'll  b 
about  15%  of  our  1981  business.  But  mining  equipmcn 
sales  grew  20%  last  year,  which  looks  especially  good  com 
pared  with  our  sales  decline  in  construction  equipment." 

Tony  Greene  would  also  love  to  hear  from  anyone  in  nce< 
of  a  subway  tunneler.  He  lUSt  happens  to  have  one  on  hand 
built  for  the  now-defunct  Tehran  Metro  Authority.  They  di, 
a  clean  36-foot  hole,  and  you  can  have  them  at  a  bargan 
price. — L.G. 
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e  Shortest  INstaiusi 
Between 200 Fnnts 


Beach  more  ES-inaikets 
betterfrmnlkaiiiessee. 

Three -fourths  of  all  major  U.S.  markets 
are  within  500  miles  of  our  door. 

Thus  Tennessee  is  in  the  mainstream 
of  modern  North-South  business  activity 
and  population  shift  with  a  criss-crossing 
of  five  major  interstates,  plus  extensive 
air,  rail  and  water  systems. 

Tennessee  has  many  strong  points : 
O  Energy  independence  with  an  abun  - 
dance  of  coal  and  increasing  T  VA  nu- 
clear capability,  O  Right-^^^^to-Work 
laws  and  a  skilled      jHHI^  labor 
force,  O  State-funded  f^'^^^ 
industrial  ^^^^ 


training,  supported  by  a  widespread  vo- 
cational and  university  educational  sys- 
tem, O  Brand  new  industrial  tax  incentives 
to  go  along  with  a  reasonable  tax  structure 
and  no  personal  income  tax,  O  Revenue 
bond  financing  and  other  financial  aids. 

There's  more . . .  Natural  beauty,  cul- 
tural opportunities  and  a  climate  that 
offers  Sun  Belt  advantages  without  ex- 
tremes, and  many  more  things  you  just 
have  to  see  for  yourself . 

For  more  information,  write  John 
Murphy,  Marketing  Director,  Box  121, 
Department  of  Economic  and  Commun- 
ity Development,  Nashville,  TN  37219, 
1-800-251-8594.  ^ 


Tennessee 

The  riaht  state  at  the  riaht  time. 


Soaring  interest  rates  have  slowed  the  con- 
glomerate movement  to  a  walk.  But  the  im- 
pulse to  conglomerate  still  remains. 


Conglomerates 


I THINK  THE  OLD  CONCEPT  OF  BUYING  COMPANIES  tO  im- 
prove earnings  per  share  was  a  bad  idea  when  it  started  and 
I  think  it  is  an  even  worse  idea  today,"  says  Ralph  Schcy, 
chief  executive  officer  of  $700  milhon  Scott  &  Fetzer. 

But  isn't  that  conglomerate  blasphemy?  Isn't  the  whole  idea 
of  conglomerating  aimed  at  improving  your  earnings?  Certain- 
ly, at  one  time  it  seemed  to  be.  But  what  Schey  is  really  railing 
against  is  firms  taking  over  other  firms  exclusively  because  of 
the  impact  their  acquisition  may  have  on  reported  earnings. 
That  style  of  play  pretty  much  died  out  with  the  stock  market 
boom  of  the  Sixties. 

Schey,  whose  company  owns  World  Book  Encyclopedias  and 
Kirby  vacuum  cleaners,  among  other  things,  is  representative 
of  a  new  breed  of  conglomerators.  These  are  men  with  compa- 
nies like  TRW,  Signal  Cos.  and  Whittaker  Corp.  who  have 
gotten  away  from  the  idea  of  growth  for  growth's  sake  and 
returned  to  something  like  the  first  principles  of  conglomera- 
tion. They  make  what  Schey  calls  "strategic"  acquisitions,  as 
opposed  to  the  basement-shopping  "economic"  acquisitions. 
Naturally,  the  cliches  still  pop  up  when  you  talk  to  men  like 
Schey.  Words  like  countercyclicality,  risk-spreading  and 
even — that  Ghost  of  Christmas  Past — synergy.  The  difference 
IS  that  the  new  school  really  tries  to  practice  these  handy 
maxims,  instead  of  just  talking  about  them. 

The  theory,  after  all,  never  was  called  into  question.  Only  the 
practice.  The  best  of  the  conglomerators— companies  like  Tex- 
tron and  TRW— were  basically  asset  managers.  They  shaped 
and  reshaped  their  portfolios  of  businesses  according  to  some 
preestablished  pattern  to  yield  the  maximum  return  on  invest- 
ment. Where  they  went  wrong  was  that  in  improving  their 
retum  the  conglomerators  discovered  they  inevitably  improved 
their  earnings,  and  the  result  was  that  for  many  companies  the 
emphasis  shifted  from  managing  assets  to  managing  earnings. 
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and  the  fat  was  in  the  fire.  The  go-go  era  was  at  hand. 

Says  Tex  Thornton  of  Litton,  the  $4  billion  conglom 
that  was  one  of  the  pioneers  of  the  form  and  now  g 
primarily  through  internal  spending,  "People  paint  all 
glomerates  with  a  broad  brush.  But  the  good  ones  are  i 
that  take  the  technology  they've  got  and  make  acquisi 
which  augment  that  technology.  That's  entirely  different 
those  firms  that  just  buy  and  sell  companies  without  a  pi 

Actually,  when  Thornton  talks  about  augmenting  tech: 
gy,  you  can  sense  that  he's  skirting  the  word.s;i7/fc>r^)'.  "Wei 
started  the  use  of  that  word.  And  then  other  people  st 
using  it.  But  they  didn't  use  it  right.  So  it  fell  into  disfavo 
now  we've  stopped  using  it.  But  the  truth  is,"  he  says,  his  ' 
dropping  to  a  mock  whisper,  "that's  the  way  conglome 
can  work — with  synergy." 

Thornton  and  Schey  both  stress  the  fact  that  this  thee 
two  plus  two  equaling  more  than  four  can  only  work  wher 
carefully  pick  the  twos  you  are  adding  together — somel 
Litton  Itself  learned  from  bitter  experience.  But  acquisitio 
any  kind  can  be  expensive  these  days,  especially  with  sky 
interest  rates  and  fairly  low  stock  market  multiples.  But 
doesn't  deter  Schey:  "People  will  always  come  up  with  ur 
ways  to  handle  the  financing,"  he  says,  "if  financing  i 
only  barrier  to  something." 

In  fact,  Schey  argues  that  high  interest  rates  aren't  tht 
obstacle  to  making  acquisitions.  He  says,  "In  my  judgmen 
length  of  time  for  which  you  can  borrow  at  fixed  rates 
more  significant  problem  than  the  fixed  rate  that  you  v. 
pay  to  borrow  it  today.  You  know,  it's  difficult  to  bo 
money  today  at  a  fixed  rate  beyond  ten  years." 

With  money  so  expensive  and  hard  to  find,  a  numb 
firms  have  chosen  to  get  capital  the  way  conglomerates  al 
have  in  the  past — by  selling  off  bits  and  pieces  of  themseb 
but  less  from  desperation  than  long-term  design.  In  just  thi 
year  Ogden  Corp.,  ITT  and  Textron  have  sold  off  signit 
subsidiaries,  and  they're  just  the  start  of  the  list.  Not  only 
this  bring  in  badly  needed  cash  for  acquisition,  but  it  can 
be  used  to  eliminate  mistakes  made  in  the  past. 

Explains  Royal  Little,  creator  of  Textron  and  the  grani 
man  of  conglomerating,  "During  the  1960s,  conglome 
tended  to  buy  too  many  small  companies.  They  bought 
dreds  of  small  companies — not  real  growth  companies — w 
they  are  now  selling  off,  concentrating  on  bigger  thi; 
Bigger  acquisitions,  of  course,  have  a  bigger  impact  anc 
really  affect  the  shape  of  a  company.  Witness  United  Tecl 
ogies'  acquisitions  in  recent  years. 

Adds  Schey,  "When  I  look  at  Gould's  efforts  to  spin  off 
mechancial  products  business,  which  has  probably  a  5-t 
multiple,  to  acquire  electronics  companies  that  have 
multiple,  that's  clearly  part  of  a  deliberate  corporate  strati 
These  spinoffs  are  often  not  losers.  "You'll  find  a  lot  of 
things  being  sold,  too,"  says  Schey.  After  all,  if  it's  capita 
need,  the  more  valuable  the  property  is,  the  higher  the 
it's  likely  to  yield. 

Schey  argues  that  this  movement  to  deconglomerate 
purchase  strategically  selected  companies  is  part  of  a  t 
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NONE  OF  HIS  INVENTIONS 
HAD  THE  DOLLAR  IMPACT  OF 
FINANCIAL  FUTURES. 


Invented  5  years  ago  by  the 
Chicago  Board  of  Trade. 

First  GNMA  Futures.  Then,  2  years  later, 
Treasury  Bond  Futures.  *So  far,  over 
11,000,000  Financial  Futures  contracts  have 
been  traded.  Unprecedented  growth. 

With  this  new  trading  vehicle  a  financial 
institution  could  protect  against  an  unfavor- 
able interest  rate  move;  the  same  way  those 
in  agriculture  could  protect  against  an  un- 
favorable commodity  price  move. 

At  the  same  time,  vast  new  opportu- 
nities were  opened  for  the  knowledgeable 
speculator  with  venture  capital.  If  interest 
rates  moved  his  way,  just  a  small  shift  could 


mean  large  profits.  And  if  he  was  wrong,  our 
high  volume  of  trading  (liquidity)  helped  him 
get  out  quickly. 

Such  opportunity,  combined  with  the 
experience  and  reputation  of  the  world's 
leading  and  largest  Financial  Futures 
exchange,  explains  the  success  of  our 
new  contracts. 

Perhaps  you  should  learn  more. 

*Futures  contracts  in  U.S.  Government 
debt  are  not  obligations  of  the  U.S.  Treasury 
Department. 

For  our  information  package  Call  800/621-4641 . 

in  Illinois  800/572-4217.  Ask  your  broker. 
Or  write  to  our  Marketing  Department. 


§1  Chicago  Board  of  Trade 

141  W.  Jackson  Blvd  ,  Chicago,  IL  60604 


historical  flow  which  all — or  most — conglomerates  go  through. 
"In  the  beginning,"  he  says,  "they  expand  very  rapidly.  It's  like 
being  at  an  auction.  You  tend  to  buy  things  you  might  other- 
wise not  have  bought.  You  sure  as  hell  wouldn't  have  bought 
them  if  you  weren't  there  and  now  that  you've  got  them,  you 
have  to  do  something  with  them. 

"In  the  second  phase,  you  weed  out  a  lot  of  things.  You  get 
rid  of  the  things  that  don't  fit  in. 

"In  the  third  phase,"  he  goes  on,  "you  have  got  a  hew  base 
from  which  you  reestablish  the  company  and  try  to  fit  things 
together  more  clearly."  Schey's  own  company  seems  to  be 


Hearing  the  end  of  that  second  phase  at  this  point,  he  4 
"We've  gone  through  a  process  of  going  from  31  businesstj 
16  businesses  and  we'll  probably  go  to  12  businesses  be 
we're  through.  The  process  of  consolidation  and  rebuilt 
takes  a  long  time." 

There's  a  fourth  stage  as  well.  Through  changed  circi 
stances— a  new  financial  climate,  a  new  management— 
impulse  to  acquire,  to  actively  conglomerate,  fades.  The  c 
pany  settles  back  into  a  conventional  stance  as  a  diversi 
company,  as  many  of  the  conglomerates  of  the  late  Fifties 
Sixties  did  long  ago. — Richard  Greene  with  Thomas  Baker 
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Yardsticks  of  management  performance 
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Note:  Explanation  of  Yardsticles  calculations  on  page  49. 

ttThree-year  average.  tFoiir -year  growth  ttThree-year  growth.  P  D:  profit  to  deficit  D  P:  deficit  to  profit;  not  ranked 
def:  deficit.    "Not  available;  not  ranked. 
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multi-industry  companies  have  generally 
i  ?n  good  at  managing  capital.  The  way  the 
ihties  look,  they^  had  better  be. 


iicnt- 

iivtrs 
Fittii 


Multi-industry 
companies 


—  Wo  DOUBT  ABOUT  IT,"  says  Jamcs  A.  Searles,  vice  presi- 

—  I  dent  and  controller  at  St.  Paul,  Minn.'s  3M  Corp.  "More 
I  than  ever  in  the  1980s,  multicompany  managements 
have  to  address  themselves  to  earning  a  veiy  satisfactory 
m  on  capital  from  their  husinesses.  If  they  don't,  it's  going 
ost  them  15%  to  20%  to  buy  capital  to  support  their 
nesses,  so  they  had  better  be  damn  sure  they  can  earn  a 

e  ,ij  er  return  on  that  money." 

r  the  multi-industry  companies,  it's  sort  of  a  return  to 
principles.  It  was  this  concern  with  the  efficient  use  of 
al  that  provoked  many  of  them  to  diversify  in  the  first 
; — in  the  hope  of  maximizing  their  long-term  returns, 
it's  what  has  ever  after  enabled  them  to  control  the 
2i^asing  spread  of  their  operations.  But  what  in  the  past 
a  matter  of  corporate  style  has  these  days  become  a 
er  of  corporate  necessity. 

me  multicompanies — 3M  and  General  Electric,  for  exam- 
have  made  capital  allocation  a  way  of  life  for  decades, 
rs,  like  Union  Carbide  and  FMC,  have  more  recently 
'J|n  to  deal  with  the  problem  in  a  practical  way.  Still  others 
have  to,  and  soon,  for  capital  may  not  otherwise  be 
able  to  them.  And  in  so  doing  they  will  have  to  calculate 
returns  more  carefully  than  ever.  After  all,  unless  you're  a 
5J  Jad,  a  utility  or  some  other  asset-dissipating  business,  you 
afford  to  borrow  at  15%  and  20%  to  invest  in  a  business 
3|lyields  only  10%  or  less. 
Fnder  the  pressure  of  inflation,"  says  Kenneth  RoUand, 


chief  investment  officer  of  New  York's  Chemical  Bank,  "ev- 
erybody IS  looking  at  the  cost  of  capital  and  the  return  from 
capital."  The  problem  is  difficult  enough  in  so-called  single- 
line  businesses  where  the  choices  may  seem  more  limited.  It  is 
agonizing  in  multi-industry  companies  where  the  choices  are 
multitudinous.  "When  diversified  companies  look  at  their 
portfolio  of  businesses,"  Rolland  says,  "they  really  have  some 
hard  decisions  to  make  over  which  ones  need  capital  to  be 
productive  in  the  Eighties  and  yield  a  high  return,  and  which 
businesses  won't." 

Redirecting,  pruning,  shedding  and  acquiring  are  what 
multicompanies  have  always  faced  in  a  never-ending  process. 
Markets,  products,  whole  divisions  inevitably  mature,  and 
that's  a  fact  of  life  that  has  to  be  confronted  if  the  whole 
entity  is  to  continue  to  earn  a  decent  return  on  its  capital. 
Even  a  GE  has  had  to  face  the  necessity  of  getting  out  of 
vacuum  cleaners  or  analog  clocks  or,  most  dramatically, 
mainframe  computers. 

But  efficient  capital  allocation  isn't  simply  a  matter  of 
dumping  the  losers  and  cultivating  the  winners.  It's  also  a 
matter  of  working  every  dollar  as  hard  as  you  can.  Even  so 
prodigious  a  performer  as  3M  faced  that  problem  as  far  back 
as  the  mid-Seventies.  Though  its  growth  had  not  slackened 
significantly,  its  retum  had  nonetheless  begun  to  slip.  Unlike 
most  multicompanies,  3M  has  grown  entirely  from  within — 
from  the  vast  profusion  of  new  products  thrown  off  by  the 
4.5%  of  sales  it  commits  every  year  to  research — so  that  it 
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Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 
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per  share 
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5-year 

5-year 

12 

equity 

12 

5-year 

5-year 
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5-year 

5-year 

5-year 

5-year 

impany 

average 
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months 
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months 
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average 
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average 
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average 
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nn  Mining  &  Mfg 

ll.X'/,, 

1 

22.7% 

0.1 

19.8% 

1 

18.8% 

11.3% 

13.4% 

5 

14,3% 

13 

lican  Materials 

11.1 

2 

22.2 

03 

16.0 

4 

15.2 

9.0 

13.6 

3 

19,1 

5 

llins 

21.7 

3 

20.0 

O.I 

17.2 

3 

17.5 

8.9 

12.9 

6 

13,2 

15 

neral  Electric 

20.3 

4 

20.2 

0.1 

18.1 

2 

18.1 

6  1 

11,4 

8 

12,2 

19 

nerican  Brands 

18,7 

5 

26.2 

0.3 

17.6 

5 

13.2 

6.3 

9,7 

12 

13,1 

16 

:a 

17.7 

6 

15.3 

0.9 

11.0 

12 

11.7 

3.9 

9.6 

14 

26,1 

4 

irtin  Marietta 

17.3 

7 

18.7 

0.1 

15.2 

8 

12.9 

7,3 

10.5 

9 

16,6 

7 

ane 

16.8 

8 

12.1 

1.0 

7.9 

19 

9,9 

2.9 

6.3 

24 

10,7 

22 

ndix 

15.9 

9 

17.0 

0.4 

15.1 

6 

13.0 

5.0 

10.5 

9 

15,5 

9 

ppers 

15.6 

10 

10.9 

0.4 

8.5 

11 

1  l.H 

3.4 

15.0 

2 

12.9 

17 

rning  Glass  Works 

15.4 

11 

13.5 

0.2 

11. 9 

7 

12.9 

7.6 

8.1 

21 

16,8 

6 

-■rry 

14.8 

12 

15.1 

0.2 

111 

14 

10,8 

5,8 

10.2 

11 

14,8 

12 

G  Industries 

14.3 

13 

14.7 

0.4 

1 1.0 

16 

10,7 

6,3 

12.1 

7 

13,7 

14 

lion  Carbide 

14.2 

14 

16.2 

0.4 

10.9 

18 

10.0 

6.7 

13.6 

4 

8,0 

23 

'stinghouse  Electric 

13.9 

15 

17.8 

0.2 

15.2 

13 

11, 5 

4,9 

5.0 

27 

16,4 

8 

Ncjte:  Explanation  of  Yardsticks  calculation.s  on  page  49, 
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Chemical  Hank's  RuUaiul  \ 
Capital  allocation  is  the 


naturally  sought  solutions  inter- 
nally rather  than  through  acquisi- 
tions or  dispositions. 

■'We  addressed  ourselves  then  to 
the  consumption  of  and  need  for 
capiul,"  Jim  Searles  recalls.  "Our 
margins  were  not  what  they  should 
have  been  during  that  period.  So 
we  cut  our  inventories  to  rock  bot- 
tom, and  we've  taken  much  more 
care  not  to  carry  a  big  payroll. 
We've  emphasized  cash  manage- 
ment and  productivity,  and  they've 
helped  keep  margins  and  return  on  capital  high.  It's  showed  up 
dramatically  during  the  current  recession.  We've  kept  our 
needs  so  tight  that  in  1980  we  required  no  borrowing  at  all. 
That's  the  nice  thing  about  an  internally  developed  company. 
Unlike  companies  that  have  grown  mostly  by  acquisition,  you 
can  see  the  need  and  move  swiftly." 

The  art  of  capital  allocation  also  involves  calculating  such 
investments  in  the  context  of  a  dynamically  changing  world, 
filling  in  gaps  that  have  developed  because  a  company's  eco- 
nomic world  has  changed  dramatically — as  it  did  for  most 
companies  following  the  1973-74  oil  embargo. 

Take  General  Electric.  In  the  mid-Seventies  it  felt  that  in  an 
inflationary  environment  it  needed  a  large  international  natu- 
ral resource  base  to  balance  and  buttress  its  vast  manufacturing 
activities.  And  so,  in  1977,  it  acquired  Utah  International  with 
Its  coal,  copper,  uranium,  iron  ore  and  oil  business  for  $2.1 
billion.  Utah  may  not  do  much  for  GE's  earnings  in  the  short 
run,  but  as  the  1980s  progress,  it  should  support  itself,  begin 
earning  a  handsome  return  and  strengthen  the  rest  of  GE.  So 
should  GE's  1980  acquisition  of  Intersil,  a  semiconductor  com- 
pany, which  will  buttress  GE's  existing  electronic  business  and 
give  it  an  entre-e  into  emerging  electronic  technology.  "We 
don't  buy  a  business  for  its  profitability  alone,"  says  Daniel 
Fink,  GE's  senior  vice  president  for  corporate  planning  and 
development.  "Our  acquisitions  are  designed  to  accomplish  a 
purpose.  For  all  our  diversity  we  see  ourselves  as  a  single 
company  and  our  management  style  reflects  that.  We  have  a 
large  central  research  and  development  base  that  supports  the 


It )  ancJ  ^M's  Searles 
high-priority  issue. 


whole  company  and  cuts  acre 
That's  quite  different  from  a 
glomerate,  which  has  to  ma 
late  Its  portfolio  as  a  means  oi 
trolling  Its  pieces." 

"In  a  slow  growth  eonc 
Chemical  Bank's  Rolland 
serves,  "the  most  important 
tion  is,  does  management  v 
ize  the  right  areas  they  ought 
in?  For  any  company,  that  is 
difficult  to  do.  Either  you  are 
to  stagnate  or  decline,  or  yo 
cide  what  you  can  be — profitably." 

An  increasing  number  of  multicompanies  are  doing 
today.  Last  summer,  for  instance,  Esmark  decided  to  S(. 
both  its  meat-packing  and  oil  businesses  and  concentra 
Its  less-capital-intensive  consumer  and  specialty  chen 
business.  The  decision  may  or  may  not  prove  to  have 
correct,  but  the  logic  is  impeccable.  On  the  one 
Esmark's  management  concluded  that  it  was  incapab 
earning  a  decent  return  with  its  long-ailing  meat-pai 
operations,  and,  on  the  other  hand,  that  it  lacked  the  c. 
to  exploit  fully  its  otherwise  splendid  opportunities  in  tl 
business.  And  so  it  was  prepared  to  sell  off  both  for  more 
$1.2  billion  and  put  the  proceeds  into  the  more  manag 
and  profitable  operations  that  remain  and  shrink  its  ca 
ization  by  half. 

Rolland  believes  that  capital  efficiency  will  be  the 
significant  factor  in  corporate  success  during  the  decade  a 
and  that  investors  will  put  a  premium  as  they  always  ha 
companies  earning  a  better  than  average  return.  Wha 
results  they  achieve,  such  companies  are  unlikely  to  win 
of  a  premium  than  the  hot  stocks  of  the  moment — electr 
or  energy,  for  example — but  they  stand  a  good  chan 
commanding  more  of  a  premium  than  a  single-industry 
pany.  "You  take  more  risk  m  single-industry  companies,' 
GE's  Daniel  Fink.  "Look  at  what's  happened  to  some  grB| 
companies  a  decade  later.  Multi-industry  companies,  oi  r 
other  hand,  have  a  potential  for  more  assured  growth  ovc 
longer  term."  Well-run  ones,  that  is. — Howard  Rudnitsky 
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Borg-Wamer 

13.6% 

16 

11.9% 

0.1 

11.1% 

10 

12.1% 

4,9% 

9,5% 

15 

15,2% 

11 

Alleghany 

13.5 

17 

15.7 

0.4 

10.6 

9 

12.6 

4.8 

41.8 

1 

15,5 

10 

FMC 

13.5 

18 

12.6 

0.4 

9.3 

20 

9.7 

■  4.1 

9.6 

13 

12,6 

18 

National  Distillers 

12.9 

19 

10.5 

0.3 

8.4 

17 

10.2 

5.0 

8.2 

20 

10,8 

21 

Allis-Chalmers 

12.4 

20 

8.2 

0.4 

6.7 

21 

9.5 

2.8 

9.1 

18 

32.1 

2 

NL  Industries 

11.9 

21 

15.0 

0.4 

11.5 

23 

9.3 

6.1 

6,9 

22 

6.4 

24 

Curtiss-Wright 

11.6 

22 

15.1 

0.3 

12.8 

15 

10.7 

10.0 

4,7 

28 

26.7 

3 

Esmark 

11,4 

23 

11.2 

0.6 

7,7 

26 

8.2 

2.4 

6.7 

23 

3.8 

26 

OUn 

11.4 

23 

10.4 

0.4 

8.0 

24 

8.9 

4.2 

9.3 

16 

33.3 

1 

Genl  Tire  &  Rubber 

10.9 

25 

2.6 

0.3 

2.8 

25 

8.3 

1,2 

9.3 

17 

6,1 

25 

S perry  &  Hutchinson 

10.3 

26 

8.1 

0.2 

7.4 

22 

9.4 

2.5 

5.1 

26 

1.0 

27 

Dillingham 

9.2 

27 

14.6 

0.7 

9.2 

27 

6.1 

2.7 

8.7 

19 

1 1.5 

20 

GAF 

3,0 

28 

5.8 

0.5 

4.5 

28 

3,2 

1,6 

5.6 

25 

-20,2 

28 

Industry  medians 

14.1 

14.9 

0.4 

11.0 

10.8 

5.0 

9.6 

13.5 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note:  Explanation  of  Yardstick.s  calculation.s  on  page  49 
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Toshiba's  PbwerTechnology 


In  energy-efficient  home  appliances.  In  every  dimension  of  electronics, 
with  patents  on  25,000  innovative  electron  devices.  In  solar,  geothermal  and  tidal  energy. 

In  nuclear  reactors.  In  communications  satellites. 
In  the  most  modern  methods  of  transportation.  In  advanced  medical  diagnostic  equipment. 
In  sophisticated  systems  design.  In  the  basic  research 
and  creative  applications  developed  in  our  six  major  research  laboratories. 

Toshiba.  Over  100,000  people.  Over  a  century  of  experience.  Over  $8  billion  in  sales  in  1979. 


Consumer  Electronics  and  Appliances 


Industrial  Electronics 


Heavy  Industrial  Equipment 


■  HOME  APPLIANCES 

■  VIDEO,  AUDIO  EQUIPMENT 

■  LIGHTING  APPLIANCES 

■  MATERIALS 


■  BROADCAST  AND  COMMUNICATION  EQUIPMENT 

■  ELECTRONIC  COMPONENTS 

■  LABOR-SAVING  EQUIPMENT 

■  MEDICAL  EQUIPMENT 

■  ELECTRONIC  COMPUTERS  AND  OFFICE  EQUIPMENT 


NUCLEAR  EQUIPMENT 
TRANSPORTATION  EQUIPMENT 
POWER  EQUIPMENT 
INDUSTRIAL  EQUIPMENT 
INDUSTRIAL  MEASURING  INSTRUMENTS 

TOSHIBA 

...  In  Touch  wicH  Tomorrow 


JAHurs 


THE  U.S.-JAPAH 
PARTHERSHIP 


BY 

MIKE  MANSFIELD 

UNITED  STATES  AMBASSADOR  TO  JAPAN 


EAST  ASIA  AND 
THE  PACIFIC  BASIN 

For  more  than  a  century  and  a  half  the 
United  States  has  been  a  member  of  the 
Pacific  Community,  a  vast  area  encom- 
passing not  only  East  Asia  but  the  west 
coasts  of  North  and  South  America,  the  Is- 
lands of  the  South  Pacific,  and  Australia. 
Over  the  years  our  relationship  v^ith  East 
Asia  has  continued  to  expand  and  deepen 
to  the  point  that  our  two  way  trade  is  now  as 
large  as  our  commerce  with  Europe,  and  it 
is  growing  at  a  faster  rate.  Furthermore,  de- 
spite current  difficulties  in  the  world 
economy,  most  East  Asian  nations  are  con- 
tinuing to  exhibit  strong  economic  expan- 
sion. With  the  region's  economic  potential 
just  beginning  to  be  tapped,  it  should  pro- 
vide American  businessmen  with  unpar- 
alleled opportunities  for  many  years  to 
come.  For  too  long  Americans  have  tended 
to  underestimate  the  importance  of  the 
Asia-Pacific  region.  No  area  of  the  world  is 
more  important  to  our  future  well-being 
than  this  one,  and  no  single  nation  is  more 
important  as  a  friend,  trading  partner  and 
ally  than  Japan. 

In  the  past  four  years  I  have  been  priv- 
ileged to  be  Ambassador  to  the  country  with 
which  America  has  Its  single  most  impor- 
tant relationship  and  which  serves  as  the 


cornerstone  of  our  policy  in  Asia  and  a  key 
element  of  our  global  position. 

JAPAN— A  STAUNCH  ALLY 

The  past  year  has  seen  a  significant  in- 
crease in  world  tensions  with  U.S.  interests 
under  attack  in  a  number  of  vital  areas.  In 
our  attempts  to  gain  the  releaseof  the  Amer- 
icans held  hostage  in  Iran  and  our  efforts  at 
forcing  the  Soviet  Union  to  pay  a  price  for  its 
aggression  in  Afghanistan,  no  nation  has 
supported  us  as  strongly  and  consistently  as 
has  Japan.  Japan  stopped  purchasing  Ira- 
nian crude  oil  in  April  and  followed  our 
lead  in  applying  economic  and  diplomatic 
sanctions  against  that  country.  In  response 
to  the  invasion  of  Afghanistan,  Japan  joined 
us  in  a  boycott  of  the  Moscow  Olympics, 
suspended  official  new  export  credits  to  the 
Soviet  Union,  and  withdrew  from  a  lucra- 
tive contract  to  build  a  $400  million  steel 
mill  in  the  Soviet  Union.  Japan's  increasing- 
ly activediplomacy  in  Asia  and  elsewhere  is 
complementary  with  our  efforts  in  virtually 
all  respects. 

Japan  provides  the  U.S.  with  bases  and 
facilities  to  contribute  to  the  maintenance  of 
international  peace  and  stability  in  the  Far 
East.  Japan  does  so  at  no  cost  to  the  U.S. 
taxpayer.  In  1980,  Japan  contributed  some 
$750  million  for  this  purpose  ard  for  the 


overall  support  of  U.S.  forces  in  Japan. 
Japan  is  also  moving  to  cooperate  more 
closely  militarily  with  the  U.S.  in  order  to 
assume  a  greater  share  of  its  own  defense. 
Despite  an  austerity  program  owing  to  a 
series  of  serious  budget  deficits,  the 
Japanese  government  excepted  defense 
spending  from  a  7.5%  increase  ceiling  set 
for  spending  in  fiscal  year  1981.  The 
Japanese  Defense  Agency  has  requested  a 
9.7%  increase  to  bolster  the  country's  self 
defense  forces. 

TRADE 

Over  the  past  few  years,  much  attention 
has  been  focused  on  issues  relating  to  bi- 
lateral trade  between  the  U.S.  and  japan.  It 
is  essential  to  understand  that  in  any  eco- 
nomic relationship  as  large,  deep,  and 


MATSUSHITA  IN  PORTABLE  ENERGY: 


How  to  moke  a  battery  thinner  than  a  stick 
of  chewing  gum  and  one  strong  enough  t( 
power  the  car  of  the  future. 


Think  of  a  battery  about  l/30th  of  an  inch  thick  that  can 
be  made  into  just  about  any  shape  imaginable  yet  can 
power  your  wristwatch,  your  calculator,  your  camera.  It's 
Matsushita  (pronounced  Mot-soosh-ta)  Electric's  ultra- 
thin  battery. 

And  while  what  it  does  is  impressive,  what  it  can  do 
is  even  more  impressive:  It  can  eliminate  the  restrictions 
of  battery  size  and  shape  and  give  designers  the  oppor- 
tunity to  create  a  whole  new  world  of  portable  products. 

THE  70  MPH  ELECTRIC  CAR 

At  the  other  end  of  the  spectrum,  Matsushita  engineers 
are  developing  the  nickel-iron  battery  for  an  experimen- 
tal electric  car  project.  It  has  an  energy  density  and  serv- 
ice life  almost  twice  that  of  the  lead-acid  storage  battery 
developed  for  use  in  electric  cars. 

An  experimental  electric  automobile  equipped  with 
the  Matsushita  Electric  nickel-iron  battery  can  reach  a 
maximum  speed  of  70  miles  per  hour  with  a  range  of 


over  90  miles  before  the  battery  needs  recharging.  As  a 
result,  the  nickel-iron  battery  may  allow  electric  cars  to 
replace  large  numbers  of  gas-driven  cars,  thus  reducing 
pollution  and  conserving  gasoline. 

SOUND  FROM  THE  SUN 

Today  you  can  buy  a  battery  made  by  Matsushita  that's 
powered  by  the  sun.  On  one  charge  this  silicon  crystal 
solar  battery  system  can  play  the  Panasonic  Mr.  Thin™ 
radio  (R-013)  for  35  hours. 

Other  Matsushita  batteries  run  from  the  familiar  — 
Panasonic  batteries  for  portable  radios  and  tape  re- 
corders —  to  the  exotic:  A  lithium  battery  that  crams 
more  power  into  less  space  than  any  other  battery  in  the 
worid.  In  all,  Matsushita  makes  a  mde  range  of  consumer 
and  industrial  batteries,  making  it  one  of  the  largest  pro- 
ducers of  batteries  in  the  worid. 

Matsushita  Electric.  It's  110,000  people  making 
10,000  different  products  for  130  different  countries. 


MATSUSHITA  ELECTRIC 

PANASONIC  TECHNICS  QUASAR  NATIONAL 


complex  as  this  one,  it  is  inevitable  that 
from  time  to  time  trade  frictions  will  occur. 
It  is  a  manifestation  of  the  basic  strength  of 
our  relationship  that  these  issues  are  being 
solved  in  a  responsible  manner  through  a 
spirit  of  cooperation  and  compromise 
rather  than  through  debilitating  confronta- 
tion. We  have  made  substantial  progress  in 
negotiations  covering  the  difficult  and  high- 
ly complex  question  of  government  pro- 
curement and  hope  to  have  an  agreement  in 
place  by  the  end  of  1980.  We  are  also  en- 
couraged by  recent  Japanese  moves  to  in- 
crease imports  of  lumber  and  manufactured 
tobacco  from  the  U.S.  and  to  facilitate  the 
procurement  of  American  manufactured 
parts  for  Japanese-made  automobiles. 

During  the  first  three  quarters  of  1980 
U.S.  exports  to  Japan  continued  to  show 
strong  growth  recording  a  21.7%  increase 
over  the  previous  year  while  imports  from 
Japan  increased  18%  reflecting  a  continua- 
tion of  the  trend  towards  more  balanced 
trade  between  the  two  countries,  japan  re- 
mains the  largest  overseas  customer  for 
American  agricultural  products,  importing 
$4.3  billion  worth  of  agricultural  goods 
from  the  U.S.  during  the  first  three  quarters 
of  the  year  out  of  total  U.S.  agricultural 
exports  of  $31  billion.  They  will  import  well 
over  $6.6  billion  worth  of  agricultural  prod- 
ucts for  all  of  1980.  In  addition,  Japanese 
imports  of  manufactured  goods  from  the 
U.S.  turned  in  a  strong  performance  rising 
37.2%  in  the  first  six  months  of  1980  over 
the  same  period  of  last  year. 

Japan  has  taken  important  steps  to  lower 
its  barriers  to  imports  despite  the  fact  that  it 
is  currently  experiencing  a  substantial  de- 
ficit in  its  international  balance  of  pay- 
ments. Japan's  1 979  global  current  account 
recorded  a  deficit  of  8.6  billion  dollars  with 
a  deficit  of  $13  billion  anticipated  in  fiscal 
year  1 980.  Japan  is  fulfilling  its  responsibil- 
ity as  a  major  trading  country  by  shoulder- 
ing a  major  portion  of  the  OECD  deficit  that 
has  been  brought  on  by  the  near  tripling  of 
world  oil  prices  that  has  taken  place  since 
1978. 

INVESTMENT 

The  United  States  and  the  Pacific  basin 
offer  highly  profitable  mutual  investment 
opportunities.  Despite  the  emergence  of 
East  Asia  as  a  major  trading  partner  of  the 
U.S.  with  abundant  natural  and  human  re- 
sources, American  businesses  have  so  far 
not  taken  full  advantage  of  the  opportunities 
for  direct  investment  in  this  area.  Although 
total  U.S.  overseas  corporate  investment 
amounts  to  a  total  of  1 93  billion  dollars  only 
21  billion  dollars  of  that  has  been  invested 
in  East  Asia,  even  though  return  on  U.S. 
investments  in  this  area,  which  includes 
Japan,  averaged  1 8  percent  compared  with 
a  worldwide  average  of  1 4.5  percent  for  the 


period  1 976  to  1 978.  East  Asia  offers  to  the 
U.S.  businessman  a  rapidly  growing  mar- 
ket, extensive  sources  of  raw  materials,  and 
a  large,  skillful,  and  hardworking  labor 
force.  Japan  in  particular,  with  its  high  per 
capita  income,  $8,900  as  of  the  end  of 
1979,  and  large  population,  116,000,000 
people,  represents  the  largest  single  country 
market  for  manufactured  goods  and  ser- 
vices in  the  world  outside  of  the  U.S.  Japan 
also  possesses  one  of  the  world's  best  edu- 
cated and  highly-skilled  labor  forces.  Also, 
as  of  December  1,  1980,  revisions  in 
Japanese  investment  regulations  should 
make  it  much  easier  for  foreign  enterprise  to 
make  direct  investments  in  Japan. 

Just  as  American  businesses  would  do 
well  to  make  greater  direct  investments  in 
Japan,  Japanese  companies  should  increase 
their  investments  in  the  U.S.  Direct  invest- 
ment in  manufacturing  facilities  in  the  U.S. 
will  give  Japanese  industry  access  to  ready 
and  reliable  sources  of  raw  materials,  ener- 
gy, the  world's  most  productive  labor  force, 
and  the  largest  consumer  market  in  the 
world.  Such  investments  would  also  create 
employment  in  the  U.S.  which  will  lead  to  a 
dampening  of  protectionist  sentiments  and 
the  creation  of  a  healthier  economic  rela- 
tionship between  the  U.S.  and  japan. 

There  are  numerous  cases  of  Japanese 
firms  that  have  established  highly  suc- 
cessful manufacturing  subsidiaries  in  the 
U.S.  The  color  television  industry  is  a  par- 
ticularly good  example  of  how  Japanese  in- 
vestment in  the  U.S.  can  lead  to  the  solution 
of  trade  frictions.  Japanese  firms'  sub- 
sidiaries produced  about  3.3  million  color 
television  sets  in  the  U.S.  in  1979  as  U.S. 
color  television  production  reached  a  re- 
cord 10.4  million  sets.  These  investments 
brought  new  technology,  greater  competi- 
tiveness, and,  most  importantly,  more  em- 
ployment to  the  U.S.  It  is  our  hope  that 
Japanese  firms  will  make  similar  invest- 
ments in  other  U.S.  industries  such  as  auto- 
mobiles, auto  parts,  semi  conductors,  and 
other  industries  where  a  large  share  of  the 
market  is  currently  occupied  by  goods 
manufactured  in  Japan. 

COOPERATION  IN  REDUCING 
DEPENDENCE  ON  OIL 

The  U.S.  and  Japan  rank  first  and  second 
respectively  as  the  world's  largest  importers 
of  crude  oil  which  has  resulted  in  both 
countries  having  to  overcome  severe  eco- 
nomic problems  brought  about  by  a  1 6-fold 
increase  in  oil  prices  since  1973.  Finding 
alternatives  to  costly  and  insecure  supplies 
of  imported  oil  is  an  area  where  the  U.S. 
and  japan  are  cooperating  strongly.  Con- 
servation alone  has  yielded,  and  will  con- 
tinue to  yield,  substantial  dividends  as  the 
U.S.  has  reduced  oil  consumption  about 
eight  percent  in  1980  over  1979  while 


japan  has  decreased  oil  consumption  five 
percent  despite  achieving  real  economic 
growth  of  about  four  percent.  Along  with 
the  U.S.,  Japan  is  playing  an  active  role  in 
the  efforts  of  the  International  Energy  Agen- 
cy to  reduce  oil  consumption  in  the  OECD 
countries  and  to  work  out  a  system  of  shar- 
ing energy  supplies  in  times  of  extreme 
shortages. 

In  the  development  of  new  energy 
sources  there  are  a  number  of  joint  research 
and  development  programs  being  under- 
taken between  the  U.S.  and  Japan  that  hold 
great  promise  for  reducing  our  dependence 
on  oil.  One  of  these  is  the  construction  in 
the  U.S.  of  an  experimental  coal  liquifica- 
tion  plant  with  700  million  dollars  being 
contributed  by  our  Department  of  Energy 
and  Gulf  Oil  and  350  million  dollars  each 
by  public  and  private  interests  in  Japan  and 
West  Germany.  In  addition,  there  are  a 
number  of  other  projects  under  considera- 
tion between  Japanese  and  American 
corporations  for  the  development  of  coal 
liquification  technology.  U.S.  and  Japanese 
scientists  are  also  cooperating  in  research 
into  the  development  of  nuclear  fusion 
power  which  offers  the  hope  of  unlimited 
energy  supplies  in  the  2 1  st  century.  It  is  my 
firm  belief  that  two  such  technologically 
advanced  and  innovative  countries  as  the 
U.S.  and  Japan,  through  close  cooperation 
and  a  pooling  of  resources,  cannot  help  but 
make  important  breakthroughs  in  alleviat- 
ing the  energy  crises  that  today  threaten  the 
economies  of  the  entire  world. 

In  conclusion,  I  am  convinced  that  the 
United  States  and  Japan  have  entered  the 
1980s  with  our  relationship  in  fun- 
damentally good  shape.  Keeping  it  that  way 
will  require  the  continued  attention  of  gov- 
ernments and  the  business  communities  on 
both  sides  of  the  Pacific.  We  need  to  take 
care  not  to  allow  temporary  frictions,  which 
are  inevitable  in  a  relationship  this  broad,  to 
overshadow  our  fundamental  interest  in 
close  collaboration.  There  will  continue  to 
be  obstacles  to  U.S. -Japan  cooperation,  but 
I  am  convinced  that  we  will  be  as  successful 
in  overcoming  the  problems  of  the  future  as 
we  were  those  of  the  past.  If  we  all  continue 
to  pool  our  energies  and  insights,  I  have  no 
doubt  that  we  will  see  the  further  develop- 
ment of  an  equal,  mutually  beneficial,  and 
productive  partnership  in  this  decade. 
What  we  must  recognize  is  that  out  here — 
in  the  Pacific  and  East  Asia — is  where  it  all 
is,  what  it  is  all  about,  and  it  is  out  here 
where  our  future  lies. 

MIKE  MANSFIELD, 
United  States  Ambassador 
to  Japan 
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JAPAN'S  ECONOMIC  OUTLOOK  IN  THE  1980s 

THE  DYNAMICS  OF 
CONTINUING  PROGRESS 


In  fiscal  year  1980  (April  1980-March 
1 981 )  which  will  come  to  a  close  in  three 
months'  time,  lapan  will  have  posted  a 
real-term  CNP  growth  rate  in  the  range  of 
4  to  4.5%.  While  this  is  a  slightly  lower 
rate  of  expansion  compared  to  the  pre- 
dictions of  the  lapanese  government,  it  is 
certain  to  be  the  highest  among  all  the 
world's  major  industrialized  countries. 
Even  in  fiscal  1979,  amidst  the  outbreak 
of  the  Iranian  revolution  and  the  follow- 
ing confusion  in  world  oil  markets,  the 
lapanese  economy  fared  remarkably  well 
with  a  growth  rate  of  6.1  %.  In  that  same 
year,  the  six  major  OECD  countries  (the 
United  States,  Great  Britain,  West 
Germany,  France,  Italy  and  Canada) 
achieved  an  average  2.6%  rate  of  real- 
term  growth.  According  to  calculations 
made  by  the  Mitsubishi  Research  insti- 
tute, the  coming  fiscal  year  1981  will 
constitute  another  year  in  this  trend  of 
relatively  strong  economic  performance 
for  the  Japanese  economy.  MRI's  projec- 
tion places  the  GNP  growth  rate  for  fiscal 
1981  at  around  5%. 

THE  STRENGTH  OF  PRIVATE 
SECTOR  INVESTMENTS 

Behind  these  rates  of  GNP  growth  lies 
the  strength  of  business  investments. 
Public  spending  which  for  some  time  fol- 
lowing the  first  oil  crisis  had  been  the 


predominant  factor  of  expansion  is  now 
crippled  with  a  massive  budgetary  def- 
icit. Exports  too  have  lost  their  past 
momentum.  The  vacuum  left  by  the  ab- 
sence of  these  two  past  forces  of  growth 
has  been  taken  over  by  a  buoyant  private 
sector.  Japan's  economy  which  is  so 
heavily  dependent  on  imported  energy 
resources,  and  which  has  been  referred 
to  again  and  again  as  one  of  the  most 
vulnerable  economies  against  a  shortage 
of  oil  supply,  is  now  showing  all  the  signs 
of  a  healthy  and  stable  economy  and  the 
strength  sustaining  this  stability  is  the 
strength  of  private  sector  investments. 

These  developments  are  in  striking 
contrast  to  those  in  the  other  developed 
countries  whose  economies  are  still  suf- 
fering severely  from  the  aftermaths  of  the 
two  oil  crises.  Given  these  circum- 
stances, there  seems  little  doubt  that 
Japan  will  play  a  major  role  in  sustaining 
world  economic  growth  in  the  1980s. 

WHAT  ATTRACTS  OIL 
MONEY  INTO  JAPAN? 

During  his  visit  to  Japan  last  fall.  Gov- 
ernor Abdul  Aziz  al  Quraishi  of  the  Saudi 
Arabian  Monetary  Agency  (SAMA) 
assured  Michio  Watanabe,  Minister  of 
Finance,  that  increasing  amounts  of  his 
country's  funds  would  be  placed  in  Japan 
in  the  future.  As  a  token  of  this  intention. 


Governor  Quraishi  expressed  the  wish  to 
purchase  large  amounts  of  government- 
guaranteed  bonds  denominated  in  yen. 
Prior  to  his  visit,  SAMA  had  already  made 
an  agreement  with  Japanese  authorities 
to  buy  a  monthly  230-million  dollars 
worth  of  long-term  national  bonds. 

In  this  fashion,  there  has  been  a  dra- 
matic increase  in  the  flow  of  oil  money 
into  Japan  this  past  year.  According  to 
data  compiled  by  the  International  Finan- 
cial Division  of  the  Finance  Ministry,  net 
foreign  purchase  of  stocks  and  bonds 
amounted  to  a  little  less  than  1 .7  billion 
dollars  in  fiscal  1979.  Defying  every  ex- 
pectation, the  figure  bulged  to  5.7  billion 
dollars  in  the  first  five  months  of  fiscal 
1980.  It  is  common  knowledge  that  the 
bulk  of  this  extraordinary  increase  is  at- 
tributable to  oil  money.  At  ihe  end  of 
fiscal  year  1979,  the  total  accumulated 
value  of  OPEC  investments  in  Japan  stood 
at  an  estimated  15  billion  dollars.  The 
general  view  is  that  placement  of  OPEC 
funds  in  Japan  will  have  increased  by 
approximately  the  same  amount  in  fiscal 
1980. 

Many  of  Japan's  largest  companies  are 
attracting  OPEC  capital.  In  the  electric 
and  electronic  appliance  field,  such 
companies  include  Hitachi,  Toshiba, 
Matsushita,  Nippon  Electric,  Fujitsu  and 
Mitsubishi  Electric.  Nippon  Steel,  Nip- 
pon Kokan,  Sumitomo  Metals  and  Kawa- 


Mrs.  Sato's  delicious  sukiyaki 
;ooked  over  gas  produced  by  a  steel  company. 


What  started  out  as  an  experiment  in  the 
'eation  of  a  new  energy  resource  has  proved 
|j)  have  a  very  practical  application  for  many 
apanese  families  like  the  Satos. 
Gas  emitted  from  coke  furnace  operation 
the  Sumitomo  Steel  Works  in  Wakayama, 
pan,  is  now  being  diverted  into  over  40,000 
omes  in  the  surrounding  Wakayama  area. 

Energy  is  an  especially  important  part  of 
laking  steel.  That's  why  Sumitomo  Metals 
s  helped  pioneer  research  into  the  conser- 
tion  and  creation  of  new  energy  resources; 
Dme  of  them  leading  to  new  techniques  that 
roved  useful  beyond  the  context  of  the  steel 
idustry.  Like  the  diversion  of  Wakayama  gas, 
|)r  example. 


As  a  result,  we  only  used  about  four  million 
barrels  of  heavy  crude  oil  in  the  production  of 
steel  last  year— just  half  what  we  did  in  1974. 
Over  the  next  five  years,  we  expect  to  cut  our 
oil  consumption  in  half  again,  with  the  help  of 
the  world's  first  commercially  viable  coal 
gasification  process,  developed  by  Sumitomo. 

Admittedly,  Sumitomo's  research  into  the 
conservation  and  creation  of  new  energy 
resources  won't  solve  all  the  world's  energy 
problems.  But  we  think  it's  a  step  in  the  right 
direction.  Just  ask  Mrs.  Sato. 


^  SUMITOIVIO  METALS 


suMrraMo  metal  irjousTniES,  l.to.  Osaka  and  Tokyo  Japan 
jmitomo  Metal  America.  Inc  Head  Office;  420  Lexington  Ave  ,  New  York,  N  Y  10017,  U,S  A.  Offices  in  Los  Angeles,  Ctiicago,  Houston 
AiN  PRODUCTS  Tubes  &  pipe,  flat  rolled  products,  bars,  shapes  &  wire  rods,  rolling  stock  parts,  steel  castings  &  forgings  and  related  techinology 
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saki  Steel — four  of  Japan's  leading  steel 
manufacturers  also  rank  high  in  the  list. 
Nissan  Motor  Company  and  Mitsubishi 
Heavy  Industry  are  among  other  major 
companies  that  have  attracted  large 
volumes  of  oil  money,  it  is  evident  that 
this  increasing  flow  of  oil  money  is  based 
on  the  confidence  investors  have  in 
Japan's  economic  growth  potential  and 
its  industrial  capacity. 

Various  economic,  sociological  and 
even  philosophical  elements  are  cited  as 
reasons  for  Japan's  success  in  maintain- 
ing basic  stability.  The  quality  of  labor, 
worker  loyalty,  life-time  employment, 
homogenous  ethnic  structure  and  the  in- 
herent desire  for  consensus  and  coopera- 
tion are  among  the  examples  given.  But 
where  capacity  of  economic  expansion 
and  international  competitiveness  is  con- 
cerned, nothing  compares  with  the  untir- 
ing enthusiasm  and  effort  that  Japanese 
manufacturers  put  into  investments.  And 
one  other  factor  that  warrants  mention  is 
a  function  typified  by  the  sogoshosha 
(general  trading  company).  Through  a 
worldwide  network  of  branch  establish- 
ments, the  sogoshosha  is  able  to  gather 
business  information  from  virtually  every 
corner  of  the  globe,  and  to  organize  and 
coordinate  them  effectively. 

COST  SAVING  MOTIVES 
STIMULATE  JAPANESE 
PRIVATE  INVESTMENTS 

Japan  experienced  its  first  big  boom  in 
business  investments  in  the  1 960s.  In  that 
decade,  investments  in  the  private  sector 
grew  by  14.7%  per  annum  in  real  terms. 
The  latter  five  years  of  that  period  saw 
growth  in  private  investments  of  no  less 
than  21.0%  annually.  Almost  all  of  this 
upsurge  in  investment  activity  occurred 
in  the  chemical  and  heavy  industries  that 
were  to  become  the  pillars  of  the  econ- 
omy's dynamic  expansion.  Industry  after 
industry  rushed  to  expand  production 
capacity,  to  install  mass-production 
plants.  These  years  of  active  investments 
equipped  Japan's  steel  industry  with  large 
blast  furnaces,  the  petrochemical  indus- 
try with  mass-producing  ethylene  plants, 
and  provided  the  average  home  with  a 
car  and  a  color  TV. 

Now  after  five  sluggish  years  following 
the  first  oil  crisis,  Japan's  private  invest- 
ments seem  to  have  entered  a  second 
phase  of  strong  expansion.  From  fiscal 
1974  to  1977,  capital  investments  in  the 
private  sector  posted  declines  of  2.2% 


per  annum.  By  contrast,  they  increased 
by  an  annual  average  rate  of  1 1 . 1  %  in  the 
fiscal  1978-80  period  (fiscal  1980  level 
estimated  by  MR!).  The  projection  for  the 
coming  fiscal  1981  is  an  increase  of 
around  8%.  The  industry  with  the  most 
sizeable  plans  in  terms  of  total  spending 
is  steel  with  the  automotive  and  electrical 
machinery  industries  following  close.  In 
the  non-manufacturing  sector,  which 
now  takes  up  a  larger  share  of  total  invest- 
ments than  the  spending  in  manufactur- 
ing, almost  all  of  its  projections  are 
accounted  for  by  the  electric  power 
industry. 

A  recent  survey  by  the  Ministry  of  inter- 
national Trade  and  Industry  shows  that 
the  bulk  of  planned  business  investments 
will  be  aimed  at  the  renewal  of  existing 
plants  to  meet  cost-saving  needs. 
According  to  the  survey  results,  labor- 
saving  and  other  rationalization  objec- 
tives combined  account  for  almost  50% 
of  total  spending  by  industry.  Another 
30%  will  be  devoted  to  energy  conserva- 
tion. In  all,  nearly  80%  of  total  invest- 
ment spending  will  be  motivated  by  the 
need  to  save  energy  and  labor  costs. 

STEEL  STRATEGY— EVER 
MORE  CONTINUOUS  CASTING 

Energy  and  labor  saving  efforts  in  the 
steel  industry  could  be  represented  by  the 
installation  of  continuous  casting  equip- 
ment. In  1973,  only  20.7%  of  total  raw 
steel  output  was  accounted  for  by  this 
process.  By  1979,  the  ratio  of  continuous 
casting  to  total  production  had  risen  to 
52%  as  compared  to  16.7%  in  the  U.S. 

The  advantage  in  utilizing  the  con- 
tinuous casting  process  is  to  improve  the 
yield  in  the  making  of  semi-finished  prod- 
ucts such  as  slab  and  bloom  from  molten 
steel.  Whereas  the  rate  of  yield  at  this 
stage  of  production  is  around  88%  in  the 
traditional  ingot  making  system,  con- 
tinuous casting  can  provide  a  yield  of  up 
to  98%.  Compared  to  the  ingot  process,  a 
steelmaker  employing  the  continuous 
casting  process  can  save  more  than  10% 
of  molten  steel  to  produce  a  given 
volume  of  output  of  semis.  Another  value 
of  continuous  casting  is  energy  conserva- 
tion. For  every  ton  of  crude  steel  slabs 
produced,  continuous  casting  requires 
almost  two-thirds  less  energy  than  the 
ingot  system. 

Through  persistent  efforts  in  the 
rationalization  of  the  entire  steelmaking 
operation,   "Japanese  steelmakers  have 
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Japan's  largest  bank. 
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Because  our  more  than  1 ,200  foreign  and  foreign-crffiliated  corporate  clients 
know  that  DKB's  comprehensive  understanding  of  the  Japanese  financial  world 
is  backed  by  close  relations  with  nearly  all  leading  Japanese  companies. 

And  with  assets  of  over  $87  billion,  and  a  fully  organized  worldwide  branch 
network,  DKB  is  also  the  kind  of  corporate  partner  our  clients  can  turn  to  for 
sophisticated  international  financing. 

DKB  -  the  international  bank  that  listens  and  has  the  assets  to  ad. 


We  have  your  interests  at  heart. 

OAI-ICHI  KANGYO  BANK 


New  32-story 
Head  Ollice  building 
in  Tokyo  to  open 
February  1981. 


Our  Network  in  USA 

New  York  Branch:  One  World  Trade  Center.  Suite  49 1 1 .  New  York,  N  Y  1 0048.  Tel  2 1 2-466-5200  Los  Angeles  Agency:  707  WOsliire  Blvd..  Suite  5700. 
Los  Angeles.  Calif.  90017.  Tel:  213-687-0900  Chicago  Representative  Office:  cjo  The  First  Pacilic  Bank  uf  Chicago,  Mid-Continental  Plaza.  1 1 1  South 
Wabash  Ave  ,  Chicago,  Illinois  60603,  Tel:  312-782-5400  Houston  Representative  Oflice:  1 100  iVlUam,  Suite  4660,  Houston,  Texas  77002.  Tel  713-654- 
5055  Subsidiary  in  Chicago:  The  First  Pacific  Bank  of  Ctiicago.  Mid-Continental  Plaza,  1 1 1  South  Wabash  Ave,.  Chicago.  Illinois  60603.  Tel:  3 12-782-5400 
Head  Office:  6-2.  Marunouchi  1-chome,  Chiyoda-ku,  Tokyo  100.  Japan.  Tel  (03)  216-1111  Branches  at:  Fanamd.  London.  Dusseldorf.  Taipei  Seoul, 
Singapore  Representative  Offices  at:  Toronto,  Sdo  Paulo,  Mexico  City.  Caracas,  Frankfurt,  Paris,  Madrid,  Beirut.  Jakarta,  Sydney  Subsldiailes  at: 
Amsterdam.  Zurich.  London.  Hong  Kong  Affiliated  and  Associated  Companies  at:  Rio  de  Janeiro,  London,  Luxemburg,  Hong  Kong,  Bangkok, 
Singapore,  Kuala  Lumpur,  Jakarta.  Manila.  Melbourne.  Sydney 


IC  DEMAND  BY  TYPE  OF  FINAL  PRODUCT 


and  Other  Equipment  10% 


Computers  35% 


Equipment  7*: 


Audio  Equipment  15* 


Video  Equipment. 


Computers  21% 


Telecommunications  6% 
^  Table  Top  Calculators  8% 


Measuring  Equipment  3% 
Watches  3% 

I  Electronic  Cash  Registers  1% 

CB  Transceivers  1% 
Applied  Electronic  Devices  1% 
Toys  2% 
Canneras  1% 
Musical  instruments  1% 
Automobiles  1% 
Home  Appliances  1% 


Source:  Electronics  Industries 
Association  of  Japan 


reached  a  point  where  they  can  reap 
reasonable  profit  at  an  operating  ratio  of 
only  60%  of  production  capacity," 
points  out  Mr.  Yoshifumi  Kumagai,  presi- 


dent of  Sumitomo  Metal  Industries,  lead- 
ing manufacturer  of  seamless  pipes  and 
the  exclusive  supplier  of  wheels  and  ax- 
les for  the  super  express  train  Shinkansen. 
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RGA  improves  color  TV 
with  an  electronic  ^J0^^'--- 
"fine  tooth  comb"  ^    V  VSk 
that  separates  : 
color  from  detail,  1^ 
And  enhances  bothi^^^^^^^   J  ^  ^^^^ 

The  Dynamic  Detail  Processor- a    ^^^^bUi^  ^^^^ 

tiny  solid  state  comb  filter  device  with 
a  computer-like  "memory"- is  producing  .    ■  • 

sharper  and  clearer  color  TV  pictures  than  ever  -  ' 
before  in  RCA  Limited  Edition  ColorTrak  TV  sets.  By  \ 
electronically  separating  the  signals  responsible  for  color,  ,  •  ■ 
and  picture  detail,  the  comb  filter  allows  both  signals 
to  be  fully  processed  by  the  set.  As  a  result,  'minute 
■  details  take  on  remarkable  new  definition  and  clarity, 
*  while  color  streaking  and  crawling  edges  (like  those 
on  checkered  sport  jackets)  are  virtually  eliminated. 
RGA  color  TV  sets  are  the  first  to  have  this  solid  state 
marvel  of  technology  designed  into  them. 

The  Dynamic  Detail  Processor  is  a  product  of 
RCA  Research  -  the  kind  of  dedicated  research  that 
has  been  a  tradition  at  RCA  for  over  sixty  years. 
Today,  many  years  after  Nipper  started  listening 
to  His  N/laster's  Voice,  research  and 
development  of  electronic  products  are  1 
funded  at  the  highest  levels  in  our  ' 
ii    company's  history.  Our  commitment 
is  as  it  has  always  been,  to  the 
advancement  of  technology  -  to 
the  creation  of  imaginative,  but 
practical,  products  that  j 
expand  the  human  ' 

horizon.  ©iQSORCA  corporation 


A  tradition  on  the  move. 


MITSUBISH 

INNOVATION  FROM  THE  INSIDE  OUT 


1981  EPA  esli males 
tor  Dodge  Coll  Hatchback 
and  Plymouth  Champ  with 
1400  cc  engine  and  4-speed  manual 
transmission.  Use  this  number  tor  comparisons, 
Your  mileage  may  vary  depending  on  speed, 
trip  length  and  weather.  Actual  highway 
mileage  will  probably  be  lower  than 
the  highway  estimate. 
California  estimalei 
  ^  are  lowet 


1981  EPA  highway  estimates  show  a 
Mitsubishi-built  car  has  earned  an 
even  better  highway  estimate  than 
in  1980.  Engineering  innovation  has 
made  it  a  leader  again. 

The  innovation  began  inside 
with  the  MCA-IET  system.  This 
exclusive  engine  design  features  a 
third,  or  "jet,"  valve  that  injects  an 
extra  swirl  of  air  into  the  combus- 
tion chamber  for  more  efficient  fuel 
combustion  and  excellent  perform- 
ance. Nothing  like  it  exists  in  any 
other  car! 

Mitsubishi-built  cars 
Chrysler-Plymouth  a 


Outside,  we  designed  the 
smooth-skin  bodyshell  that  is  not 
only  aesthetically  pleasing,  but 
extremely  aerodynamic  as  well. 

No  automaker  is  more  aware  of 
the  challenges  the  nineteen-eighties 
have  in  store. 

At  Mitsubishi,  our  answer  is  to 
design  with  innovation— from  the 
inside  out. 


A 


MITSUBISHI 

MOTORS  CORPORATION 


are  sold  exclusively  at 
nd  Dodge  dealerships. 


^1  ■  ■;  FUNCTIONS  ~  ,v  -';S  ■■■1 

'   .mm  >  •  ■ 

IMPORT/EXPORT  .  DOMESTIC  SALES  .  OFFSHORE  TRADE  /  J  \?^^<^w  : 
PROJECT  ORGANIZING  .  INVESTMENT  .  DEVELOPMENT  .  ivp. 

■\ .  ->'■  V--.- 

JOINT  VENTURES:    U'A    PETROLEUM  PRODUCTS  .  FERROUS  i  NON-FERROUS  METALS  . 
MACHINERY  .  MARINE  PRODUCTS  .  AGRICULTURAL  CHEMICALS  .  FERTILIZERS  .  GLASS  . 
FISHING  RODS  .  REAL  ESTATE  .  FAST  FOODS  CHAINS  .  ORCHARDS  .  GRAIN  ELEVATORS  . 
PETROLEUM  REFINING  .  MARINE  PRODUCTS  .  PALM-OIL  REFINING  .  TEXTILE  PRINTING  .  ' 
FOOTWEAR  .  STEEL  PRODUCTS  .  HOTELS  .  LEISURE  INDUSTRY  .  GENERAL  WAREHOUSING  . 
ENGINEERING  ;  CANADA    LIVESTOCK  INDUSTRY  .  OILSEEDS  .  COAL  MINING  .  PULP,. 
LUMBER  .  PLYWOOD  .    AUSTRALIA    TIRES  .  CHEESE.  LIVESTOCK  INDUSTRY  . 
AUTOMOBILES  .  COAL  MINING  .  IRON  ORE  MINING  .  ALUMINUM  SMELTING  .  SILICA 
MINING  ■■'>k^^-S''^: 


HHHHArea   I  I  Sales    I  I  Food  &  Agriculture   I  I  Processing   l   IServices 

Mitsubishi. 
Tiie  multicorporation. 

A  new  word  for  Mitsubishi,  originator  of  complex  systems 
to  answer  changing  industrial  needs  on  a  global  scale. 
Multilateral,  multidimensional,  multifunctional  and  multinational,  Mitsubishi 
initiates,  plans,  organizes  and  finances  the  largest  projects  down  to  the  smallest  detail. 
It  locates,  develops  and  makes  available  natural  resources  for  worldwide  use. 
It  moves,  markets  and  distributes  products,  commodities  and  technology 
from  any  point  of  origin  to  any  destination. 
Mitsubishi.  The  multicorporation.  It  lives  up  to  its  name. 

A  Mitsubishi  Corporation 

Headquarlen:  6-3  Marunouchi  2-chome,  Chivoda-ku,  Tokyo  100-91,  Japan 
136  overseas  of  rices  and  afniiates 
Affiliated  company  in  U.S.A.;  Mitsubishi  International  Corporation.  New  York. 
Atlanta.  Pittsburgh,  Washington.  Philadelphia,  San  Francisco,  Portland,  Seattle, 
Los  Angeles,  Palo  Alto.  Denver,  Houston,  Chicapo,  Detroit. 


In  1973,  a  minimum  capacity-utilization 
ratio  of  70%  was  required  for  profitability. 

Today,  the  steel  companies  are  aiming 
for  even  higiier  efficiency.  By  the  close  of 
1 980,  ratio  of  continuous  casting  to  total 
production  will  have  reached  60%  in 
most  of  the  large  steel  plants  across  the 
country.  A  further  round  of  investments 
by  the  major  companies  is  expected  to 
push  this  figure  up  to  an  average  70%  in  a 
few  years. 

Spending  is  also  planned  for  areas 
other  than  expansion  of  continuous  cast- 
ing capacity.  In  large  measure,  these 
investments  will  be  devoted  to  the  in- 
stallation of  new  facilities  to  produce 
high-technology  products  such  as  high- 
tensile  strength  steel  and  seamless  pipes 
for  oil  exploration. 


ELECTRONICS— )APAN 
AS  A  SUPPLY  BASE  FOR 
THE  WORLD'S  MICROCHIPS 

While  the  steelmakers  aim  at  ever 
higher  rates  of  continuous  casting, 
Japan's  electronics  industry  will  be  plac- 
ing the  bulk  of  its  investment  funds  in 
stepping  up  its  capacities  to  produce  LSIs 
(large  scale  integration)  and  micro- 
computers. Most  producers  also  have 
plans  for  expanding  their  video  business. 
The  industry  is  looking  for  a  rapid  in- 
crease in  the  demand  for  video  tape  re- 
corders and  video  discs  over  the  coming 
years  and  keen  competition  is  anticipated 
among  companies  to  build  up  production 
capacity  of  these  devices. 

Fujitsu,  japan's  largest  computer  mak- 


Daiwa  offers  investment 
opportunities 

in  the  Tokyo 
capital 
market. 


DAIWA  SECURITIES  CO.  LTD. 

Tokyo  Hsad  Office:  6-4,  Otemachi  2-chome,  Chivoda-ku,  Tokyo  100,  Japan    Tel  243-2301    Telex  J224n 

Sao  Paulo  Office  Hua  Libero  Sadaro  377.  12  And.  Conj.  1202,  Sao  Paulo,  Brazil  Tel:  35-8700  Telex;  Brazil  1 123950 
Toronto  Office  l  First  Canadian  Place,  Suite  6135  P.O.  Box  194  Toronto,  Ontario  Canada,  M5X  1A6 
Tel:  863-6560  Telex:  06-218221 

DAIWA  SECURITIES  AMERICA  INC.  ...^.>,s,.a 

HMd  Office:  One  Liberty  Plaza,  91  Liberty  Street,  New  York,  N.Y.  10006,  U.S.A.  Tel:  212-732-6600   Telex:  U.S.A.  420971 

Los  AhboIss  Office:  555  South  Flower  St..  Suite  4477,  Los  Angeles,  California  90071 ,  U,S.A.   Tel:  213-628O201  Telex:  U.S.A.  0674470 


Other  Offices  and  Subsidiaries:  Paris,  Amsterdam.  London.  Frankfurt,  Geneva,  Hong  Kong,  Singapore,  Sydney 


er,  was  a  forerunner  in  mass-producing 
64-K  RAMs  (random  access  memories). 
In  1 980  the  company  began  construction 
of  a  new  plant  in  Iwate  Prefecture.  When 
completed  it  will  become  Fujitsu's 
second  mass-producing  center  for  these 
advanced  microchips.  Nippon  Electric 
Company,  the  top  domestic  producer  of 
integrated  circuits,  has  set  its  target  on  a 
monthly  production  level  of  100,000 
units  for  its  64-K  RAM  plant  in  Kyushu. 
Other  major  companies  geared  to  ex- 
pand 64-K  RAM  production  are  Hitachi, 
Toshiba,  Oki  Electric  and  Mitsubishi 
Electric.  Not  only  domestic  makers,  but 
also  foreign  companies  in  Japan  have  un- 
veiled plans  for  building  64-K  RAM  pro- 
ducing plants.  Texas  Instruments,  which 
first  entered  Japan  in  the  form  of  a  joint 
venture  with  Sony,  is  completing  con- 
struction of  a  64-K  RAM  plant  in  Ibaragi 
Prefecture.  A  three-year  plan  is  under 
way  at  Japan  IBM  to  mass-produce  64-K 
RAMs  in  their  Nozu  plant. 

The  semiconductor  industry  is  one  that 
requires  vast  capital  outlay  for  expan- 
sion. In  this  respect,  it  is  an  industry  that 
can  contribute  immensely  to  macroeco- 
nomic  growth.  Moreover,  as  the  capacity 
to  produce  advanced  semiconductor  de- 
vices expands,  computerized  systems 
will  be  used  more  and  more  extensively 
throughout  the  economy,  leading  to  a 
generally  higher  level  of  efficiency  in 
business. 


COMPUTERIZATION  SPREADS 
ACROSS  THE  ECONOMY 

Widespread  use  of  computers  has  given 
rise  to  significant  change  in  all  sectors  of 
the  Japanese  economy.  Progress  in  IC 
production  technology  and  more  diversi- 
fied application  of  these  devices  has 
brought  about  a  whole  new  wave  of  in- 
novation. 

IC  production  in  Japan  expanded  from 
a  modest  414  million  dollars  in  1973  to 
1 .75  billion  dollars  in  1 979.  Compound- 
ed annual  growth  rate  in  this  period  was  a 
striking  27.1%.  Performance  was  even 
more  impressive  in  the  two  final  years  of 
the  period  with  growth  rates  of  35%  in 
1 978  and  36. 1  %  in  1 979.  In  1 979,  28% 
of  the  ICs  produced  in  Japan  went  into 
exports  and  the  value  of  these  exports 
amounted  to  490  million  dollars.  On  the 
other  hand,  Japan  is  also  a  large  importer 
of  these  devices.  In  fact,  the  country  im- 
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Quality  control  counters  inflation. 

It's  ever yones  job. 
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In  contrast  to  sharply  rising  consumer  prices  in 
countries  througliout  the  worid,  prices  of  electronic 
products  are  he^iding  downward  in  Japan  due  in  large 
me-asure  to  quality  control  by  Japan's  electronic  in- 
dustry. 

Fight  inflation,  increase  productivity 

In  Japan,  the  electronic  industry  has  countered  infla- 
tion by  increasing  industrial  productivity.  As  shown  in 
the  accompanying  gniph,  tlie  productivity  index  of 
Japan's  electronic  industry  more  than  doubled  during 
the  last  five  yc-:irs. 

Here,  the  most  efficient  combination  of  workers,  ma- 
chines and  technology  is  brought  into  play  to  improve 
productivity  in  quality  control  or  tlie  "Q(]"  method. 

Made  in  Japan  —  Better  quality  means  lower  cost 

In  rebuilding  the  country's  devastated  industries  after 
the  war,  Japanese  manufacturers  directed  considerable 
effort  to  improving  product  quality.  Their  efforts  paid 
off  as  the  "Made  in  Japan"  label  now  is  a  sign  of 
quality.  Througli  an  intensive  program  of  quality  con- 
trol, Japan's  electronic  indiustry  also  improved  the 
quality  of  its  products  and  realized  high  productivity. 

ITirough  experience,  they  have  leiimed  that  xs  quali- 
ty control  becomes  an  integral  part  of  the  manufactur- 
ing pnK"ess,  pn)duction  costs  decline  without  excep- 
tion. The  cost  of  producing  defective  goods  is 
eliminated.  In  short,  quality  products  cost  less  to  pro- 
duce than  defective  pnxlucts. 

As  inferior  products  are  eliminated  in  the  manufac- 
turing process,  s;ivings  can  be  effected  in  materials, 
labor  and  energy.  In  addition,  when  high  percentages 
of  inferior  or  defective  goods  are  produced,  production 
must  frequendy  be  halted  for  corrective  adjustment, 
or  the  material  itself  tnust  be  replaced  to  produce 
satisfactory  products.  If  product  defects  are  eliminated, 
machinery  can  be  run  without  stopping  and  the  quali- 
ty of  pn)ducts  will  be  improved.  It's  like  driving  a  car 
on  a  bumpy  mad:  you  must  slow  down  and  lose  the 
advantiige  of  the  air's  high-speed  capability. 

Ttie  gcx)d  quiility  of  Japanese  electronic  products  is 
sometimes  attributed  to  frequent  inspection.  This  is  not 
the  c-.Lse.  Whenever  a  defect  appears,  an  immediate 
inquiry  is  made  to  determine  its  cause  and  necessary 
steps  are  taken  to  eliminate  it.  This  results  in  a  sharp 
decrease  in  the  incidence  of  inferior  products  and 
costs  decline  rapidly.  In  other  words,  better  quality 
meiins  lower  costs  and  higher  productivity. 

Inspection  decreases  as  quality  increases 

When  the  number  of  defective  products  declines, 
corresponding  cost  savings  are  realized.  Automation  is 
not  possible  until  the  defect  rate  is  reduced  to  a  man- 


ageable level.  A  high  defect  rate  indicates  that  more 
research  and  development  are  necessary.  If  the  produc- 
tion process  is  automated  before  the  defect  rate  is 
reduced,  then  defective  or  substandard  products  will 
be  produced  at  high  speed. 

The  purpose  of  Quality  Control  is  to  forestall  the 
production  of  defective  goods  before  production  gets 
under  way.  Ultimately,  this  will  do  away  with  the  need 
for  inspection  and  make  for  more  reliable  products. 


The  QC  blend  —  workers  are  people 


Defect-free  production  requires  solving  problems  at 
each  step  of  design  and  effecl;ive  use  of  equipment, 
materials  and  working  procedures.  Accordingly,  all 
employees  of  a  company  should  cooperate  in  examin- 
ing every  step  of  the  production  process  and  suggest 
practical  solutions.  This  work  should  involve  all  mem- 
bers of  a  company,  not  just  engineers. 

A  worker  is  not  just  another  cog  in  production. 
When  workers  know  what  is  being  produced  and 
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where  it  fits  in  the  final  scheme  of  things,  they  will 
recognize  that  they  are  making  a  significant  contribu- 
tion and  take  pride  in  their  workmanship.  Every 
worker,  in  effect,  is  a  salesman,  which  is  something  a 
iiachine  can  never  be.  The  worker  is  happy  in  the 
thought  that  consumers  will  be  satisfied. 

Management's  contribution 

Even  with  the  most  capable  employees,  however,  a 
corporation  must  have  leadership.  In  Japan,  there  are  a 
number  of  management  methods  that  have  succeeded 
in  raising  Japanese  enterprises  to  their  present  high 
level.  And,  a  great  number  of  competent  managers  are 
available.  In  QC,  management  technology  is  not  mere 
doctrine  but  skill  in  making  effective  use  of  men,  ma- 
terials and  money.  QC  also  aims  at  good  labor-manage- 
ment relations  with  an  interchange  of  ideas  for  product 
and  process  improvement. 

Worker  training  is  done  in-house  by  the  company, 
which  imbues  the  worker  with  a  sense  of  company 
commitment  and  job  dedication.  Management  and 
labor  are  aware  of  how  important  their  interdepend- 
ence is  to  success. 


QC  circle  equals  people  power 


In  Japan,  workers  take  part  in  quality  control  activi- 
ties —  QC  circles  —  voluntarily. 

The  QC  circle  consists  of  a  small  informal  company 
group  organized  independently  to  carry  on  quality' 
control  activities  within  the  plant  workshop.  QC  circle 
activity  is  carried  out  continuously  on  a  company-wide 
basis  from  top  to  bottom  and  is  not  limited  solely  to 
the  plant  worker.  It  brings  workers  into  the  decision- 


making process  for  improving  work  practices  and 
procedures  and  product  quality.  The  major  objective 
of  the  QC  circle  is  to  give  the  consumer  the  most  for 
his  money.  This  dedication  to  improving  product 
quality  to  satisfy  the  consumer  tends  to  bring  the 
workers  into  a  closer  relationship  with  management 
and  promotes  worker  pride  in  the  company  product. 

QC>  circles  were  set  up  in  a  car-radio  plant,  a  steel 
company  and  a  pharmaceutical  firm  around  1962  and 
rapidly  spread  across  Japan  as  their  effectiveness  be- 
came apparent.  Today,  QC  circles  have  been  estab- 
lished in  many  countries  —  the  United  States,  England, 
West  Germany,  and  others.  They  have  proved  effective 
in  improving  quality  everywhere  they  have  been  tried. 

Recently,  publications  in  the  United  States  and 
Europe  have  discovered  that  the  secret  of  Japan's  high 
rate  of  growth  in  productivity  is  in  the  Quality  Control 
(QC])  circle.  Time  magazine  last  January  28  cited  QC 
circles  as  "effective  for  increasing  productivity"  and 
carried  a  photograph  of  Westinghouse  C^orporation's 
QC  members  meeting  in  their  machine  shop. 

After  all,  an  upgrading  of  product  quality  is  quin- 
tessentially  counter-inflationary. 
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2-2,  .i-chonie.  Manmouchi.  C.hiyoda-ku.  Tokyo.  Japan.  Ttm  nuilerial 
is  filed  with  the  Department  of  Justice,  where  the  required  registrati<m 
statement  is  availahle  for  public  inspection.  Registratirm  does  not 
indicate  approval  of  this  material  by  the  I  hiited  States  (iovemment. 


Kikkoman  Foods.  Inc.,  plant  in  Walworth,  Wisconsin 


The  superior  quality 
of  Kikkoman  Soy  Sauce 
is  the  result  of  350  years 
of  experience. 

For  centuries,  Kikkoman  has  been  the  largest  selling 
soy  sauce  in  Japan.  This  is  quite  an  accomplishment, 
because  the  Japanese  have  a  very  discriminating  palate 
when  It  comes  to  soy  sauce.  They  have  been  using  it  in 
their  daily  cooking  for  over  a  thousand  years. 
Now,  people  the  world  over  are  discovering  that  the  subtle, 
versatile  flavor  of  brewed  soy  sauce  enhances  all  types 
of  foods,  Americans,  too,  have  learned  to  recognize  the 
quality  difference  between  Kikkoman's  brewed  soy  sauce 
and  chemically  processed  soy  sauces. 
Kikkoman  is  now  the  number  one  soy  sauce  in  the  U.S. 
This  constantly  growing  demand,  both  in  the  U.S.  and  in 
Europe,  is  met  by  Kikkoman's  modern  brewing  plant  in 
Wisconsin.  This  fundamental  seasoning  for  Japanese 
cooking  over  the  centuries  is  now 
the  "newest"  all-purpose  seasoning 
throughout  the  world.  The  reason  is 
obvious.  Quality  has  no  nationality. 

World  Renowned  Quality  Since  1630. 


Naturally 
Tenyaki  Brewed 
Sauce       Soy  Sauce 


In  the  past,  Kikkoman  Soy  Sauce  used 
10  come  in  this  kind  ol  18-liter  container 
(made  of  cedar  and  bamboo) 


Today  Kikkoman  comes 
in  a  variety  of  sizes. 


KIKKOMAN  CORPORATION 

JJ9  NoOa,  Noda  Cily.  Ghiba  278.  Japan 
KIKKOMAN  FOODS.  INC  .  PC  Box  69,  Wolworlh 
Wisconsin  53184,  USA 

KIKKOMAN  INTERNATIONAL  INC..  50  California 
Street,  Suite  3600,  San  Francisco,  Calil  94 1 1 1 
US  A./BRANCHES:  Los  Angeles,  New  York. 
Chicago  and  Atlanta 


Here  is 
the  secret  to 
sogo  shosha 
success. 

Secrets  are  simple  once  you  know 
them.  The  secrets  to  sogo  shosha 
(general  trading  companies) 
successes  are  no  exception. 

Versatility 

A  sogo  shosha  embodies 
multiple  functions:  trading, 
distribution,  transportation, 
contracting,  marketing, 
investment,  research,  financing, 
resource  development, 
planning,  information, 
joint  ventures,  organizing,  etc. 
Thus,  a  sogo  shosha  can 
be  of  service  to  anyone. 

Customer  Rrst 

The  attitude  of  a  sogo  shosha 

is  never  "Here  is  what  we  have, 

why  don't  you  buy?" 

Instead,  it's  "Tell  us  what  you  want 

and  we'll  find  it  for  you." 

We  feel  that  it  is  the  duty 

of  sogo  shosha  to  answer 

customers'  wants  and  needs  in 

a  speedy  and  efficient  manner. 

Our  secrets  are  simple. 

And  they  work. 

RESOURCE  DEVELOPMENT 


INFORMATION 


ORGANIZING 


CONTRACTING 


DISTRIBUTION 


TRANSPORTATION 
Fpo  <a  Tio.v  OF  JOINT  VENTURES 

Sogo  Shosha  Comn^ittee 

Japan  Foreign  Trade  Council,  Inc. 

World  Trade  Center  BIdg  .  6th  Floor, 

2-4-1 ,  Hamamatsu-cho,  MInato-ku,  Tokyo  1 05,  Japan 

Chon  Company,  Ltd.  Mitsui  &  Co  ,  Ltd. 

C  itch  &  Co  .  Ltd  Nichimen  Co.,  Ltd. 

Itoman  &  Co  .  Ltd  Nissho  Iwai  Corporation 

Kanematsu-Gosho  Ltd  Nozaki  &  Co  .  Ltd 

Kawastio  Corporation  Okura  &  Co  Ltd 
Kinsho-Mataichi  Corporation  Sumitomo  Corporation 

Marubeni  Corporation  Toshoku  Ltd 

Mitsubishi  Corporation  Toyo  Menka  Kaisha,  Ltd 


UUP 


Number 
of  Member 
Companies 


ported  almost  as  much  as  it  exported  in 
1979,  with  its  value  of  imports  at  450 
million  dollars.  In  other  words  the  level  of 
domestic  consumption  is  more  or  less  in 
line  with  the  volume  of  production. 

During  the  earlier  years  of  the  1970s, 
ICs  were  used  mainly  in  desk-top  calcula- 
tors, computers,  television  sets  and  other 


audio  equipments.  At  one  time  these 
items  constituted  as  much  as  87%  of  the 
total  demand  for  ICs.  However,  by  the 
end  of  the  decade  the  share  of  these  sec- 
tors in  the  IC  market  had  declined  to 
44%.  A  host  of  other  new  products  now 
account  for  more  than  half  of  the  total 
market.  Automobiles,  watches,  toys, 


cameras,  musical  instruments,  home  ap- 
pliances and  electronic  cash  registers  are 
some  of  these  new  areas.  As  a  result  of 
better  IC-producing  technology  and 
cheaper  microcomputers,  the  most  re- 
cent trend  has  been  to  equip  convention- 
al-type machineries  with  ICs,  thereby 
injecting  into  them  a  self-controlling 
function.  Typical  examples  are  machine 
tools  with  numerical  control,  industrial 
robots,  computer-controlled  car  engines. 


CHANGES  IN  THE  RATIO  OF 
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One  of  the  features  of  computer  use  in 
Japan  is  that  from  the  early  stages  of  their 
application,  they  were  used  more  to  con- 
trol production  processes  in  manufactur- 
ing rather  than  for  office  purposes.  In 
1973,  there  were  in  all  481  computers 
installed  in  the  major  steel  manufacturing 
companies  and  280  of  them  were  utilized 
for  process  control.  In  1979,  the  total 
number  of  computers  installed  had 
grown  to  871 ,  of  which  684  (accounting 
for  79%  of  the  total)  were  used  as  process 
computers.  Meanwhile,  the  number  in- 
stalled for  office  use  has  even  been  on  the 
decline. 


Why  not 
invest  in  Japan? 


Nomura  is  a  superb  consultant  for  your  securities  investments. 


THE  KEYS  TO  UNDERSTANDING  JAPAN'S  ECONOMIC  GROWTH 


GROWTH  POTENTIAL 

•  High  savings  ratio 

•  High  plant  and  equipment  investment  GNP  ratio 

•  High  productivity 

SOCIAL  FACTORS 

•  Effective  management 

•  Good  labor-management  relations 

•  High  worker  morale 

•  High  level  of  education 

•  Good  government  business  cooperation 


POLITICAL  STABILITY 

•  Stable  conservative  government 

•  Strong  Democratic  Tradition 

ENERGY  EFFICIENCY 

•  High  energy-saving  consciousness 
(Target;  7%  saving  per  year) 

•  High  degree  of  energy-saving  technologies 


Timely  information  is  more  important 
today  than  ever  before.  NOMIIRA  recog- 
nizedthe  importance  of  research  years 
ago  and  began  to  gather,  categorise,  and 
analyze  business  data. 

Original  research  is,of  course,an  impor- 
tant source  of  information.  NOMl'RA 
was  the  first  .Japanese  company  to  set  up 
an  internal  research  deparment. 

In  1965,  NOMURA  established  the  Nomura 
Research  Institute(NRI)as  an  independent 
company.  NOMURA  ha.s  researched  and 


accumulated  information  of  technical  and 
engineering  in  novations  social  structures  and 
systems, environmental  systems  and  over- 
seas business  projects. 
NRI  also  rejiearches  and  forecasts  economic 
outlooks,  especially  related  to  the  capital  mar- 
kets of  the  major  trading  nations  and  the 
world  economy. 

NOMURA  a  reliable  expert  in  the  finan- 
cial world, is  ready  to  help  your  investment 
in  Jap:in.  .\ll  this  Ls  available  to  you  .... 
at  Nomura  Securities. 


ONOMURA 

THE  NOMURA  SECURITIES  CO.,  LTD. 
HEAD  OFFICE:  Tokyo,  .lAI'AN 
WORLDWIDE  NETWORK  New  York,  Los  Angeles,  London,  Amsterdam,  Zurich, 
(ieneva.  I'aris,  Hong  Kong,  Singapore  and  l(i  others 


VAST  USE  OF  COMPUTER- 
CONTROLLED  SYSTEMS 

One  of  the  most  striking  examples  of 
computer  controlled  systems  is  seen  in 


the  Nissan  Motor  Company's  Zama 
plant.  Computer-controlled  robots  han- 
dle the  welding  work  on  a  series  of  differ- 
ent Datsun  models  with  the  number  of 
welding  points  ranging  from  2,000  to 


3,000  on  each  model.  On  the  average, 
96%  of  the  welding  is  done  by  these 
robots. 

In  its  most  modernized  plant  at  Numa- 
zu,  Fujitsu  controls  its  computer  assem- 
bly operation  by  computers.  Its  own 
computers  control  the  work  that  goes  on 
in  the  final  assembly  workshop,  where  60 
to  1 00  large  scale  computers  are  normal- 
ly in  production.  Correspondingly,  only 
about  the  same  number  of  workers  can  be 
found  on  the  premises.  Computerization 
has  reaped  admirable  results  in  elimina- 
ting defects  as  well  as  in  labor  savings. 
Final  testing  of  the  completed  machine  is 
also  done  by  computer-operated  testing 
equipment  which  can  complete  in  three 
hours  a  series  of  tests  that  would  take  an 
experienced  workman  three  years  to 
finish. 

Matsushita  Electric,  a  top-ranking  con- 
sumer electronics  company,  created 
Panasert,  its  computer-controlled  inser- 
tion machine,  to  automate  the  process  of 
inserting  electronic  components  into  cir- 
cuit boards.  In  its  Panasert-equipped  TV 
assembly  plant  at  Ibaraki,  Osaka,  defects 
are  down  to  0.5%  of  total  finished 
products. 

Such  increasing  use  of  computer- 
controlled  systems  is  encouraging  IC 
manufacturers  towards  even  higher 
levels  of  production  and  technology.  In 
turn,  progress  and  improvement  in  IC 
manufacture  contribute  to  still  better 
quality  and  higher  efficiency. 

ANOTHER  SOURCE 
OF  DYNAMISM— 
THE  TRADING  COMPANIES 

Along  with  manufacturing  investment, 
one  cannot  overlook  the  role  of  the 
sogoshosha  when  speaking  of  the  growth 
of  today's  Japanese  economy.  These  trad- 
ing companies  are  already  well  known 
for  their  unique  function,  hitherto  unpar- 
alleled in  the  world,  and  their  existence 
has  been  a  key  source  of  economic  de- 
velopment in  post-war  Japan. 

During  the  days  of  post-war  recovery 
in  the  1950s,  the  sogos/ios/7a supplied  the 
Japanese  economy  with  those  materials 
and  equipment  which  were  so  much  in 
demand,  selecting  among  a  global  array 
of  suppliers  those  with  the  lowest  prices 
and  the  highest  quality.  During  this 
period,  the  sogoshosha  was  a  means  of 
linking  Japan's  needs  with  worldwide 
supply  sources.  In  the  1960s,  these  trad- 
ing companies  developed  a  second  func- 


A  resource 
for  resources 


Efficient  use  of  Icnown  resources 
and  exploration  for  new  ones  are 
more  important  today  than  ever 
before.  The  Banl<  of  Tokyo  itself 
is  an  excellent  resource  for 
such  activities.  It  offers 
clients  a  wide  range  of 
international  finance 
functions. 

You  are  assured  of 
reliable  services  to  meet  p 
your  specific  needs  by  ; 
the  priceless  assets  of  ! 
experience,  diversified 
activities  and  tested 
resources  of  the  Bank  of 
Tokyo.  Knowledgeable 
bankers,  investors  and 
businessmen  know  that  the  Bank 
of  Tokyo  is  the  proven  Japanese 
specialist  in  international  finance. 

With  its  own  extensive  world- 
wide network,  the  Bank  of  Tokyo 
is  an  important  part  of  the 
international  network  that 


determines  the  direction  of 
today's  global  economy.  We 
invite  you  to  use  our 
resources  for  your  own  pur- 
poses. 


Active  on  all  five  continents — 


©Leaders  in  international  banking  since  1880  
BANK  OF  TOKYO 


If  youVe  never  heard  of  Fujitsu 
take  a  look  at  tomorrow 


Here  it  is:  a  picture  of  tomorrow.  We  took  it  at  Fujitsu.  To  show  you  what  we  mean. 
What  do  we  mean? 

We  mean  computers.  Fujitsu  is  the  number  one  computer  maker  in  Japan,  the  second 
largest  computer  market  in  the  world. 

We  mean  telecommunications.  Fujitsu  is  one  of  the  world's  leading  telecommuni- 
cations companies. 

We  mean  microelectronic  devices.  Fujitsu  is  a  major  developer  of  semiconductors 
and  other  advanced  electronic  components. 
And  what  does  this  mean? 

It  means  that  we  are  a  high  technology  company.  That  we  have  the  resources  and 
the  proven  capacity  to  develop  tomorrow  today.  It  means  that  we've  been  to  the  future  the 
children  you  see  on  this  page  will  know,  and  have  come  back  to  tell  you  that  everything's  fine. 

We'd  like  to  tell  you  more.  And  as  time  goes  on  we  will;  in  the  next  months  and 
years  you'll  be  hearing  a  lot  more  aboilt  Fujitsu. 

In  the  meantime,  please  remember  this:  Fujitsu  means  computers.  And  telecommu- 
nications. And  microelectronic  devices.  Fujitsu  means  state-of-the-art  products  whose  quality 
and  reliability  cannot  be  surpassed.  Fujitsu  means  33,000  employees  working  around  the 
world,  and  pulling  together  to  make  the  world  work.  But  more  than  all  else  Fujitsu  means 
tomorrow. 

We  at  Fujitsu  spend  most  of  our  time  in  tomorrow.  It's  an  exciting  place,  an  untapped 
country  of  heretofore  undreamed  potential.  And  with  the  technology  we  are  perfecting  today 
we  can  take  you  there. 


Tomorrow  is  an  exciting  country. 
We  can  take  you  there. 


FUJITSU 


BY 


PRESTIGE  IS 
THE  PALACE 
THE  PALACE 


Presfige  begins  at  the  Palace  Hotel  It's  the 
iHeal  base  for  your  business  tnp 

A  home  from  home  where  you're  in  charge 
Our  superbly  trained  staff  is  at  your  service 

Try  us  for  service  Trv  us  for  our  cuisine 

We're  the  Palace  Hotel,  nght  by  the 
ImjK'nal  Palace 


TOKYO  JAPAN 


MsMo  Yoahihara:  Prosidont  &  General  Manager 
11-1  Marunouchi,  Chiyoda  ku.  Tokyo,  Japan    Tel  (03|  211  5211 
Telex   0222-2580  Palace  J    Cable  PALACEHOTEL  TOKYO 

Auoclate  Member  of  CIGA HOTELS 
Our  RepraMntativet: 

UTELL  INTERNATIONAL  Cnll  800  ??3  9868  loll  tree  (Coniinenlal  U  S  only) 
Nf^  >i"k  I.-    ,.'1.  I    '  /  ^93'  &  ulhiM  m<i|or  cilios  in  Europe 
LOEWS  REPRESENTATION  INTERNATIONAL.  INC./ 

Call  800  m  .'169  loll  Iree  (Continental  US  only)    Los  Angelas- Tel  (213)  843-3070 

MnnbnolGoUniTidlpHaMk 


tion:  that  of  putting  Japan's  manufactured 
«oocJs  both  in  the  domestic  and  interna- 
tional market  places. 

Now  with  the  experience  of  the  global 
rcc  ession  following  the  first  oil  shock  be- 
liind  them,  the  so^'os/)r;s/)<is  are  keen  to 
f'xpand  their  third  function  of  acting  as 
intermediaries  for  trade  between  third- 
world  countries.  The  ratio  of  these  trans- 
actions to  total  trading  activity  of  the  16 
major  trading  companies  has  risen  from 
H.2%  infiscal  1977  to  10.2%  infiscal  79. 
In  short,  the  role  of  Japan's  sof^oshoshas 
today  is  to  organize  global  business  in- 
formation. "Sogoshoshas  are  the  link  be- 
tween the  world's  producers  and  the 
world's  users,"  says  Mr.  Yoshio  Katagiri, 
Chairman,  Sogoshosha  Committee  of 
The  Japan  Foreign  Trade  Council,  Inc. 
and  Executive  Vice  President  of  C.  Itoh 
and  Co.,  Ltd. 

If  companies  with  similar  functions 
were  to  be  established  in  the  United 
States,  Japan's  sogoshoshas  are  willing  to 
cooperate  in  their  development.  There 
are  positive  ramifications  to  this  willing- 
ness to  help  competitors  grow.  Says  Mr. 
Y.  Katagiri,  "If  the  U.S.  were  to  have  its 
own  trading  companies,  this  would  mean 
expanded  business  opportunities  for 
Japanese  sogoshoshas  as  well." 

Today,  the  sogoshoshas  are  involved 
in  a  variety  of  activities  other  than  com- 
modity trade.  They  include  capital  trans- 
actions, the  transfer  of  human  resources 
and  of  management  know-how.  Further- 
more, there  has  been  a  steady  increase  of 
capital  flow  from  Japan  to  the  U.S.  in 
recent  years  and  as  Mr.  Hiromune  Mina- 
gawa.  Managing  Director  of  Mitsubishi 
Corporation,  points  out,  "This  is  not  a 
concession  to  any  'pressure'  from  the 
U.S.,  but  the  outcome  of  a  logical  and 
constructive  extension  of  the  economic 
relationship  between  the  two  countries. 
The  sogoshoshas  are  in  a  good  position  to 
pinpoint  such  investment  opportunities 
and  to  take  advantage  of  them  to  create 
new  trade  flows." 

Whereas  the  manufacturer,  with  its 
advanced  technology  and  high  efficien- 
cy, can  be  likened  to  the  muscles  of  a 
healthy  human  body,  the  sogoshoshas 
can  be  said  to  comprise  the  nervous  sys- 
tem of  the  Japanese  economy.  The  in- 
creased flow  of  oil  money  into  Japan  is 
obviously  linked  to  this  strength  of 
Japan's  manufacturing  muscle  and  to  the 
sensitivity  of  its  nerve  organs.  These  qual- 
ities will  enable  the  economy  to  meet  the 
high  expectations  implied  by  the  mass 
inflow  of  OPEC  capital. 


Leaders  Go  With  a  Leader:  Nikko 


Tokyo  has  grown  into  one  of 
the  world's  most  important 
capital  markets,  and  Nikko 
Securities  can  help  you 
take  full  advantage 
of  all  its  possibili- 
ties. One  of  ^ 
these  is 
Nikko's 


.v-V':."'''-''!'*"^-. 


managmg 
of  yen- 
denominated  ''•v'^"' 
bond  issues  for 
various  governments 
and  institutions  from 
around  the  world;  while  in 
a  new  departure,  Nikko  led  the 
syndicate  of  Japanese  securities 
firms  by  acting  as  managing  under- 
writer for  public  offering  of  dollar  bonds 
in  Tokyo,  the  first  of  its  kind.  By  accu- 
rately gauging  the  market  situation  and 
each  client's  needs,  Nikko  has  the  finan- 


cial techniques  to 
do  more.  That  is  why 
leaders  from  all  over  the 
globe  come  to  Nikko.  With 
sixty  years  of  experience  as  a 
major  financial  institution,  Nikko 
has  the  resources,  the  contacts,  and 
the  placing  power.  Above  all,  Nikko 
has  earned  trust  and  confidence  the 
world  over  for  its  truly  professional 
services  as  a  financial  advisor  and 
managing  underwriter. 


An  integrated  approach  to  investment  and  finance 

NIXKD 


THE  NIW©  GROUP 


The  Nikko  Securities  Co.,  Ltd. 

3-1,  Marunouchi  3-chome,  Chiyoda-ku,  Tokyo,  Japan    Tel.:  283-2211    Telex:  J22410   Cable:  NIKOSE  TOKYO 
Overseas  Representative  Offices:  Paris,  Singapore 

The  Nikko  Securities  Co.  International,  Inc. 

New  York:  140  Broadway,  New  York,  N.Y.  10005    Tel:  747-9800   Telex:  232861    Cable:  AMENIKOSE  NEWYORK 
San  Francisco:  Bank  of  America  Center,  555  California  Street,  Suite  2640,  San  Francisco,  Calif.  94104   Tel:  981-3120 

Telex:  034731    Cable:  AMENIKOSE  SANFRANCISCO 
Los  Angeles:  800  Wllshire  Boulevard,  Los  Angeles,  California  90017   Tel:  626-7163 

The  Nikko  Securities  Co.,  (Europe)  Ltd.:  London  The  Nikko  (Switzerland)  Finance  Co.,  Ltd.:  Zurich  The  Nikko  Securities 
Co.,  (Deutschland)  GmbH:  Frankfurt  am  Main  The  Nikko  (Luxembourg)  S.A.:  Luxembourg  The  Nikko  Securities  Co. 
(Asia)  Limited:  Hlong  Kong    Oceania  Capital  Corporation  Limited:  Sydney 


OUTLOOK  OF  THE  JAPANESE  EC< 

(annual  average  change,  %) 


FY  1974-1979 

FY  1980-1985 
HIGH  LOW 

1  CNP  nominal 

11.5 

10.2 

9.5 

1  CNP  real  term 

4.4 

4.7 

4.2 

1       rersondi  \„oiibuiTipuoii 

4  9 

4.2 

3.9 

1      Private  Investments 

2.3 

7.7 

6.1 

1      Government  Expenditure 

5.2 

-0.1 

-0.1 

Exports 

1 1.4 

7.5 

7.1 

1      less:  Imports 

5.5 

4.4 

4.2 

Industrial  Production 

2.4 

4.6 

4.1 

Consumer  Prices 

9.3 

6.6 

6.4 

CNP  Deflator 

6.8 

5.3 

5.1 

Source;  Mitsubishi  ReseJtffmsf 


OUTLOOK  FOR  THE  EARLY  1980s 

In  the  1974-1979  six-year  period  be- 
tween the  two  oil  crises,  Japan's  econo- 
my grew  by  an  annual  average  4.4%. 
Since  corresponding  growth  rates  in  the 
U.S.  and  in  Germany  were  2.5%  and 
2.4%  respectively,  the  4%  growth  of  the 
Japanese  economy  played  a  leading  role 
in  sustaining  expansion  in  the  industrial 
area.  Nonetheless,  the  actual  content  of 
Japan's  CNP  growth  in  this  period  does 
not  imply  an  altogether  wholesome 
economy.  Owing  to  the  need  for  capital 
stock  adjustment,  business  investments 
were  unable  to  contribute  substantially  to 
growth  with  an  increase  of  only  2.3%  per 
annum  after  adjustment  for  inflation. 
Government  spending  (5.2%  annual 
growth)  and  exports  (1 1 .4%  growth  per 
anrlum)  had  to  become  the  leading  fac- 
tors of  CNP  growth.  The  outcome  of 
these  developments  was  a  series  of  trade 
problems  with  the  U.S.  and  with  the  EC 


countries,  the  burden  of  heavy  borrowing 
by  the  public  sector  and  accelerated  in- 
flation (annual  average  9.3%  increase  in 
consumer  prices)  at  home. 

The  results  of  our  medium-term  projec- 
tion for  the  1980-85  period  show  that 
given  average  growth  of  around  3%  in  the 
volume  of  crude  oil  imports  (and  if  oil 
price  increases  can  be  maintained  within 
reasonable  limits),  the  Japanese  econo- 
my will  be  able  to  achieve  CNP  growlh 
rates  similar  to  those  posted  in  the  pre- 
ceding six  years.  Our  forecast  looks  for  an 
annual  4.2  to  4.7%  growth  in  1980-85. 
Moreover,  as  opposed  to  the  latter  1 970s, 
growth  in  the  coming  years  is  expected  to 
have  a  basically  more  sound  and  healthy 
content. 

The  principal  factor  that  supports  this 
outlook  is  that  private  investments  are 
expected  to  grow  by  comparatively  high 
rates  of  increase  ranging  between  6.1% 
to  7.7%.  Unlike  the  1960s  when  building 
up  production  capacity  was  the  predomi- 


nant aim  of  capital  spending,  the  bulk  of 
future  investments  will  be  targeted  on 
rationalization  and  improving  efficiency. 
On  the  other  hand,  burdened  by  the 
heavy  debts  of  the  preceding  years,  gov- 
ernment spending  will  be  down  to  vir- 
tually zero  growth.  Thus,  with  a  smaller 
government  sector  and  increased  vitality 
in  the  private  sector,  much  of  the  infla- 
tionary pressure  is  expected  to  diminish, 
creating  hopes  for  more  moderate  rates  of 
price  increases  compared  to  the  late 
1970s.  Exchange  rate  developments 
must  obviously  be  taken  into  account  in 
projecting  the  rate  of  inflation  and,  given 
the  high  degree  of  international  confi- 
dence currently  enjoyed  by  the  econo- 
my, our  assumption  for  the  yen  rate  is  for 
an  upward  trend  for  some  time  to  come. 

All  of  these  factors  appear  to  ensure  for 
Japan  an  economic  performance  over  the 
future  that  would  be  difficult  to  match 
elsewhere  in  the  world.  Limiting  one's 
scope  of  view  to  the  1980's,  this  might 
well  be  the  case.  But  it  must  be  pointed 
out  that  this  is  by  no  means  the  total 
picture.  In  terms  of  land  space  and 
domestic  resources,  Japan  is  one  of  the 
poorest  of  countries.  It  is  a  well  known 
fact  that  Japan  relies  almost  totally  on 
external  sources  for  its  energy  supply. 
From  the  point  of  view  of  natural  and 
economic  stock,  Japan's  global  ranking 
as  a  nation  would  not  be  at  all  high.  Japan 
can  display  its  strength  only  where  flow 
concepts  such  as  CNP  are  concerned. 
And  for  a  country  of  this  type,  free  trade  is 
the  very  basis  of  its  existence.  The  major- 
ity of  the  Japanese  business  public  are 
well  aware  of  these  facts. 

Says  Shigeo  Yamamoto,  general  man- 
ager of  the  corporate  planning  office  at 
Matsushita  Electric,  "The  basic  powers  of 
the  United  States  are  so  much  greater 
than  ours.  Once  the  U.S.  really  gets 
down  to  restructuring  its  economy,  we 
can  be  no  match  for  them." 

Of  major  significance,  too,  is  the  fact 
that  a  strong  industry  in  the  U.S.  is  to 
Japan  a  crucial  source  of  vital  expansion. 
"Without  a  healthy  competitor,  Japan's 
steel  industry  would  eventually  lose  its 
vigor."  Such  a  statement  by  Mr.  Y. 
Kumagai  of  Sumitomo  Metals  is  an  apt 
comment  not  only  for  the  steel  industry 
but  also  for  the  Japanese  economy  as  a 
whole. 
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A  BUSINESS  PARTNER 
YOU  CAN  DEPEND  ON. 


If  you've  never  thought  of  a 
copier  as  a  business  partner,  you've 
never  owned  a  Minolta  EP  310. 

First,  the  EP  310  is  incredibly 
dependable.  Its  short,  straight  paper 
path  makes  the  EP  310  practically 
jcmproof. 

And  the  EP  310  is  extremely 
intelligent.  Its  self-diagnostic  system 
tells  you  what  needs  replacing  or 
refilling.  And  if  something  needs 
repairing,  the  EP  310  tells  you  what 
to  tell  the  repairman  over  the  phone. 

Next,  the  Minolta  EP  310  is  eco- 
nomical. It  has  a  recycling  system 
that  saves  you  money  on  toner  and 


an  automatic  standby  mode  that 
saves  you  money  on  energy.  The 
EP  310  even  saves  space.  It's  right  at 
home  on  a  desktop. 

The  Minolta  EP  310  is  also  very 
impressive  in  the  way  it  performs. 
Thanks  to  its  special  micro-toning 
system,  the  EP  310  delivers  copies 
that  are  clear  and  detailed  from 
edge-to-edge.  On  any  kind  of 
paper  including  letterhead,  lined 
yellow  paper,  billing  forms  and 
overhead  transparencies.  In  sizes 
from  5V2"  X  8  V2"  to  10  V4"  xl4". 
Even  copying  three-dimensional 
objects  like  books  is  no  problem. 


So  if  you've  never  thought  of 
a  dependable  Minolta  EP  310  as  a 
business  partner,  it's  time  you  did. 

For  the  authorized  Minolta  dealer 
nearest  you,  look  for  our  trade- 
mark under  "Copying  Machines  and 
Supplies"  in  the  Yellow  Pages 
or  contact  Minolta  Corporation, 
Business  Equipment  Division, 
101  Williams  Drive,  Ramsey,  NJ 
07446.  In  Canada:  Minolta  Business 
Equipment  (Canada)  Ltd.  , 
Scarborough, Ontario. 

Call  Toil-Free  800-526- 
5256;  New  Jersey,  Call  201- 
797-7808. 
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Problem:  When  the  200-iiiile  limit  went  into  effect, 
an  island  nation  of  flsh-lovers 
had  to  learn  to  eat  more  chicken. 

Problem-solver:  Marubeni.  We're  troubleshooters. 


only  is  It  inexpensive, 
it,  is  a  food  that 
lends  itself  to  mass- 
production. 

Realizing  this, 
Maruheni  set  about 
importing  the  basic 
broiler  production 
know-how  and  equip- 
ment and  led  the  way 
in  establishing  a  whole 
new  industry  in  Japan. 

In  a  short  time,  this 
initiative  has  brought 
about  a  revolution,  chang- 
ing the  diet  of  the  Japanese 
people  and  ending  the  era  of 
smaU-scale  poultry  production. 
Thanks  to  Marubeni  and  several 
other  of  the  top  sogo  shosha, 
poultry-raising  in  Japan  is  now  in 
the  hands  of  efficient  business 
organizations  and  full-time 
farmers  specializing  in  broiler 

production.  And  chicken, 
which  used  to  be  a 
luxury,  is  now 
an  item  of  daily  con- 
sumption. 

Annual  broiler  pro- 
duction in  Japan  has 
reached  600  million 
birds,  roughly  six  for 
every  Japanese  person. 
In  1979  broiler  production 
stood  at  1.35  million  tons, 
a  startling  fifteen- fold 
increase  over  the  89 
thousand  tons  produced  in 
1965,  when  the  sogo  shosha 
began  their  race  to  launch  the 
broiler  business. 
Only  a  firm  with  the  scope 
and  expertise  of  Marubeni  could 
have  organized  the  development  of 
a  whole  new  mdustry  like  this:  dis- 
patching bulk  carriers  to  import 


For  centuries  fish  has  been  a 
staple  of  the  Japanese  diet.  From 
its  warm  seas  and  plentiful  rivers, 
Japan  drew  almost  unlimited  vari- 
eties of  delicious  fish:  pike,  bonito, 
mackerel,  sardines.  So  important 
has  fish  been  to  traditional 
Japanese  eating  habits  that, 
whereas  meat  is  a  relatively  recent 
addition  (and  an  item  stiLL  often 
dispensed  with),  fish  has  been 
considered  an  indispensable  part 
of  every  meal  -  even  breakfast. 

In  recent  years  Japan's  fishing 
Industry  has  plied  the  waters  far 
beyond  Japan  in  search  of  this 
favorite  Japanese  source  of 
protein.  But  when  the  200-mile 
fishing  limit  went  into  effect  in 
1976,  suddenly  the  world's 
number-one  fish-eaters  had  to 
look  elsewhere  for  their  protein. 
A  low-cost,  alternative  source  had 
to  be  found  for  a  most  essential 
nutrient. 

That  was  the  problem,  and 
once  again  Marubeni  was 
the  problem-solver. 

As  one  of  Japan's 
leading  sogo  shosha, 
with  a  worldwide 
network  and  a 
long  history  not 
orJy  of  general 
trading  but  of 
developing  and 
managing  inte- 
grated systems, 
Marubeni  was 
one  of  the  first 
to  recognize 
the  potential  of 

the  lowly  chicken  as  an  answer  to 
Japan's  dietary  woes.  The  low- 
calorie,  high-protein  broUer 
chicken  is  about  a  fifth  the  price 
of  beef  and  half  that  of  pork.  Not 

Marubeni 
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feed  grains,  acquiring  the  neces- 
sary technology,  establishing 
hatching,  growing,  and  process- 
ing facilities,  and  setting  up 
nationwide  distribution  networks. 

In  dealing  with  such  technical 
questions  as  the  crossing  and 
breeding  of  the  original  broUer 
stock,  Marubeni  drew  upon  its 
vast  experience  in  handling  a  wide 
range  of  commodities,  while  our 
foodstuffs  department  obtained 
the  technical  assistance  of  poultry 
experts  with  whom  it  had  long 
been  associated.  Marubeni's 
financial  strength  provided  for 
the  construction  of  huge  poultry 
houses  and  processing  plants, 
as  wen  as  for  the  extensive 
systems  needed  for  a  stable  supply 
from  contract  farmers. 

Setting  up  a  fuUy  integrated 
system  to  coordinate  aU  these 
complicated  logistics  was  nothing 
new  for  Marubeni.  With  annual 
sales  of  $33.6  billion,  and  10 
thousand  people  in  176  offices  in 
84  countries  around  the  world, 
we're  much  more  than  a  general 
trader.  We're  a  problem-solver. 


ink  the  cosmetics  business,  like  its  custom- 
r,  is  getting  too  mature  to  be  attractive? 
member,  this  industry  sells  hope. 

Toiletries 
and  cosmetics 


I  ccoRDiNG  TO  CONVENTIONAL  WISDOM,  Companies 
\  making  cosmetics  and  toiletries  are  not  only  profitable, 
^  they're  reliably  so.  Despite  six  post-World  War  II  reces- 
s,  sales  have  increased  every  year  since  1932.  Last  year,  for 
nple,  the  industry  had  sales  of  $15.6  billion  in  the  U.S.,  up 
I  over  1979  in  spite  of  the  business  slowdown.  The  reason? 
metics  and  toiletries  are,  so  the  usual  explanation  goes, 
•xpensive  pick-me-ups  for  women  who  may  have  to  curtail 
•r  forms  of  spending." 

expensive  and  discretionary  as  such  items  may  still  be — 
n  compared  with  autos  and  appliances — some  analysts 
believe  that  changing  demographics  and  a  changing  econ- 
'  may  bring  those  days  of  dependable  profitability  to  a  close 
inakers  of  cosmetics  and  toiletries. 

hat  boosted  the  industry  last  year,  such  skeptics  insist, 
I  price  increases,  12%  or  more  for  many  firms.  "Virtually 
)f  the  12%  growth  in  sales  in  1980  resulted  from  price 
eases,"  says  one  analyst,  "not  implied  unit  growth."  De- 
:  the  seeming  prosperity,  concurs  Jack  Salzman,  cosmetics 
yst  at  Smith  Barney,  "the  cosmetics  business'  unit  sales 
;  been  down,  or  flat  for  the  best  companies." 
ather  than  magically  defying  economic  gravity,  unit  de- 
id  in  the  industry  is,  and  always  has  been,  fairly  closely 
;ed  to  real  income.  In  the  past  several  decades,  whenever 
has  been  a  decline  in  real  income,  there  has  been  an 
al  decline  in  unit  sales.  And  inflation,  which  shrinks  real 
me  no  matter  where  the  industry  is  in  the  business  cycle, 
avates  and  progressively  worsens  the  decline  in  consumer 
basing  power. 

"he  difficulty,"  says  Diana  K.  Temple  of  Wertheim  &  Co., 


"is  that  during  the  early-to-mid-Seventies,  unit  growth  in  this 
industry  was  far  greater,  about  4%  annually,  because  real 
income  growth  in  the  economy  was  stronger.  [Now]  unit 
growth  has  slowed  down  in  line  with  the  real  income  trend. 
That  makes  it  a  tougher  environment  for  all  the  companies 
operating."  The  result?  "We  are  seeing  this  industry  become 
increasingly  price-sensitive  now,"  says  Salzman,  "as  the  result 
of  a  real  consumer  puUback." 

Historically,  when  consumers  pulled  back,  the  industry  pro- 
tected its  profitability  by  price  increases — an  easy  way  to 
maintain  margins — as  it  did  last  year.  But  if  real  income 
growth  slows  in  the  future,  that  may  no  longer  be  so  easy.  The 
truth  is,  consumer  acceptance  of  price  increases  may  have  had 
more  to  do  with  demographics  than  with  changes  in  either 
income  or  the  discretionary  nature  of  cosmetics  purchases. 

During  the  Sixties  and  the  early  Seventies,  the  teenage 
population  grew  four  times  faster  than  the  overall  population, 
and  this  gave  the  industry  a  huge  new  market  to  sell  to.  New 
users  inevitably  have  greater  impact  on  consumption  than 
increased  consumption  by  current  users.  And  when  the  new 
user  is  a  teenager  there  is  a  double-whammy  effect:  Teenagers 
use  more  sorts  of  cosmetics,  toiletries  and  fragrances  than  the 
average  adult. 

Then,  too,  the  growth  rate  of  the  25-  to  45-year-old  age 
group — whose  population  grew  very  fast  during  the  Sixties  and 
early  Seventies — is  slowing  down.  This  group,  the  biggest 
spenders  on  cosmetics,  also  provides  the  models  that  adoles- 
cents emulate  in  their  buying  habits.  Thirdly,  the  number  of 
women  entering  the  labor  force  is  beginning  to  slow  down. 
The  result  of  these  population  changes,  some  analysts  predict: 
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Rrdsticks  of  management  performance 
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Unit  growth  rates,  usually  double  that  of  GNP,  may  now  only 
equal  it. 

These  gloomy  demographics  don't  faze  executives  in  the 
mdustry,  however.  Charles  Chapman,  president  of  the  health 
and  beauty  products  division  of  Chesebrough-Pond's,  says, 
"We  have  seen  shifts,  but  not  drastic  changes  in  the  buying 
habits  of  the  consumer."  Sometimes  a  decline  in  consumers' 
real  income,  Chapman  points  out,  can  work  to  the  manufac- 
turer's advantage.  Unit  sales  of  home  pemianents  actually 
picked  up  when  women  began  treating  their  hair  at  home 
rather  than  in  a  salon.  Furthermore,  some  products,  like  Vase- 
line and  Pond's  cold  cream,  have  had  strong  sales  because 
women  use  them  for  many  purposes  rather  than  buy  special- 
purpose  items. 

Then  there  are  those  who  dispute  the  importance  of  much  of 
the  demographic  statistics.  Paul  P.  Woolard,  senior  executive 
vice  president  at  Revlon,  says,  "Although  the  growth  rate  of 
the  25-year-old-to-45-year-old  group  may  begin  to  slow  down 
this  decade,  this  age  group  is  going  to  be  at  its  maximum  for 
this  whole  decade.  And  this  is  the  group  that  spends  the  most 
on  cosmetics.  Our  prime  target  will  never  have  been  bigger, 
and  will  stay  large  for  some  time.  The  flip  side  of  the  declining 
teenage  growth  rate  is  that  young  people  who  were  in  that 
group  are  growing  older  and  moving  into  the  prime  spending 
group.  There's  room  for  growth  for  most  cosmetics  categories. 
Certainly  in  color  cosmetics  or  fragrances."  Woolard  also 
points  out  that  if  the  growth  rate  of  women  entering  the  labor 
force  is  slowing,  meaning  most  members  of  that  group  are  in 
the  labor  force,  they  are  now  using  far  more  cosmetics  and 
toiletries  than  they  did  as  housewives  or  students. 

Other  industry  spokesmen  point  out  that  much  of  the  demo- 
graphics slights  the  importance  of  new  product  introduction. 
Says  one,  "Look  at  new  product  development.  Conditioners 
were  not  .even  heard  of  as  little  as  five  years  ago.  Now  you  have 
a  major  industry  there,  a  $600  million  industry.  That's  added 
usage,  not  segmenting.  A  whole  new  business.  This  is  an 
industry  characterized  by  new  product  innovation." 


"Even  if  the  toiletries  business  looks  like  it  has  a  fairly 
growth  curve,"  says  Derwyn  F.  Philips,  president  of  the 
sonal-care  division  at  Gillette,  "you  musn't  overlook  the 
that  there  are  some  incredibly  dynamic  segments.  The 
care  and  postshampoo  products  are  not  only  selling  i 
they're  a  focal  point  for  innovation.  The  shampoo  busi 
continues  to  be  marked  by  a  lot  of  new  product  introducti 

"Take  our  Silkience.  That's  a  premium-price  produc 
across  the  country.  That  product  has  been  a  resounding  sue 
in  a  time  when  some  people  would  have  you  believe  consul] 
are  either  hiding  their  money  or  don't  have  it,  or  both.  Or 
Dry  Idea,  our  roll-on  antiperspirant.  Dry  Idea  sells  at  a  | 
premium  to  practically  any  other  roll-on.  And  it's  the  big 
thing  to  hit  that  category  since  aerosols  were  introduced 
Sixties.  Why?  Because  people  didn't  want  to  have  to  go  arc! 
flapping  their  arms  to  dry  off  their  deodorant  before  put 
their  clothes  on.  We've  got  a  lot  of  new  products  on  the  i 
and  we  look  to  1981  and  1982  as  really  being  a  solid,  heaj 
and  dynamic  growth  period  for  us." 

"Also,  the  expected  value  of  the  customer  going  forward 
middle  age,"  adds  Woolard,  "is  greater  than  that  of  the  mic 
age  customer  who  will  shortly  be  65  or  70.  For  the  next  co^ 
of  decades  the  [fonner]  age  group  will  be  bigger  than 
before.  We'll  constantly  be  replacing  the  customers  who  d 
have  the  cosmetics  and  toiletries  habit  strongly  with  ones  • 
do.  We  see  no  product  category  dymg  out. 

"Our  challenge  is  to  recognize  the  changing  needs  of 
consumer.  As  they  get  older,  their  needs  change.  You  tl 
that,  when  we  have  a  customer  getting  older  and  conce^ 
about  their  attractiveness,  we're  going  to  market  to  he; 
saying,  'Hey,  old  lady,  we've  got  an  old  lady  cream  for  you'i 
way.  This  industry  will  continue  to  be  successful  becau) 
will  continue  to  market  to  its  clientele  by  identifying  \ 
their  needs,  not  their  demographics." 

In  an  industry  where  psychographics — the  mind  sets  o 
customers — has  always  been  the  magic  ingredient,  there 
grounds  for  betting  that  Woolard  is  right. — Steven  Flax 


The  sweet  smell  of  success 


Lest  you  doubt,  even  for  one  moment,  the 
ability  of  the  toiletries  industry  to  come  up 
with  new  product  ideas  to  sell  as  absolute 
necessities,  consider  this  latest  wrinkle:  envi- 
ronmental scents.  Not  content  to  scrub,  de- 
odorize and  perfume  every  imaginable  bodily 
orifice  or  zone,  erogenous  or  not,  the  industry 
is  now  extending  its  come-hither  concern  to 
the  inanimate.  Your  home  or  office  should 
have  a  fragrance  personality,  so  the  pitch  goes, 
just  as  you  do. 

"The  mood  of  today's  consumers  is  olfactory 
conscious,"  says  John  A.  Roberts,  until  recent- 
ly president  of  the  American  subsidiary  of 
Naarden  International  N.V.,  the  $250  million 
(1980  sales)  flavor  and  fragrance  manufacturer. 
"Scented  products,"  he  continues,  "have  rapidly  become  an 
intimate  part  of  their  lives." 

Environmental  scents  aren't  just  a  repackaging  of  the  old, 
negative,  hide-the-stink  stuff.  Those  predecessor  products 
are  now  looked  down  upon.  "Many  of  these  products,"  says 
Miriam  Miller,  a  cosmetics  and  fragrance  marketing  rep  for 
the  Mutual  Buying  Syndicate,  "carry  magic  words,  music  to 
the  ears  of  the  industrious  housecleaners,  like  'disinfects 
while  it  deodorizes.'  "  They  are,  she  says,  dripping  with 
disdain,  "death  to  the  senses.  The  customer  needs  to  be 
rescued  from  the  supermarket  product  he  and  she  are  being 
forced  to  buy  now!" 


Snie/ls  Swell 


No,  this  movement  is  a  positive  one.  To  heal 
former  Naarden  president  John  Roberts  talb 
you'd  think  he  was  urging  ratification  of  thi 
SALT  treaty:  "When  will  we  demand,  as  tas 
payers  and  voters,  from  our  public  official 
control  of  odor  pollution  in  our  total  environ 
ment?"  He  mentions  the  many  malodors  ii 
the  streets,  the  filthy  dumpsters,  trash  cans 
bus  emissions  and,  horrors,  the  smells  of  fast 
food  establishments.  "I  don't  have  to  tell  you,' 
he  says,  "the  role  that  fragrance  could  play  t( 
improve  this  situation  dramatically.  Whai 
about  scented  gasoline  for  buses  and  taxis 
Scented  plastic  trash  cans  and  trash  bags,  an< 
scented  filters  to  absorb  unpleasant  restaurani 
emissions.  'Fragrances  have  been  developed 
The  technology  is  available.  The  next  step  is  for  us  a 
citizens  to  demand  them." 

Last  fall  Macy's  opened  an  environmental  scent  shop  ii 
its  main  store,  and  Bloomingdale's  and  others  quickly  fol! 
lowed.  The  choice  of  products  already  is  staggering:  frai 
grance  fountains,  potpourris  to  sew  into  the  hems  of  cur 
tains,  vaporizers,  incense,  scented  candles  and  sachets,  no 
to  mention  "aromatherapy"  pillows.  Whether  to  have  on« 
signature  scent  for  your  home  or  a  wardrobe  of  fragrances  i! 
your  problem.  But  shouldn't  our  bedrooms  smell  romantid 
not  merely  bacteria-free?  Just  ask  the  profit  motive.  Th( 


answer  is,  emphatically,  yes. — S.F. 
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(  i/i  i  (  cir/sdir  I  nii  vi  sitv  i>i  Minnesota  sophomore. 


Curt  Carlson, 
when  did  you  start  reading 

The  Wall  Street  Journal? 


"In  1934,  when  1-was  studying  econom- 
ics at  Minnesota,"  says  Curtis  L.  Carlson, 
Chairman  of  Carlson  Companies  Inc.,  "I 
learned  just  how  useful  reading  The 
Journal  could  be.  It's  a  lesson  I've  never 
forgotten. 

"I  relied  on  The  journal  for  valuable 
business  information  when  I  started 
the  Gold  Bond  trading-stamp  bus 
iness  in  1938. 

"Toda\,when  I've  got  a  num    ^ ' 
ber  of  different  businesses  to 
run,  I  rely  on  it  even  more.  I 
just  wouldn't  be  without 
The  Wall  Street  Journal 
at  my  desk  every  bus- 
iness dayf' 

Page  after  page 
of  valuable,  useful 
business  informa- 
tion from  all  over 
the  world— up-to- 
the-minute,  insight- 


ful, unbiased— gathered  every  business 
day  by  the  world's  largest  staff  of  busi- 
ness news  experts.  That's  The  Journal. 

Fresher  business  news  than  any 
weekly  or  biweekly  or  monthly  can 
give  you.  More  business  news,  in  more 
breadth  and  detail,  than  any  daily  news- 
paper's business  section  can  give 
you.  That's  Thejournal. 

Information  you  can  use,  in 
your  job,  every  single  business 
'*   day.  That,  above  all,  is  The  Wall 
Street  Journal. 

Curt  Carlson  wouldn't 
be  without  Thejournal  at 
his  desk. 

And  neither  should 
you.  Start  reading  The 
Journal  every  business 
day. 

Today.  Curt  Carlson,  Chairman 
of  the  Board  of  Carlson  Com- 
panies Inc. .Minneapolis,  MN 


The  Wall  Street  Journal. 

All  the  business  news  you  need.  V^en  you  need  it . 

Have  The  Journal  delivered  every  business  day.  One  year,  $17.  Or  36  weeks  for  «55  Call  toll-free  800  .i'i8-')9<)')  except  in  Hawaii  and  Alaska  ( In  California, 
800-862-4999).  Or  write:  The  Wall  Street  Journal.  200  Burnett  Kriatl,  Chicopee.  Massachusetts  01021.  ©  1980  Uow  Jones  &  Company,  Inc.  All  Rights  Reserved. 


Given  present  cost-price  relationships  and  tax 
laws,  the  U.S.  steel  industry  is  no  longer  viable. 
So  says  U.S.  Steel's  David  M.  Roderick.  But  that 
may  he  beginning  to  change. 


Steel 


THE  $50  BILLION  STEEL  INDUSTRY  iS  the  MiSSiSSippi  of 
industries — slower  growing  and  lower  profit  than  even 
the  railroads.  But  ttaough  crities  have  tended  to  blame 
mismanagement,  corporate  arrogance  and  technological 
wrongheadedness,  the  industry  itself  has  alw^ays  claimed  it  was 
being  hurt  primarily  by  a  host  of  misconceived  government 
actions — from  wage-price  controls  and  too  stringent  environ- 
mental regulations  to  short-sighted  tax  policies  and  lax  en- 
forcement of  import  restrictions.  Plagued  by  recession  and 
heavy  import  competition,  most  U.S.  companies  lost  millions 
from  steel  operations  for  much  of  last  year,  but  there  were 
some  signs  that  a  more  congenial  governmental  climate  was  in 
the  making. 

The  agreement  between  U.S.  Steel  and  the  Carter  Adminis- 
tration establishing  a  new  trigger-price  mechanism  (which 
effectively  sets  a  minimum  price  for  imported  steel),  as  well  as 
the  prospect  of  more  enlightened  tax  policies  under  the  incom- 
ing Reagan  Administration,  may  prove  the  foundation  on 
which  a  modernized  and  competitive  steel  industry  can  be 
built.  To  find  out  how  the  industry  itself  assesses  its  prospects, 
Forbes  sat  down  recently  for  a  chat  with  the  head  of  the 
industry's  biggest  and  least  profitable  company,  U.S.  Steel's 
outspoken  chairman,  David  M.  Roderick. 

Roderick:  I  think  what  happens  depends  on  the  tax  proposals 
Reagan  makes  and  what  that  does  to  the  economy.  I  believe 
the  Reagan  people  are  sensitive  to  the  steel  problem.  When  Mr. 
Carter's  steel  policy  was  announced,  Reagan  made  the  com- 
ment that  it  looked  like/'w  steel  policy  and  that,  if  anything,  it 
did  not  go  far  enough. 

What  you're  suggesting  is  that  Reagan's  tax  policies  can  make  a 
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Til 
wen: 


really  big  difference  for  your  itidusliy 

What  most  people  do  not  keep  in  mind  is  that  only  a 
30%  of  the  steel  in  this  country  relates  to  current  consii 
tion — cans,  automobiles,  that  type  of  thing.  All  the  rest,  '. 
finds  its  way  into  capital  goods — buildings,  bridges,  equipn 
and  so  forth.  So  if  you  get  a  tax  bill  that  is  supply-side  oriei  nt 
if  it  stimulates  investment,  it's  going  to  be  a  very  pos  bi^ 
thing  for  the  steel  industry. 

The  steel  iinlustry  has  been  critical  of  goi  eniinent  policy  ^ 
long  time,  at  least  since  Kennedy  and  Roger  Blough  nearly  car 
blows  over  prices. 

The  Kennedy  confrontation  was  probably  the  most  dran 
change  of  attitude  on  the  part  of  the  government.  But,  frai 
all  administrations  since  then  have  failed  to  recognize 
was  happening  in  the  world  and  to  provide  any  final  name 
leadership.  Their  perception  of  what  was  a  competitive  itematio 
system  internationally  is  really  quite  shocking.  When  yoi 
the  inflation  that  we  have  had  and  realize  we  still  have  ; 
system  that's  based  on  original  book  value  and  useful  life  r 
than  a  capital  recovery  concept,  you  can  understand  why, 
capital-intensive  industry,  we  have  paid  a  horrendous  pric 
the  economic  deficiency  of  our  taxmakers. 

What  sort  of  price? 

The  steel  industry  has  been  in  involuntary  liquidationftdapoti 
tainly  for  the  last  15  or  20  years.  Its  depreciation  and  p  iliabi 
margins  have  been  totally  inadequate  to  reproduce  the  s  att 
capacity  in  modern  facilities.  So  there  has  been  an  absc  las,  cc 
liquidation  of  total  capability  to  the  industry. 

So  your  profits,  such  as  the)'  were,  were  overstated  becau.^^[\n 
ifiadecfuate  depreciation  Wen  those  profits  were  partly  taxed 
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Yardsticks  of  management  performance 


Profitability 

Growth  1 

Earnings 

Return  on  equity 

Return  on  total  ca 

pital 

Sales 

per  share 

latest 

debt/ 

latest 

.net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-y. 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rani 

Armco 

12.3% 

1 

14.4% 

0.3 

10.37o 

1 

8.8% 

4.4% 

11.9% 

10.6% 

2 

LTV 

11.7 

2 

20.4 

2.2 

7.6 

5 

5.2 

1.4 

8.6 

6 

16.7 

1 

Kaiser  Steel 

9.4 

3 

23.8 

0.6 

14.7 

2 

6.8 

13.7 

8.1 

8 

5.4 

3 

Inland  Steel 

9.0 

4 

1.7 

0.4 

2.2 

3 

6.8 

0.7 

10.8 

3 

1.4 

4 

National  Steel 

7.2 

5 

6.2- 

0.4 

4.9 

4 

5.5 

2.4 

11.6 

2 

0.4 

5 

Republic  Steel 

5.3 

6 

1.4 

0.3 

1.5 

6 

4.3 

0.6 

10.3 

4 

-0.8 

6 

Bethlehem  Steel 

3.2 

7 

4.0 

0.4 

4.0 

7 

3.3 

1.5 

8.4 

7 

-21.1 

7 

United  States  Steel 

0.0 

8 

dcf 

0.4 

def 

8 

1.3 

def 

9.4 

5 

-55.9 

8 

Industry  medians 

8.1 

5.1 

0.4 

4.5 

5.4 

1.5 

9.9 

0.9  1 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note:  Explanation  of  Yardsticks  calculations  on  page  49 
def:  deficit. 
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igyou  of  the  cash  flow  needed  to  modernize  and  rebuild. 
at's  right. 

'he  same  time,  you  haven't  gone  out  of  your  way  to  win  favor 
the  government.  The  Carter  Administration  asked  you  not  to 
■ntidumping  claims  against  European  steelmakers  in  1979, 
.'ou  went  right  ahead  a>id  did  so.  Why  was  it  necessan'? 
the  three  years  before  the  President  took  office  |1974-76] 
rts  were  about  13%  of  total  consumption.  In  the  first  year 
presidency  imports  jumped  to  almost  18% .  There  was  an 
ational  perception  that  Carter  was  not  going  to  be  sensi- 
to  the  import  problem.  The  President  reacted  by  installing 
irst  trigger-price  system.  But  it  was  not  well  structured, 
t  was  not  enforced, 
tried  to  get  the  Administration  to  reform  the  trigger- 
system.  The  Economic  Policy  Committee  finally  came 
vith  the  position  that  if  any  dumping  suits  were  filed  they 
Id  discontinue  the  trigger-price  mechanism.  Well,  they 
atened  me  with  discontinuing  something  that  wasn't 
cing.  The  fact  that  they  revamped  it  pretty  well  indicates 
e  were  massive  defects.  It  also  showed  the  Europeans  and 
rs  that,  if  a  voluntary  administrative  procedure  was  not 


'ypoi  |;ing,  the  industry  didn't  have  to  sit  there  being  abused. 


The  industry!  complains  of  unfair  foreign  competition.  How  is  it 
unfair? 

Let  me  give  you  an  example  of  the  massive  extent  of  subsi- 
dies. People  debate  whether  the  Europeans  are  dumping. 
That's  a  joke!  A  total  joke!  In  the  last  five  years  the  losses  of 
five  of  the  seven  largest  steel  producers  in  Europe  have  totaled 
$14.5  billion.  That  is  the  equivalent  of  the  total  net  worth  of 
the  seven  largest  steel  companies  in  the  U.S.  We  would  have  all 
been  bankrupt.  Not  one  of  them  is  bankrupt  and  not  one  of 
them  has  discontinued  exporting  into  this  country.  Now,  how 
do  you  stay  in  business  when  you  lose  $14.5  billion?  Very 
easily,  if  your  government  keeps  giving  it  to  you.  They're  not 
competitive  with  us.  They  abuse  this  market  when  they  come 
here  and  sell  under  our  prices  and  under  their  cost. 

.SY/(  /'  g<  'i  rn/ments  obviously  place  a  high  value  on  maintaining  a 
viable  steel  i)idustry.  But  you're  not  suggesting  that  the  U.S.  should 
irrovide  some  sort  ofsi<lj\iily  itscIT'' 

You  cannot  permit  a  government,  which  has  the  power  to 
pay  for  its  foolishness,  to  compete  with  private  enterprise.  See, 
the  marvelous  thing  about  the  free  enterprise  system  is  that 
you  can  be  as  foolish  as  you  wish  to  be,  but  failure  is  the 
discipline  of  the  system.  When  you  take  it  out,  or  when  a 
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"Either  the  Japanese  were  extremely  clever ..." 


lus  f  n 


itiirai  ne  reason  the  steel  industry  has  had  so  much  difficulty  in 
tting  much  government  help  with  its  problems  is  that 
dustry  and  Washington  don't  see  these  problems  in  quite 
iiii§e  same  way.  Take  Richard  N.  Cooper,  a  specialist  in 
temational  trade  at  Yale  who  came  to  Washington  four 
;ars  ago,  was  Under  Secretary  of  State  for  Economic  Af- 
irs  in  the  Carter  Administration,  and  who  will  be  retum- 
g  to  academia,  though  to  Harvard  rather  than  Yale,  after 
e  Administration  shuts  down  in  January. 
Cooper  disagrees  that  the  newly  revamped  trigger-price 
echanism  will  do  much  for  the  industry's  problems  be- 
use,  as  he  sees  it,  it's  designed  to  solve  only  one  problem, 
in  id  a  potential  problem  at  that — dumping.  "When  people 
I  and!  Ik  about  dumping,  all  too  often,  they  mean  competition 
at  they  have  difficulty  meeting."  Dumping,  Cooper  ex- 
ains,  consists  of  either  selling  a  commodity  overseas 
:low  the  price  it  sells  for  in  the  home  market  or  selling  at 
low  the  cost  of  production  plus  a  normal  8%  profit, 
tidumping  legislation  should  quash  the  pricing  of  exports 
variable  or  out-of-pocket  costs,  but  if  anybody  has  done 
at.  Cooper  hasn't  been  able  to  find  any  evidence. 
"If  I  were  European  or  Japanese,"  he  says,  "I'd  put  it  the 
her  way  around.  The  Americans  have  a  tremendous  advan- 


ider  Secretary'  of  State  Richard  N.  Cooper 

ut  problem  isn't  "dumping";  it's  bad  management. 


tage  because  when  demand  slackens,  they  can  lay  off  part  of 
their  labor  force.  That's  an  accepted  practice  in  the  U.S.  In 
Japan,  it  is  not.  Therefore,  the  wage  bill  becomes  a  fixed  cost 
for  the  Japanese  whereas  it  is  a  variable  cost  for  a  U.S.  firm. 
That  leaves  the  U.S.  firm  much  better  off  when  it  comes  to 
rolling  with  the  punches  of  fluctuation  in  demand." 

Cooper  gives  short  shrift  to  the  notion  that  the  U.S. 
industry  is  at  a  competitive  disadvantage  because  the  Japa- 
nese subsidize  their  steel  industry.  "I  came  into  the  govern- 
ment in  the  first  year  of  the  Nixon  Administration,  and  we 
pulled  out  all  the  stops  to  find  Japanese  subsidies.  As  far  as  we 
could  tell,  either  the  Japanese  were  extremely  clever  in 
figuring  out  ways  to  subsidize,  or  it  was  a  complete  fabrica- 
tion by  the  U.S.  industry — i.e.,  scapegoatism." 

Cooper's  suspicions  are  clear.  He  argues  that  U.S.  compa- 
nies— steel  excepted — have  had  little  difficulty  in  competing 
overseas,  state-subsidized  competition  or  no.  "If  you  actually 
look  at  our  trade  performance,  it  has  been  fantastic.  The  fact 
is,  we  can  compete  and  arc  competing.  Even  countries  that 
are  trying  to  produce  computers  and  civil  aircraft  to  compete 
with  us  continue  to  buy  our  products  in  ever  greater  volume. 
Obviously,  we  don't  want  to  accept  a  regime  in  which 
American  business  has  to  compete  on  equal  terms  with  the 
entire  fiscal  systems  of  other  countries." 

Cooper  also  denies  the  Japanese  were  able  to  win  their 
edge  because  between  1945  and  1970  the  yen  was  underval- 
ued by  the  U.S.  for  foreign  policy  reasons,  just  as  he  also 
denies  that  the  U.S.'  foreign  economic  policies  have  been 
designed  to  serve  foreign  policy  rather  than  economic  ends. 
"If  I  wanted  to  be  provocative,  I  would  say  it  has  been  too 
much  influenced  by  domestic  special  interests.  There's  a 
perfectly  good  economic  policy  case,  as  well  as  a  foreign 
policy  case,  for  going  to  free  trade.  We  have  not  gone  to  free 
trade.  We  have  worked  for  what  is  called  an  open  trading 
system  in  which  one  tries  to  minimize — not  eliminate — 
the  government  impediments  to  trade.  We  have  done  that 
on  the  assumption  that  it  is  good  economic  policy  and  good 
foreign  policy.  And  that's  an  assumption  that  has  been,  by 
and  large,  shared  by  the  other  industrial  countries." 

If  it's  not  govemment  intervention,  government  compe- 
tition, dumping,  subsidies  or  currency  disparities,  what's 
the  steel  industry's  basic  problem?  Cooper  has  an  answer 
for  that  too:  pure  and  simple  bad  management.— S.N.C. 
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U.S.  Steel  cbairnuai  David  M  Roderick 

The  problem  isnt  bad  management;  it's  the  UJS.  government. 

government  subsidizes  economic  foolishness,  you  begin  to 
destroy  the  free  enterprise  system. 

The  new  trigger-price  mechanism  will  protect  you  for  five  years  by 
imposing  poialties  whenever  imported  steel  prices  drop  below  cer- 
tain specified  levels.  Will  that  give  the  steel  industry'  emmgh  [n-otec- 
tion  to  penjiit  it  to  regai>i  its  competitive  muscle? 

I  think  you  could  get  a  good  start  at  it.  Keep  in  mind,  we  are 
competitive  today  for  our  market.  There  are  only  a  few  coun- 
tries in  the  world  that  can  serve  this  market  as  economically  as 
we  can.  But  can  we  further  modernize  and  lower  our  costs 
more?  The  answer  is  yes. 

Can  you  really  claim  to  be  competitive  when  analysts  say  that 
Japanese  production  costs  are  at  least  14%  lower  than  the  U.S. '? 

They're  saying  their  costs  are  Xov^^xin  japan .  But  they've  got 
to  load  it,  they've  got  to  ship  it,  they  have  a  little  duty  to  pay 
too.  We're  merely  taking  our  truck  and  running  it  50  miles  up 
the  road.  There's  a  tremendous  difference. 


Emmgh  to  offset  their  production  cost  advantage? 

More  than  enough. 

Critics  of  the  American  steel  industry  claim  that  unfair  j^ 
competition  is  less  important  than  an  unwillingness  on  the  /| 
the  industry  to  adapt  to  new  technologies.  The  point  has  heen\ 
that  17%  of  steel  made  in  the  I'.S.  is  still  made  by  the  open  \ 
process,  which  hasn't  been  used  in  Japan  in  years,  and  that  onlj 
is  made  by  the  continuous  casting  process,  vs.  50%  in  Japan. 

That's  not  an  indictment.  When  you  say  we  haven't  pu 
many  continuous  casters  as  the  Japanese,  that's  true.  If  vt 
the  cash  flow  in  the  steel  sector,  would  we  have  more  cai 
Yes.  If  we  had  the  cash  flow,  would  we  still  have  17% 
hearths?  No.  It  gets  back  again  to  that  very  simple  pro 
that  it  wasn't  what  you  invested  in  that  was  bad.  It  was  m 
that  you  didn't  have  enough  to  do  all  the  thmgs  that  you 
should  do  to  accelerate  your  modernization.  It's  that  sim 

What  does  the  industry  need  t(j  he  viable?  Is  it  viable  today 

I  think  at  its  present  cost-price  relationship  and  wit 
present  tax  laws,  the  answer  would  clearly  be  no. 

But  not  because  your  costs  are  out  of  line.  Because  yoiM 
price  your  product  adequately  in  the  face  of  subsidized  i\ 
competition. 

What  we  really  need  is  volume,  and  volume  is  a  funct 
making  sure  that  the  imports  market  is  not  continuing 
all  the  growth  and  that  all  the  opportunity  is  not  goi 
subsidized  plants  abroad.  That's  number  one.  Secondl 
have  to  get  an  improved  tax  code  that  will  permit  accek 
depreciation  and  the  types  of  things  that  will  help  bring  all 
greater  cash  flow  so  that  you're  not  taxing  phantom  pi 
And  thirdly,  there  has  to  be  an  improvement  in  the 
margins  over  and  above  what  we  have  been  able  to  expei 
in  recent  years.  All  three  of  these  things  have  to  happen, 
get  one  without  the  others,  it's  not  going  to  be  effective.  I 
fail  to  happen  then,  quite  obviously,  you're  going  to  h 
shrinking  steel  industry. 

Even  one  strike,  and  you're  out.  It's  not  a  very  encour 
prospect.  — Subrata  N.  Chakravarty 


Ifs  been  down  so  far  for  so  long,  there  may  be 
no  other  place  for  it  to  go  but  up. 


Specialty  steel 


DAVID  M.  Roderick,  chairman  of  U.S.  Steel,  seems 
content  that  some  progress  has  been  made  in  strength- 
ening the  U.S.'  basic  steel  industry  through  a  reconsti- 
tuted trigger-pricing  mechanism.  But  no  such  optimism  per- 
vades the  specialty  steel  segment  of  the  business,  which  was 
specifically  excluded  from  the  TPM  provisions.  The  specialty 
steelmakers — which  turn  out  products  like  stainless,  tool 
steels  and  high-temperature  alloys — have  been  under  attack  by 
import  competition  every  bit  as  remorseless  as  that  which 
afflicts  basic  steel  itself,  and  TPM,  curiously  enough,  is  likely 
to  hurt  more  than  it  will  help. 

For  the  view  from  the  other  end  of  the  industry,  Forbes 
talked  with  William  H.  Knoell,  president  of  Pittsburgh's 
Cyclops  Corp.,  one  of  the  four  largest  U.S.  specialty  steel 
companies. 

The  specialty  steel  industry  is  far  stronger  than  the  basic  steel 


industry.  Why  are  you  so  concerned  about  not  being  included 
trigger-price  mechanism? 

Knoell:  Because  historically  we  have  had  as  severe  or 
severe  problems  with  imports  than  carbon  steel  has.  Untl 
voluntary  restraints  period  in  1966-67,  we  really  didn't  haj 
import  problem.  The  voluntary  restraints  were  simply  tori 
agreements  with  the  rest  of  the  world  on  how  much  steell 
could  ship.  Foreigners  had  only  a  tonnage  limitation,  sol 
switched  to  the  higher-valued  specialty  products,  and  wl 
clobbered.  Total  tonnage  of  imported  steel  went  downl 
imported  specialty  steels  went  way  up.  We  are  very  concJ 
that  there  will  again  be  a  deflection  to  specialty  steels  beil 
of  the  restraint  on  carbon  steel.  It's  sort  of  like  declariil 
open  season." 

Why  weren't  you  included  in  the  TPM? 

It  was  an  accident  of  timing  that  the  initial  trigger  p| 
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'^Competition  makes  for  better 
health  care.  It's  just  that  simple!' 

Donalds.  MacNaughton,  Chairman  of  the  Board,  HCA 

Competition  has  always  had  the  effect  of  mak- 
ing man  strive  toward  improvement.  It  shouldn't 
come  as  a  surprise  to  anyone  that  this  is  true  in 
the  hospital  industry,  as  well. 

"There's  no  question  that  free  enterpnse  has 
had  a  healthy  impact.  The  modern  management 
systems  HCA  has  developed,  plus  the  financial 
and  professional  resources  we  bring  to  problem 
solving,  benefit  all  hospitals.  Competition  has 
brought  a  positive  new  dimension  to  hospital 
operations  -  the  result  has  been  improved 
health  care  in  an  environment  of  cost- 
consciousness. 

"HCA  operates  more  than  1 80  hospitals 
in  29  states  and  six  foreign  countries.  And  in 
each  of  them  HCA  people  demonstrate  every 
day  their  commitment  to  their  communities, 
their  concern  for  quality,  and  their  compassion 
"Through  the  efforts  of  such  people,  HCA 
has  never  lost  sight  of  its  primary  objective  and 
responsibility:  providing  each  community  we 
serve  with  health  care  of  the  highest  possible 
quality." 

For  further  information  write  Hospital  Cor- 
poration of  America,  One  Park  Plaza,  Nashville, 
Tennessee  37203. 

Hospital  Corporation 
of  America 


MM 


came  out  in  1977.  We  had  gone  to  the  International  Trade 
Commission  earher  and  had  already  won  quotas  [from  1976  to 
February  1980).  So  there  was  no  reason  to  include  specialty 
steels.  The  level  of  imports  in  specialty  steels  has  generally  run 
at  a  higher  level  than  basic  carbon  steel.  Take  stainless  bars.  In 
1975,  before  the  quotas,  imports  were  23%  of  sales.  Carbon 
steel  was  maybe  14%  to  15%.  During  the  quota  period  bar 
imports  dropped  to  15.9%  but  m  the  first  six  months  of  1980, 
since  quotas  ended,  they  have  jumped  back  to  20.1%.  We  are 


saying  that  the  import  level  runs  a  very  great  risk  of  jum 
right  back  to  the  high  levels  that  existed  when  we  first  bro 
our  case. 

Is  the  specialty  steel  iminstry  behind  the  rest  of  the  ivorl 
technologv  "and  mudemizatiuri? 

By  and  large,  we  believe  we  are  the  world's  low-cost  pro 
cr.  There  haven't  been  the  basic  changes  in  technology 
the  basic  steel  industry.  We  have  as  good  equipment  as  thej 
anywhere  m  the  world. 


The  solution  that's  not  a  solution 


Toe  to  tue  with  the  Japanese 


America's  most  profitable  steel  com- 
pany doesn't  want  government  help, 
trigger-price  mechanisms  or  other  im- 
port protection.  It  competes  with  the 
Japanese  on  equal  terms,  and  it 
doesn't  face  the  same  problems  as  the 
rest  of  the  industry  because  it  has 
deliberately  built  its  company  to 
avoid  them.  The  company  is  Nucor,  a 
minimill  producer,  with  three  mills,  I 
million  tons  of  steel  output,  a  net  in- 
come of  about  $45  million  on  $480 
million  in  sales  and  a  30%-to-40% 
return  on  stockholders'  equity.  Unlike 
the  big  integrated  companies  with  mines,  coke  ovens  and 
blast  furnaces,  Nucor  operates  off  scrap  in  modem  electric- 
arc  furnaces  and  continuous  casters. 

Nucor 's  basic  advantage  is  that  in  building  the  company 
President  F.  Kenneth  Iverson,  55,  was  able  to  start  from 
scratch.  As  a  result,  his  production  costs  are  considerably 
lower  than  either  the  industry  average  or  his  Japanese 
competition.  "Our  average  plant  is  something  like  4'/2  years 
old,"  he  says,  "and  we  have  been  able  to  take  advantage  of  all 
that  new  technology."  Using  innovations  like  continuous 
casting,  Iverson  has  held  his  energy  costs  at  $38  a  ton,  vs  $60 
to  $70  a  ton  at  the  average  U.S.  mill.  Better  still,  he  has  held 
his  labor  costs  to  $50  a  ton, ;  s.  an  estimated  $  130  a  ton  for  the 
eight  top  steelmakers.  He's  done  that  by  locating  his  mills  in 
such  unlikely  places  as  Norfolk,  Neb.,  Jewett,  Tex.  and 
Darlington,  S.C.,  where  he  doesn't  have  to  hire  union  labor  or 
put  up  with  union  work  rules.  Swapping  incentive  payments 


for  productivity,  Nucor  paid  its  hour! 
workers  at  Darlington  an  average  t 
more  than  $22,000  last  year, 
$23,800  for  the  industry. 

With  such  a  cost  basis,  Nucor  hi 
been  as  price-competitive  as  any  Japj 
nese  or  British  exporter.  "If  it  takes 
price  cut  to  take  an  order,  they'll  tak 
it,"  says  Drexel  Bumham  Lambert  ai\ 
alyst  David  Healy,  "and  since  they  aij 
probably  the  lowest-cost  steelmak^ 
in  the  world,  they  can  afford  to  cut 
Which  may  be  why  between  1974  an 

  1979  Nucor's  sales  increased  167^ 

while  production  tripled.  With  such  price  flexibility,  Ni 
cor's  prices  on  most  of  its  products  are  already  below  tl 
trigger-pricing  levels  designed  to  keep  out  imports.  Sm; 
rods,  for  example,  sell  at  $290  a  ton,  vs.  the  $350  to  $37 
trigger-pricing  level.  Over  time,  says  Iverson,  trigger  pricin 
won't  make  U.S.  steel  competitive,  it  will  only  keep  price 
artificially  high,  encourage  manufacturers  to  relocate  abroa 
and  delay  "the  inevitable  closing  of  8%  to  10%  of  our  stee 
industry  that  is  so  antiquated  it  can  be  neither  modemize 
nor  made  environmentally  acceptable." 

Nucor  has  no  such  problems.  "Over  50%  of  our  market 
are  dominated  by  foreign  steel,"  Iverson  says,  "yet  most  c 
our  market  share  increases  have  been  at  the  expense  c 
foreign  steel."  And  he  adds  jokingly,  "We  could  ship  t 
Japan  but  we  can  make  more  profit  selling  steel  here." 

It's  a  solution  that's  no  solution:  closing  down  much  c 
the  industry  and  starting  all  over  again.— Jon  Schriber 


Specialty  steel 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total 

capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

Company 

5-year 

5- year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-yes 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

ranki 

Nucor 

32.8% 

1 

37.7% 

0.3 

29.0% 

1 

23.6% 

10.3% 

24.3% 

1 

32.2% 

1 

Colt  Industries 

18.2 

2 

17.5 

0.4 

11.5 

5 

11.6 

4.5 

15.2 

2 

15.7 

3 

Carpenter  Technology 

17.9 

3 

17.3 

0.0 

16.1 

2 

16.4 

7.3 

13.2 

4 

20.1 

2 

Earle  M  lotgensen 

17.7 

4 

16.9 

0.2 

14.6 

3 

14.9 

S.7 

10.9 

9 

14.6 

4 

Crane 

16.8 

5 

12.1 

1.0 

7.9 

10 

9.9 

2.9 

6.3 

18 

10.7 

7 

Athlone  Industries 

15.1 

6 

5.3 

1.5 

4.6 

12 

8.3 

1.0 

5.9 

19 

11.6 

6 

NVF 

14.1 

7 

7.9 

2.4 

3.5 

8 

11.5 

2.5 

9.3 

12 

9.5 

9 

Copperweld 

13.4 

8 

10.8 

0.3 

8.4 

9 

10.6 

3.6 

11.7 

7 

4.0 

13 

Central  Steel  &  Wire 

13.3 

9 

8.3 

0.0 

8.0 

4 

13.0 

1.8 

12.4 

5 

12.0 

5 

Hanna  Mining 

13.1 

10 

11.5 

0.2 

9.4 

6 

11.6 

12.8 

8.6 

13 

9.7 

8 

Note:  Explanation  of  Yardsticks  calculations  on  page  49 
P-D:  profit  to  deficit,    def:  deficit. 
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The  Innovators. 

How  one  exchange  created  the  entire  financial 
futures  industry  and  continues  to  lead  it. 


On  the  International  Monetary- 
Market  we  don't  just  exchange 
futures^contracts,  we  ex- 
change ideas.  Our  first  idea 
was  to  create  an  exchange  to 
trade  exclusively  in  financial 
instruments,  a  totally  new 
concept  for  futures  trading  at 
the  time.  This  idea  came  a 
long  time  before  the  first  trade 
was  executed.  There  followed 
several  years  of  intensive 
research,  feasibility  studies, 
consultation  with  industry 
leaders  and  other  prepara- 
tions. The  effort  paid  off. 

On  May  16, 1972,  the  IMM 
was  founded  with  as  much 
fanfare  as  we  could  generate. 
It  was  a  revolutionary  concept 
and  very  few  outsiders  were 
sure  it  would  work.  We  were 
sure.  We  believed  as  Victor 
Hugo  said  "nothing  on  earth 
is  so  powerful  as  an  idea 
whose  time  has  come." 


The  events  of  the  past  eight 
years  have  more  than  sub- 
stantiated that  statement. 
Trading  volume  in  the  first 
twelve  months  of  operation 
was  a  respectable  255,163 
contracts.  In  1979  volume 
exceeded  7730,000  contracts. 

Today  the  IMM  continues  to 
trade  financial  futures  con- 
tracts exclusively  and  offers 
more  of  them,  covering  a 
wide  spectrum  of  the  financial 
world.  It  is  the  only  exchange 
to  service  the  full  range  of 
financial  instruments — for- 
eign exchange,  interest  rates 
and  gold. 

We  do  not  have  to  generate 
fanfare  anymore.  The  finan- 
cial institutions,  businesses 
and  individuals  who  use  the 
IMM  do  it  for  us.  We  are  dis- 
cussed and  repor- 
ted upon  in 


the  media  daily  The  IMM  has 
become  the  pre-eminent 
financial  futures  exchange. 

We  are  not  through  innovat- 
ing. We  presently  offer  con- 
tracts in  eight  major  foreign 
currencies,  90-day  Treasury 
Bills,  1 -year  Treasury  Bills, 
4-year  Treasury  Notes  and 
gold.  But  that  may  be  just  the 
tip  of  the  iceberg.  Contracts 
already  planned  include  Euro- 
dollar Time  Deposits,  Domestic 
CD's  and  the  Standard  & 
Poor's  500  Stock  Index. 

So  if  you  want  to  see  what  the 
future  holds,  keep  an  eye  on 
the  IMM — the  innovators. 

For  more  information,  call 
one  of  the  following  numbers: 
Chicago  312-930-3048, 
New  York  212-363-7000, 
London  01-920-0722.  Also, 
in  the  continental  G.S.  you 
may  call  800-228-2027. 


IMTERNATIONAL  MONETARY  MARKET* 

Division  of  Chicago  Mercantile  Exchange" 

Offices  in  New  York  and  London. 
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Tardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rat 

Allegheny  Ludlum  Inds 

12.1% 

11 

21.1% 

0.7 

lo.ax, 

14 

7.0% 

4.6% 

11.8% 

6 

8.5% 

10 

Northwestern  Steel 

11.7 

12 

7.8 

0.0 

7.7 

7 

1 1  .S 

4.7 

8.4 

14 

-0.6 

15 

Nati  onsl'Stsndard 

10,8 

13 

4.8 

0.2 

4,1 

11 

8.4 

1.7 

9.9 

10 

7.2 

ii 

Lukens  Steel 

7.9 

14 

.VO 

0..? 

15 

6.7 

1.1 

7..S 

15 

3.9 

14 

Interlake 

7.7 

15 

2.4 

O.S 

2.7 

13 

7.0 

0.7 

13.3 

3 

-0.9 

16 

Cyclops 

6.8 

16 

dcf 

0.4 

1.3 

16 

.S.3 

0.0 

9.8 

11 

6.9 

— 
12 

Wheeling-Pitts  Steel 

3.4 

17 

4.9 

0.4 

4.4 

17 

3.4 

1.9 

7.4 

16 

-12.7 

17 

Keystone  Consolidated 

def 

18 

def 

0.4 

def 

18 

0,8 

def 

■  6,6 

17 

P-D 

18 

McLouth  Steel 

dcf 

19 

def 

0,7 

dct 

19 

dcf 

dcf 

1 1.4 

8 

P-D 

18 

Industry  medians 

13.1 

7.9 

0.4 

7.7 

9.9 

2.5 

9.9 

8.5 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note:  Explanation  of  Yardsticlcs  calculatioas  on  page  4V 
P  I)  profit  to  deficit,    def  deficit. 


If  you  have  a  cost  advantage,  why  are  you  concerned  about 
import  competition? 

Because  so  much  of  the  rest  of  the  world's  steel  industry  isn't 
being  operated  with  the  same  criterion  of  earning  a  profit  to  be 
in  business.  They  come  in,  and  they  attack  the  big-volume 
products  that  are  the  underlymg  support  of  our  operations.  We 
at  Cyclops  have  shut  down  our  wire  operation,  we've  shut 
down  our  rod  operation.  We're  concentrating  on  high-tempera- 
ture metals,  things  that  aren't  subjected  to  import  competi- 
tion. The  problem  is  that  these  products  share  facilities  with 
other  products,  and  when  you  lose  the  throughput  of  the  other 
products,  it  begins  to  hurt  your  business. 

When  you  say  the  rest  of  the  world  doesn't  operate  its  steel  industry 
with  the  same  profit  criterion,  I  assume  you  're  talkin}>  about  goi  'em- 
merit  involremeiui' 

After  World  War  II  the  rest  of  the  world  recognized  that  the 
underpinning,  the  guts  of  an  economy,  is  the  steel  industry.  So 
it's  been  nationalized,  socialized  and  government-supported 
throughout  the  world,  more  often  than  not,  even  in  nations 
that  practice  a  market-type  economy. 

But  that's  tu)t  true  in  Japan 

The  lapanese  selected  it  as  a  target  industry  and  funneled 
their  resources  into  it.  The  lapanese  steel  industry  has 
87  cents  of  debt  for  every  13  cents  of  ecjuity.  Well,  that's 
not  the  kind  of  capital  structure  that  a  marketplace  economy 
will  support.  You'd  better  have  a  friendly  banker  if  you're  going 
to  have  that  much  debt  to  equity.  The  lapanese a  friendly 
banker.  It's  their  central  bank.  We're  dealing  with  a  very 
fundamental  issue.  How  is  an  economic  system  that  is  state- 
run — run  for  employment  with  the  taxing  authority  of  the 
nation  being  used  to  provide  the  capital — going  to  interface 
across  an  international  border  with  an  economic  system  over 
here  that  operates  on  a  marketplace  system; 

.S//7/.  the  industry  has  been  spoiding  its  money  on  diivrsification 
and  dividends  instead  of  investing  in  the  industiy. 

When  we  look  at  an  investment  we  look  at  how  much  return 
we're  going  to  get  on  it.  All  during  the  1960s,  there  was  not  an 
attractive  return  to  be  made  investing  in  steel.  But  you're 
saying:  "Well,  you  should  invest  in  steel  anyhow."  Is  that  the 
way  our  marketplace  system  is  supposed  to  work?  Isn't  the 
money  supposed  to  go  to  the  investment  that  shows  a  return? 

The  end  point  of  that  argument  is  clearly  that  you  don't  belong  in 
the  industiy. 

We  have  been  liquidating  capacity.  The  industry  can't  justify 
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investments  in  steel  because  there  isn't  any  profit  in  it^ 
return  in  our  industry  has  been  so  bad  that  it  is  viewec 
terminal  case  in  profitability.  But  it  so  happens  that  we'i 
most  profitable  steel  industry  in  the  world.  We  earned  2.9 
assets  in  1979.  That's  lousy,  isn't  it?  But  it's  a  helluva  lot  tj 
than  1.1%,  which  is  what  the  lapanese  earned.  We've 
liquidating  the  industry  with  that  kind  of  return  on  our  aj 
We  can't  attract  equity — you  know  what  steel  stocks  sa 
There's  something  wrong  with  the  system  when  the 
profitable  steel  industry  in  the  world  can't  justify  investn 
The  steel  industry  in  this  country  isn't  going  to  disappea^ 
if  It  is  going  to  be  run  as  a  nonprofit  operation,  it's  going  t( 
up  as  a  government  operation.  They  are  the  only  people 
run  nonprofit  operations  very  long. 

i:ren  if  you're  covered  by  TI'M,  how  long  ii  ill  you  be  protect 

It  annoys  me  when  you  use  the  word  "protected." 
trigger  price  is  a  trigger  to  investigate  unfair  trade.  That  i 
protection,  because  I  don't  think  unfair  trade  is  something 
you  ought  to  be  subjected  to.  That's  saying  that  the  laj 
comparative  advantage  isn't  working.  The  guy  that  ha: 
higher  costs  is  able  to  take  your  market  for  some  arti 
reason.  I  don't  think  that's  right. 

.SV/7/,  aren  't  we  talking  about  a  perpetual  trigger  price? 

The  openness  of  the  U.S.  market  and  the  fact  that  \^ 
allowed  this  to  happen  for  20  years  has  encouraged  much  q 
rest  of  the  world  to  build  steel  capacity.  This  country  absc 
all  of  that  steel,  and  nobody  raised  any  fuss  about  it.  W 
happened  in  the  last  four  years  is  that  there's  been  a  mes 
delivered  from  this  country.  The  message  is:  Get  your 
damn  house  in  order.  We're  not  going  to  shut  you  out, 
straighten  up,  quit  adding  capacity.  The  message  is  ge 
through.  If  it  had  been  delivered  15  years  ago,  lapan  wou 
have  added  all  that  capacity.  They  would  have  slowed  dovl 
they  are  now  slowing  down.  Europe  is  doing  some  rationa 
tion,  cutting  back  their  capacity.  But  it  can't  get  corre 
ovemight.  The  trigger  price  will  provide  the  rest  of  the  vl 
with  some  time  to  adjust  to  the  fact  that  they're  not  goii 
ship  here.  Then  our  trade  laws  can  be  used  effectively,  bee 
they  can  pick  on  an  individual  situation.  The  problem  tod 
that  the  unfair  trade  is  so  massive  that  our  trade  laws,  as 
are  structured,  can't  deal  with  it.  I'm  bullish  on  steel.  1 1 
the  next  decade  for  the  steel  industry  is  going  to  be  dramat 
ly  different  from  the  last  couple.  At  the  moment  we  happ^ 
be  standing  in  the  bottom  of  a  hole. — Subrata  N.  Chakravart 
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So  far,  American  petrochemical  producers 
have  little  to  worry  about  from  upcoming 
Middle  East  competition.  But  will  it  last? 


Chemicals 


THE  1980s  WILL  BRING  A  CHANGE  to  world  petrochemical 
markets — the  entry  of  developing  countries,  especially 
in  the  Middle  East,  into  the  business.  What  will  that 
mean  to  American  producers?  That's  a  question  they  have 
been  asking  themselves  for  years,  and  nobody  yet  has  an 
answer.  So  far,  only  a  few  plants  have  gone  into  production, 
and  construction  on  the  giant  Bandar  Khomeini  complex  in 
Iran  has  ground  to  a  halt  in  the  latest  holy  war. 

But  Saudi  Arabia  now  has  firm  agreements  for  five  major 
joint  ventures  with  foreign  partners  that  would  bring  3.2 
million  metric  tons  in  net  basic  petrochemical  production  on 
stream  between  1983  and  1985,  and  negotiations  are  in 
progress  for  another  1.5  million  metric  tons  of  capacity.  Ku- 
wait and  Egypt  are  talking  about  building  ethylene  plants, 
Israel  reportedly  is  thinking  of  expanding  its  plants.  Add  to 
that  the  prospect  of  future  petrochemical  development  in 
Mexico,  Canada  and  other  countries  with  plentiful  oil  and  gas 
reserves,  and  the  uncertainties  multiply.  "There  are  a  lot  of 
foreigners  who  could  participate  in  the  world  market  after 
1985,"  says  analyst  Sano  Shimoda  of  First  Boston.  "How  big 
the  numbers  are  has  yet  to  be  determined.  But  I  think  all  the 
American  companies  are  going  to  adjust  their  strategies  to  deal 
with  that." 

For  the  short  term,  at  least,  those  American  producers  are 
not  greatly  worried.  They  point  out  that  the  Saudis,  by  far  the 
biggest  factor  in  the  current  wave  of  Mideast  petrochemical 


development,  have  said  they  want  only  4%  of  the 
market — equivalent  to  about  one  year's  growth  in  world 
demand.  At  first,  most  of  the  output  will  go  to  the  U.S.,  Eu 
and  Japan,  later  to  the  Third  World — the  Mideast,  Africa, 
and  Southeast  Asia.  More  to  the  point,  it  should  mov 
competitive  prices.  The  Saudi  cost  advantage  resulting 
cheap  and  abundant  feedstocks  and  favorable  financing  wi 
offset  by  high  shipping  costs  and  by  the  cost  of  building  in 
Middle  East,  which  can  run  40%  to  60%  higher  than  th 
building  a  similar  plant  on,  say,  the  Louisiana  coast. 

But  producers  are  still  nervous.  A  lot  depends  on  the  Sai 
entering  the  market  in  an  "orderly  fashion,"  as  they 
promised.  Everyone  agrees  that  even  a  4%  or  5%  chunj 
additional  capacity,  if  it  came  during  a  period  of  oversupp 
even  balance  of  supply  and  demand,  could  disrupt  world  pi 
for  a  short  time.  After  all,  a  government-backed  venture 
certain  advantages.  If  the  Saudis  have  trouble  getting  ri 
their  chemicals,  they  can  always  dump  them  on  the  marke 
more  likely,  tic  crude  oil  purchases  to  chemical  purch 
Either  way,  competing  American  petrochemical  expo 
could  get  hurt,  at  least  temporarily. 

"If  all  the  plants  came  in  in  the  same  year,  there': 
question  but  what  there  would  be  some  disruption,"  say 
Mitchell  of  Dow  Chemical,  who  as  director  of  corporate  j 
ning  has  been  following  negotiations  for  Dow's  joint  ven 
with  the  Saudis.  "But  I  don't  think  they  will.  I  don't  thinl* 
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The  largest  of  the  petrochemical  complexes  planned  for 
Saudi  Arabia  is  the  "grass  roots  facility"  at  Al  Jubail,  a  joint 
venture  between  Sabic  (the  state  industrial  development 
company)  and  Shell  (Forbes,  Nov.  24,  1980\  The  main 
inducement  for  American  companies  to  go  into  joint  ven- 
tures with  the  Saudis  has  been  the  promise  of  crude  oil. 
Although  details  haven't  been  worked  out  yet.  Shell  will 
probably  get  on  the  order  of  200,000  barrels  of  crude  a  day, 
which  it  can  use  as  a  source  of  feedstocks  for  its  petro- 


Sahic-Shell  piant  constnictiou  site  at  Al  Jubail 


chemical  plants  at  home.  In  return,  Shell  will  provide  i 
technological  and  marketing  skills  and  training. 

Because  building  a  plant  in  Saudi  Arabia  takes  longer  ar 
costs  more  than  it  would  m  the  U.S.,  the  Saudis  are  offerir 
some  very  attractive  financing:  70%  of  the  $3  billion  con 
plex  will  come  from  loans  provided  by  the  Saudi  goven 
ment  and  commercial  banks.  About  $800  million  in  equi 
will  be  shared  equally  by  the  partners,  Sabic  and  Shell,  w? 
will  split  the  proceeds  on  a  50-50  basis.  The  low  price 
Saudi  natural  gas  feedstocks  will  offset  shipping  costs  ar 
import  duties. 

When  the  complex  gets  into  production  in  1985,  it  w; 
produce  about  1.6  million  metric  tons  a  year  (net)  of  ethy 
ene,  ethylene  dichloride,  styrene,  ethanol  and  caust 
soda — all  basic  petrochemicals  used  as  building  blocks  f 
more  complex  products.  Shell  will  have  the  right  to  mark 
half  the  product;  the  Saudis  will  have  the  right  to  mark 
the  other  half  themselves,  but  will  probably  have  Shell  sell 
for  them  at  first.  Shell  plans  to  bring  most  of  the  chemica 
back  to  Its  own  plants  in  the  U.S.  to  be  refined  into  high 
products — ethylene  dichloride  into  vinyl  chloride  monom 
(a  precursor  of  plastic),  for  example,  and  styrene  into  poU 
styrene.  The  rest  of  the  Al  Jubail  output  will  be  sold  prims 
ily  to  third  parties  in  the  U.S.,  Europe  and  Japan.— J.C. 
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est  plant  will  be  in  until  1985,  and  the  rest  will  spread  out 
|Ween  1985  and  1990."  Target  dates  for  plant  completion 
e  a  way  of  stretching  out  in  the  Middle  East,  where  almost 
arts  must  be  imported  and  working  conditions  are  diffi- 
.  And  besides,  the  U.S.  partners  in  such  ventures  will  be  in 
sition  to  slow  down  the  projects  if  they  see  that  capacity 
be  coming  on  at  a  bad  time.  "The  partners  are  looking  at 
ir  worldwide  balance  of  capacity  needs,"  says  Harry  Flavin, 
)uston-based  analyst  with  Merrill  Lynch.  "They're  plan- 
g  to  fit  this  in,  but  if  the  system  says  'we  don't  need  it,' 
're  going  to  do  their  damnedest  to  make  sure  it  doesn't 
e  until  they're  ready  for  it." 

ne  thing  at  least  seems  certain:  Once  the  Saudis  get 
ir  petrochemical  operations  on  stream,  the  competition 
mount,  especially  for  the  small  but  fast-growing  Third 
Id  markets  the  Saudis  are  aiming  for  over  the  longer 
in.  The  American  and  European  companies  may  find 
mselves  being  pushed  back.  If  nothing  else,  by  the  time 
Saudi  plants  go  into  full  swing,  according  to  Bruce 
<over  of  Chem  Systems,  decontrol  will  have  wiped  out 
it  of  the  competitive  advantage  U.S.  producers  have  had 


because  of  their  price-controlled  feedstocks. 

But  the  problem  is  probably  more  basic  than  that.  As  the 
copper  producers  learned  to  their  grief  in  the  Sixties  and 
Seventies,  private  enterprise  in  competition  with  government 
is  always  at  peril.  Govemments  manage  their  business  enter- 
prises for  purposes  that  have  nothing  to  do  with  profit  or  loss. 
They  go  on  producing  when  they  ought  to  shut  down,  go  on 
expanding  when  the  market  is  already  oversupplied — because 
they  need  to  invest  their  excess  capital  for  lack  of  anything 
better  to  do  with  it,  because  they  have  political  goals  that  have 
nothing  to  do  with  economics.  Perfectly  valid  reasons,  to  be 
sure.  But  such  reasons  can  nonetheless  beggar  the  private 
enterprises  forced  to  compete  with  them. 

The  big  question  is,  what  will  happen  after  1990?  By  then  the 
Saudis  should  be  ready  for  further  expansion,  and  other  petro- 
chem.ical  plants  as  yet  unplanned  in  countries  like  Mexico, 
Canada  or  Brazil  could  be  coming  on  stream.  "Saudi  Arabia  will 
be  the  biggest  factor,  but  it  won't  be  the  only  one,"  says  Dow's 
Mitchell.  "And  if  the  Saudis  decided  to  keep  right  on  expanding 
.  .  . ,"  his  voice  trails  off.  "They  have  said  they  won't.  But  you'll 
never  know  until  1990." — lane  Cannichael 
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Note:  Explanation  of  Yardsticks  calculations  on  page  49. 
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Manhattans  Seventh  Auenue  isn't  what  it  used 
to  be.  The  garment  industry  is  less  of  an 
adventure  and  more  of  a  business. 


Apparel 


LIKE  SOME  OF  THE  FABRICS  IT  USES,  the  apparel  industry  is 
shrinking  its  way  to  strength.  Although  the  number  of 
public  companies  in  the  industry  has  dropped  dramati- 
cally in  the  last  decade,  the  remaining  firms  are  in  better 
financial  shape  and  their  stability  is  giving  a  new  buoyancy  to 
industry  forecasts.  "There  has  been  a  tremendous  consolida- 
tion," says  Joseph  Scheincs,  a  spokesman  for  New  York-based 
Kurt  Salmon  Associates,  the  largest  apparel  consulting  firm. 
"But  there  are  better  players  in  the  game,  and  it  is  beginning  to 
make  a  difference." 

In  1970  there  were  an  estimated  150  public  companies 
making  apparel  in  the  U.S.  Last  year  there  were  just  82.  Out  of 
an  estimated  $43  billion  industry,  the  20  largest  public  compa- 
nies now  do  $11  billion  in  annual  business,  about  25%  of  all 
industry  revenues. 

The  industry's  problems  have  been  mostly  due  to  the  "four 
Is" — imports,  inventories,  inflation  and  interest  rates.  They 
have  made  it  impossible  for  many  companies  to  compete. 

The  most  vexing  area  by  far  has  been  competition  from 
imports.  Over  20%  of  all  apparel  sold  in  the  U.S.  is  now 
imported,  up  from  around  5%  in  the  mid-1960s.  Because  many 
garments  do  not  lend  themselves  to  automation,  less  competi- 
tive firms  have  been  undersold  out  of  business  by  imports.  The 
problem  has  eased  somewhat  recently,  though,  as  importers' 
costs  have  risen. 

Unlike  the  import  threat,  the  inventory  dilemma  is  unique 
to  apparel.  The  variety  of  fabrics,  sizes  and  colors  a  manufac- 
turer must  carry  means  that  as  many  as  100  stockkeeping 
units  are  needed  for  each  style  kept  in  stock.  The  inability  to 
manage  inventories  effectively — the  number  one  problem  at 
many  companies — leads  to  heavy  markdowns,  low  profits  and, 


ultimately,  marginal  businesses.  Kurt  Salmon's  Scheine 
mates  that  a  minority  of  apparel  manufacturers  give  invo 
management  the  attention  it  deserves. 

Inflation  and  interest  rates  have  dogged  apparel  just  ai 
have  other  businesses.  But  the  apparel  business  had 
caught  in  a  double  squeeze.  As  consumers'  discretiona 
come  has  fallen,  the  proportion  of  each  dollar  spent  on  ch 
has  been  going  down,  too.  In  1960,  6.8  cents  of  each  dispc 
dollar  went  into  apparel.  In  1979  it  was  5.5  cents.  "If  the 
continues,  it's  all  over,"  jokes  jay  Meltzer,  who  follows  aj 
at  Goldman,  Sachs.  "There'll  be  nothing  spent  for  appare! 
not  quite  as  bad  as  all  that.  For,  in  absolute  terms,  the 
retail  amount  spent  on  apparel  and  footwear  is  still  incre 
In  1980  it  was  about  $107  billion,  up  from  $99  billion  in  1 

But  those  are  inflated  dollars  and  so  the  fight  for  unit  vc 
is  getting  rougher  and  only  the  strong  can  survive  in  thi 
run.  At  the  top  of  the  list  are  Levi  Strauss  &  Co.  and  Blut 
whose  combined  annual  revenues  of  $4. 1  billion  are  abou 
of  the  industry's  total.  Levi  Strauss  is  already  active  in 
en's  and  children's  wear,  and  recently  broadened  its 
through  its  purchase  of  Koracorp,  the  maker  of  Koret  of 
fornia  sportswear,  Resisthol  Hats  and  Oxxord  Clothes 
Bell,  which  makes  Wrangler  jeans,  last  year  bought  Ja 
sportswear.  The  two  companies  have  employed  the  most 
tive  hedge  against  being  squeezed  by  imports:  knowi 
respected  brand  names.  In  women's  clothes  as  in  jeans, 
must  stock  brands  like  Jantzen  and  Wrangler  because  cu 
ers  ask  for  them. 

But  brand-name  identification  is  not  the  only  reason 
companies  are  successful.  They  are  fighting  the  impor 
nomenon  by  joining  it.  Increasingly,  they  are  selling  mei 


Something  happened 


Wool  looks  like  a  product  whose  time  has  come 
again.  Wool  outfits,  from  preppie  kilts  to  proper 
business  suits,  grace  the  windows  of  department 
stores  more  than  at  any  time  in  years.  Retail 
sales  of  wool  garments  probably  topped  $10  bil- 
lion in  1980,  $4  billion  more  in  constant  dollars 
than  1974's  record  low.  Wool  and  chiefly  wool 
fabric  production  soared  12%  in  the  first  six  ^^■'^  ^  ^ 


months  of  1980,  an  indication  the  trend  will  continue. 

Why  the  new  popularity  of  a  fabric  that  went  out  with  the 
introduction  of  man-made  fibers  like  polyester?  The  Wool 
Bureau,  the  U.S.  arm  of  the  International  Wool  Secretariat, 
has  been  pushing  wool  here  since  1949.  To  promote  the 
virtues  of  wool  in  thousands  of  ads,  it  uses  the  Woolmark 
and  slogans  like  "Wool.  It's  worth  more.  Naturally." 

But  the  Wool  Bureau  couldn't  stop  the  slump  in  demand 
that  bottomed  out  in  1974,  and  it  probably  can't  claim  its  ad 
campaign — reaching  34  million  households — brought  wool 
back.  Something rf/rf  happen,  however. 


"Wool  is  warm,  it  breathes,  resists  stains, 
sists  fire  and  keeps  its  shape  and  color,"  s; 
Thomas  Haas,  a  vice  president  at  the  Wool  1 
reau,  groping  for  some  explanation. 

Because  of  inflation,  people  are  also  looking 
apparel  mor-e  as  an  investment.  On  this  sec 
wool  comes  out  tops.  Says  Haas,  "Today,  peoi 
Wuo/mark        buying  garments  as  they  would  buy  a  car.  1 


days  of  the  fad  garment  are  gone."  In  short,  wool  lasts 

True,  wool  accounts  for  only  2%  of  all  fibers  consumec 
the  U.S.,  but  woolens  and  wool  blends  now  take  a  L 
share  of  the  adult  tailored-apparel  market.  In  coats  they  U 
a  hefty  35%.  That's  bad  news  because  only  half  of  the  w 
used  in  U.S. -made  apparel  is  produced  here.  But  it's  g( 
news  for  U.S.  manufacturers.  Fully  82%  of  wool  and  wc 
blend  menswear  and  87%  of  all  wool  and  wool-blend  \ 
menswear  consumed  in  the  U.S.  are  also  produced  here, 
for  wool  at  least,  consumed  in  the  U.S.A.  probably  me 
made  in  the  U.S.A.,  too. — Alys.sa  A.  Lappen 
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|A  Progress  Report 

n  Borden's 
Investment  Program, 

We  began  restructuring  last  year  to  improve  profitability.  As  step 
one,  we  sold  some  marginally-profitable  commodity  businesses  in  1980. 
Completion  of  our  disposition  program  will  generate  $350  million  in  cash 
which,  combined  with  normal  cash  flow  over  the  next  five  years,  should 
provide  $1.5  billion  for  investment  in  the 
most  profitable  parts  of  the  company. 

We  are  building  and  modernizing 
key  chemical  plants.  We're  expanding 
our  profitable  snack,  main-meal 
foods  and  low-fat,  shelf-stable  dairy 
businesses. 


>t  SI^  Million 
l^\^lGfg>m^n  t 

'-ntt.'l  tzxccrutix'L-  (Mlic 


Through  this  five  year  pro- 
gram we  plan  to  raise  the  rate  of 
return  on  shareholders'  equity. 
Our  goal  is  18  percent. 

The  full  details  of  our 
revitalized  profit  strategy  for 
the  80's  are  contained  in  this 
pampiilet.  For  a  copy,  write 
E.J.  Sullivan,  Chairman, 
Borden  Inc, 
277  Park  Avenue, 
New  York,  NY  10172. 

Our  program  may  give 
you  a  new  idea  for  your  own  investment 
program. 


/ 


£ 


disc  outside  the  U.S.,  or  using  foreign  facilities  to  manufacture 
their  product.  Last  year  Levi  Strauss  sold  $649  million  in 
apparel  in  foreign  markets  in  the  first  nine  months — 32%  of 
total  revenues — and  manufactured  33%  of  its  volume  overseas. 
Some  36%  of  all  Blue  Bell  sales  are  now  outside  the  U.S. 

Smaller,  well-run  companies  are  also  joining  the  import 
parade.  A  prime  example  is  Kennington,  a  $95  million  (sales) 
menswear  company  with  a  34.3%  return  on  equity.  Kenning- 
ton imports  virtually  all  the  apparel  it  sells. 

As  they  grow  more  intcmational,  the  big  companies — and 
successful  small  ones — are  also  diversifying,  in  part  to  hedge 
against  fashion  change.  In  addition  to  Levi  Strauss  and  Blue 
Bell,  others  expanding  their  product  lines  include  Palm  Beach, 
Phillips- Van  Heusen,  Wamaco  and  Interco. 

"This  used  to  be  an  up-and-down  business,  tied  almost 


exclusively  to  fashion, "  says  Robert  Nahas  of  Kurt  Salmon.  I 
he  says,  partly  because  of  such  diversification,  "The  ba 
broader."  This  trend  toward  stability  has  been  given  a  nudgi 
social  phenomenon:  more  flexibility  in  women's  fashion. 
Nahas,  "There's  less  of  a  sheep  mentality  out  there.  The  ind^ 
has  stopped  trying  to  foist  a  single  look  on  the  consumer." 

The  upshot  is  that  the  outlook  for  1981  is  the  best  in  yea 
Kurt  Salmon  survey  of  87  companies  shows  they  believe  con; 
ers  will  spend  9%  more  on  apparel  and  footwear  in  1981  than 
did  in  1 980.  With  prices  expected  to  rise  by  about  77o ,  that  al 
for  2%  real  growth  in  the  industry.  That's  not  what  you  woul- 
heady  growth,  but  it's  enough,  with  the  number  of  i 
shrinking  and  diversification  offsetting  fashion  change! 
assure  a  good  year  for  the  apparel  industry — barring,  of  cou| 
recession  that  turns  into  a  depression. — Carol  E.  Curtis 


Apparel 


Tardsticks  of  management  performance 


Profitability 


Growth 


Return  on  equity 


Return  on  total  capital 


Sales 


Earnings 
per  share 


Company 


5-year 
average 


5-year 
rank 


latest 
12 

months 


debt/ 

equity 

ratio 


latest 
12 

months 


5-yeaT 
rank 


net 

5-year  profit 
average  margin 


5-year 
average 


5-year 
tank 


5-year 
average 


5- 
rail 


Clothing 

Levi  Strauss 
Blue  Bell 
VF 

Interco 

Rapid-American 


34.3% 

25.5 

16.7 

14.8 

12.9 


3 1 .4% 
19.0 
19.3 
14.5 
7.8 


0.2 
0.1 
0.1 
0.2 
2.7 


27.7% 
17.2 
16.5 
12.0 

6.5 


29.3% 
21.5 
14.3 
13.3 
6.4 


8.2% 

4.9 

7.0 

5.3 

1.0 


21.6% 
18.1 

8.4 
10.7 

0.1 


2 
4 
3 
12 


38.-5% 
27.6 

9.2 

9.3 
D-P 


Kellwood 
Cluett,  Peabody 
Hart  Schaffner  &  Marx 
Phillips- Van  Heusen 


12.1 
10.3 
9.4 
5.6 


6.6 
9.0 
10.4 
6.1 


0.9 
0.4 
0.3 
0.7 


5.5 
7.2 

9.2 
5.3 


5 
6 
7 
10 


8.8 
8.7 
8.2 
4.7 


0.9 
2.5 
3.4 
1.4 


8.3 
3.7 
6.0 
3.5 


5 

10 
8 
11 


6.8 
23.2 
8.7 
5.4 


Warnaco 

Manhattan  Industries 
Jonathan  Logan 
Genesco 


5.2 
def 
def 
def 


10 
11 
12 
13 


16.9 
def 
def 
2.0 


0.5 
1.1 
0.3 
1.4 


11.9 
def 
def 
4.2 


9 
11 
13 
12 


5.0 
3.1 
def 
def 


3.3 
def 
def 
0.6 


6.9 
8.3 
4.7 
-4.9 


7 
6 
9 
13 


-114 
P-D 
P-D 
D-D 


Medians 


10.3 


9.0 


0.4 


7.2 


8.2 


2.5 


6.9 


7.8 


Textiles 

Cone  Mills 
Fieldcrest  Mills 
Riegel  Textile 
Reeves  Brothers 
Collins  &  Aikman 


18.1% 

15.8 

14.9 

14.5 

11.8 


18.3% 
11.9 
15.2 
13.8 
7.3 


0.1 

0.5 
0.3 
0.2 
0.3 


16.8% 

8.9 
11.0 
11.7 

5.6 


15.9% 
11.2 
10.8 
12.1 
9.8 


7.27o 

3.4 

4.2 

5.0 

2.3 


11.2% 
10.6 

9.8 

9.3 
10.4 


27.1%  2 

20.3  3 

18.0  4 

16.7  5 

5  2  11 


West  Point-Pepperell 
Dan  River 
Graniteville 
Cannon  Mills 
JP  Stevens 


11.7 
9.7 
9.3 
8.9 


6  14.6 

7  11.7 

8  11.7 

9  9.2 
10  8.3 


0.4 
0.4 
0.3 
0.0 
0.6 


11.1 
8.4 
9.2 
9.1 
6.7 


6 
10 

8 
7 
9 


9.6 
7.0 
7.9 
8.8 
7.0 


3.4 
3.5 
3.6 
4.6 
2.3 


14.7 
6.8 

10.2 
8.5 
9.4 


1 
12 

5 
11 

7 


14.7 
39.4 
1.4 
11.7 
16.4 


Burlington  Inds 
Springs  Mills 
Avondale  Mills 
M  Lowenstein 
United  Merch  &  Mfrs 


8.6 
7.7 
6.5 
1.6 
def 


11 
12 
13 
14 

15 


7,7 
9.3 
8.1 
0.5 
def 


0.4 
0.2 
0.0 
0.6 
4.0 


6.4 
7.6 
7.8 
2.5 
def 


10 
12 
13 
14 
15 


7.0 
6.6 
6.3 
2.8 
def 


2.8 
3.5 
2.3 
0.1 
def 


5.0 
9.3 
9.1 
3.5 
-3.7 


13 
8 
10 
14 
15 


5.5 
13.9 
-1.9 
-9.4 
P-D 


Medians 


9.3 


9.3 


0.3 


8.4 


7.9 


3.4 


9.3 


13.9 


Shoes 

SCOA  industries 
Melville 

United  States  Shoe 
McDonough 
Brown  Group 


29.4% 

28.7 

17.6 

16.4 

14.4 


28.67o 

25.0 

18.3 

11.4 

16.0 


1.0 
0.2 
0.3 
0.1 
0.4 


16.5% 

23.7 

14.5 

10.5 

12.7 


1 7.3% 

26.9 

13.5 

14.1 

11.5 


3.3% 

4.8 

4.0 

3.7 

3.6 


15.1% 

19.8 

12.5 

9.4 

9.7 


64.3% 

22.2 

16.6 

13.0 

11.6 


1 

2: 

31 
4IB. 


Medians 


17.6 


18.3 


0.3 


14.5 


14.1 


3.7 


12.5 


16.6 


Industry  medians 


11.7 


11.4 


0.3 


9.1 


8.8 


3.4 


9.3 


11.7 


All  industry  medians 


15.8 


16. 


0.4 


11.0 


11.1 


5.0 


14.3 


13.9 


Note:  Explanation  of  Yardsticks  calculations  on  page  49. 

P-D;  profit  to  deficit.    D-D:  deficit  to  deficit.    D-P:  deficit  to  profit;  not  ranked,    def  deficit 
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^er  a  decade  in  the  doldrums,  domestic 
nstruction  is  beginning  to  boom  again. 

Construction 
contractors 


URiNG  MUCH  OF  THE  1970s,  the  Construction  industry 
il  earned  its  bread  and  butter  overseas.  Money  pouring 
into  the  oil-soaked  Middle  East  was  quickly  converted 
billion-dollar  refineries,  petrochemical  complexes  and 
[i  vs^hole  cities.  But  now  at  a  time  when  U.S.  engineering 
I  construction  giants  like  Fluor,  Parsons  and  Bechtel  are 
J.g  hard-pressed  by  European  and  Asian  competition  abroad, 

fndustry  is  on  the  verge  of  what  could  turn  into  a  Middle 
like  explosion  in  work  right  here  at  home, 
"he  pickup  in  domestic  refining  activity  already  under  way 
|the  dawning  of  a  synthetic  fuel  industry  (see  box)  should 
companies  plenty  busy.  Any  concerted  push  to  develop 
Icountry's  conventional  energy  resources  will  bring  with  it 
Itimillion-dollar  jobs  for  gas  processing  plants,  pipelines  and 
led  facilities  that  have  contractors  drooling. 
Iter  five  years  of  little  activity,  almost  every  big  U.S.  oil 
Ipany  has  begun  a  major  project  to  modernize  and  expand 
Ixisting  refineries.  Fluor  Corp.  estimates  that  last  year  oil 
[panics  launched  $20  billion  worth  of  refinery  work  to  be 


completed  by  1985.  That's  a  quantum  leap  from  the  $2  bilUun  a 
year  oil  companies  spent  on  refineries  in  the  late  1970s. 

Little  new  refining  capacity  will  be  built  in  the  1980s,  unless 
it  is  to  refine  synthetic  fuels,  but  worldwide  shortages  of  light, 
low-sulfur  crude  oil  and  the  government's  1979  decision  to 
reclassify  heavy  oil  and  stronger  refiner  profits  that  resulted 
when  price  ceilings  were  lifted  for  gasoline  have  unleashed  a 
flood  of  contracts  for  refinery  modernization.  The  shift  to 
heavy  crudes  (like  produced  in  California)  and  so-called  "sour" 
crudes  (with  high  sulfur  content)  means  refineries  have  to 
modify  existing  processes  to  tum  these  less  desirable  oils  into 
products.  In  addition,  the  shift  to  unleaded  gasoline  and  the 
need  to  upgrade  the  energy  efficiency  of  old  industrial  plants 
(to  avoid  heavy  energy  costs)  have  also  caused  a  massive 
remodeling  effort. 

Brown  &.  Root,  a  subsidiary  of  Halliburton,  recently  com- 
pleted work  on  a  more  than  $600  million  major  expansion  for 
Phillips  Petroleum  in  Sweeny,  Tex.  CF  Braun,  a  subsidiary  of 
Santa  Fe  International,  is  working  with  Shell  on  one  of  the 


The  biggest  "if"  in  the  business 


the  stated  goals  of  the  Synthetic 
bels  Corp.  were  met,  500,000  barrels 
Iday  of  oil  squeezed  from  shale  rock, 
pal  and  tar  sands  would  be  flowing 
\y  1987  and  production  would  reach 
\N0  million  barrels  by  1992.  That's// 
jicagan  doesn't  dismantle  Carter's  in- 
|int  synthetic  fuels  operation.  For  the 
If  dozen  or  so  U.S.  construction 
engineering  firms  with  the  finan- 
il  clout  and  expertise  to  handle 
bch  projects,  there's  a  great  deal  at 
lake:  $63  billion  in  capital  invest- 
jient  just  to  meet  those  initial  goals. 

'No  one  can  say,  'I'm  Mr.  Big'  m 
lis  or  that  because  no  one  has  built 
synthetic  fuel  plant  in  the  U.S.," 
lys  William  Leonhard,  chairman 
id  chief  executive  of  Parsons  Corp., 
ae  of  the  companies  jockeying  for 
)sition.  Parsons  Corp.  was  recently 
icked  to  do  design  and  engineering 
ork  for  the  $1.5  billion  SRC  I  project,  which  would 
quefy  coal  under  the  sponsorship  of  the  Department  of 
nergy  and  several  private  companies,  including  Whcelab- 
itor-Frye. 

But  probably  Fluor  Corp.  holds  a  slight  edge.  Fluor  is 
le  only  construction  outfit  with  experience  in  building 


Fluor 's  South  Africau  syufuel  plant 
For  the  U.S.,  a  model  far  the  future. 


Last  year  Fluor  signed  a  knowhow 
and  marketing  agreement  with  Sasol 
to  peddle  the  technology  to  U.S. 
customers.  It  has  already  signed  up 
Texas  Eastern's  synfuels  division  for 
a  feasibility  study  on  a  Sasol-type 
plant.  Having  established  a  solid  fu- 
els division  in  1970  to  keep  up  with 
advances  in  shale,  tar  sands  and 
coal  technologies,  Fluor  feels  it  can 
work  across  the  board. 

CF  Braun  has  a  good  position  in 
shale,  having  worked  with  Tosco  on 
its  Colony  project  in  the  early  1970s. 
Now  Braun  will  have  a  big  part  of  the 
45,000-barrel-a-day  operation  that 
Tosco  and  its  new  partner,  Exxon, 
plan  to  build. 

Companies  that  have  not  yet  po- 
sitioned themselves  in  synthetic  fu- 
els are  buying  their  way  in.  McDer- 
mott,  having  lost  out  on  Pullman  to 
Wheelabrator-Frye,  recently  agreed  to  get  together  with 
Koppers  Corp.  in  a  joint  venture  to  build  and  market 
coal  gasification  plants  worldwide. 

Competitors  will  probably  find  themselves  working  to- 
gether, however.  These  multibillion-dollar  synthetic  fuels 
projects  are  so  large  that  the  tendency  is  to  hire  not  one  but 


commercial- scale  synfuel  plant.  Ever  since  1975  it's  a  handful  of  companies  to  set  up  and  run  the  operations.  If 
;en  working  with  South  Africa's  SASOL  Corp.,  expand-  and  when  synthetic  fuel  takes  off,  there  will  clearly  be 
ig  that  country's  25-year-old  coal-to-"oil"  operation,    business  for  everyone.— K.K.w. 
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Construction  contractors 

Tardstiekfl  of  management  performanee 
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Return  on  equity 

Return  on  total  capital 
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Earnings 
per  share 

<!ompaiiy 

5-year 
average 

latest 
5-year  12 
rank  months 

debt/ 

equity 

ratio 

latest 
12 

months 

5-year  5-year 
rank  average 

net 

profit 

margin 

5-year 
average 

5- year 
rank 

5-year 
average 

5-y 
ran 

Heavy  eoostraetioo 

Parsons 

30.  (//o 

1 

24.6% 

0.2 

21.4% 

23.5% 

3.8% 

11.5% 

13 

31.27., 

1 

Parkt-r  DrillinK 

25.3 

2 

21.8 

0.7 

13.8 

5 

14.3 

10.4 

32.5 

3 

29.8 

3 

Fluor 

24.8 

3 

27.5 

0.1 

18.5 

2 

20  9 

2.8 

32.6 

2 

31.1 

2 

tldllibunon 

23.4 

4 

20.4 

0.1 

17.5 

3 

18.7 

5.6 

22.0 

7 

25.4 

4 

Blount 

22.1 

5 

21.3 

11 

9.8 

7 

13.0 

2  1 

9  1 

15 

18  8 

lOi 

Santa  Fe  IntI 

18.7 

6 

16.6 

0.7 

9.8 

11 

10.7 

66 

22.5 

S 

24.0 

6i 

Raymond  Inll 

18.0 

7 

4.3 

0.5 

4.2 

6 

13.7 

0.7 

22.1 

6 

25.3 

5 

Turnt-r  C  onst  ruction 

173 

8 

22.6 

0.0 

22.3 

4 

17.2 

0.4 

10.8 

14 

7.0 

14 

McOermott 

16  0 

9 

6.9 

0.3 

5.2 

8 

12.6 

2.8 

.33.2 

11.9 

12 

Morrison-Knudsrn 

15  9 

10 

17.9 

0.4 

13.1 

9 

1 1.8 

1.7 

14.3 

11 

20.7 

8 

SEI)(  () 

14. .5 

11 

12.9 

0.6 

8.5 

13 

9.1 

111 

194 

9 

12  2 

U 

Fischbath 

13.6 

12 

12  3 

0.3 

10.0 

12 

10.5 

1.6 

8.4 

16 

4.8 

15 

Dravo 

13.3 

13 

10.5 

0.4 

8.5 

10 

10.8 

2.3 

12.3 

12 

11.4 

13 

(.Jniied  States  Filter 

10.4 

14 

12  5 

0.7 

7  3 

14 

8.8 

3.3 

27.0 

4 

13.2 

7 

Perini 

8. 1 

15 

HI 

0.1 

6.2 

16 

6.4 

0.9 

16.0 

10 

18.8 

9 

Dynalectron 

8.0 

16 

1,?  4 

0.5 

10.7 

15 

6  8 

1.2 

20  3 

8 

3.7 

16 

Medians 

16.7 

15.0 

0.4 

9.9 

12.2 

2.6 

19.9 

19.8 

Home  hnilding 

ij  S  Homi- 

24.4% 

1 

34.0% 

1.5 

10.3% 

4 

10.5% 

5.6% 

21.8% 

1 

27.9% 

21 

20.9 

2 

25.3 

1.0 

12,9 

2 

10.9 

4.2 

19.0 

2 

25.8 

31 

Ryan  Honii-s 

19.5 

3 

15.9 

0.2 

13.9 

1 

17.4 

4.0 

17.0 

3 

12.5 

51 

Kaufman  &  Broad 

117 

4 

16.2 

04 

10.6 

5 

8.8 

5.1 

8.8 

4 

32  1 

1 

Del  E  Webb 

111 

5 

8,5 

13 

7  1 

3 

10  5 

2.0 

8.1 

5 

M  2 

4 

Medians 

19.5 

16.2 

1.0 

10.6 

10.5 

4.2 

17.0 

25.8 

Industry  medians 

17.3 

16.2 

0.4 

lO.J 

10.9 

2.8 

19.0 

20.7 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

\i  Ac  hxplanjtion  of  YardMicks  lakublionv  on  page  49 


three  West  Coast  refineries  Shell  will  be  modifying  to  handle 
the  heavy  California  crude  and  high-sulfur  crudes  coming  from 
Alaska — at  a  cost  of  $600  million.  Parsons  is  handling  part  of 
Standard  Oil  of  Calif{)mia's  $1  billion  revamp  of  its  Pascagoula, 
Miss,  refinery.  Champlin  Petroleum  Co.  (a  subsidiary  of  Union 
Pacific)  has  a  $!()()  million  expansion  and  modernization 
planned  for  its  Los  Angeles  refinery,  and  Phillips  has  another 
$,?()()  million  effort  under  way  in  Borger,  Tex.  "Lots  of  oil  has 
been  neglected  because  it's  too  expensive  to  refine,"  says 
William  McKay,  president  of  Fluor  Constructors  Intemational. 
"But  now  with  higher  prices  for  crude  oil  it  makes  economic 
sense  to  refine  it,  and  refineries  are  gearing  up  to  handle  it." 

Down  the  road,  an  estimated  $,S  billion  could  he  spent 
annually  by  1985  for  plants  to  process  natural  gas,  particularly 
from  the  oil-  and  gas-rich  Overthrust  Belt  in  the  Rocky  Moun- 
tains. I'arsons  has  been  selected  to  design  and  build  a  S.^  billion 
gas-processing  unit  for  Sohio  on  Alaska's  North  Slope.  Waiting 
in  the  wings  for  all  the  big  contractors  is  the  $25  billion 
Alaskan  gas  pipeline.  Converting  oil  to  coal  for  electrical  power 
generation  will  bring  the  utilities  knocking  at  contractors' 
doors.  And  any  big  boom  in  coal  use,  whether  in  boilers  or  as 
the  feedstock  for  synthetic  fuels,  will  mean  a  revitalization  of 
rail  transit  as  well  as  facilities  to  wash,  crush  and  handle  coal. 

The  MX  missile  program  is  uncertain  under  Reagan,  but  if 
it  goes  forward  along  lines  outlined  during  the  Carter  Ad- 
ministration, It  would  mean  major  work  tor  the  construction 
industry.  In  Carter's  plan,  each  missile  m  place  would  re- 
quire 20  shelters,  all  but  one  of  them  empty  to  confuse  the 
enemy.  "For  200  missiles  that's  4,000  heavy-duty  place- 
ments," says  William  Leonhard,  chairman,  president  and 
CEO  of  Parsons  Corp.  "And  there  would  be  a  special  road 


network  connecting  the  shelters  in  a  given  area." 

Construction  outfits  without  any  strong  capabilities  i 
called  process  engineering  and  design  work  have  been  acqt 
companies  that  do.  So  anxious  was  Santa  Fe  International 
in  on  the  boom  in  process  plants  like  refineries,  chemical  p 
and  synthetic  fuels  that  it  went  out  last  year  and  plunked  < 
$296  million  for  CF  Braun  to  speed  up  its  entry  into  the  field 
could  see  Parsons  and  Fluor  doing  very  well,  so  we  want 
develop  that  competitive  ability,"  says  Edfred  Shannon,  c 
man  and  CEO  of  Santa  Fe  International.  The  battle  bet 
Wheelabrator-Frye  and  McDermott  for  Pullman  had  at  its 
Pullman's  Kellogg  division,  which  is  a  leader  in  process 
construction  as  well  as  synthetic  fuel  technologies.  Wheel 
tor  eventually  paid  about  $600  million  for  Pullman. 

All  this  potential  domestic  growth  has  not  gone  unnc 
overseas.  "There's  a  distinct  shift  in  this  business,"  says 
Baird,  president  of  CF  Braun.  "Foreign  companies  are  b 
ning  to  buy  U.S.  engineering  and  construction  compar 
The  U.K.'s  Davy  Corp.  already  owns  Cleveland-based  M 
Corp.  West  Germany's  Lurgi,  the  engineering  company  o 
by  Metallgcsellschaft,  was  reportedly  shopping  for  a  U.S. 
pany  last  year  before  deciding  to  establish  its  own  engine 
operation  here.  |.A.  [ones  and  Ford,  Bacon  Davis 
already  been  bought  by  the  West  Germans. 

"I'm  not  in  the  forefront  of  those  saying  everything's  gi 
says  Parson's  Leonhard  cautiously,  thinking  of  govemm 
and  environmental  hurdles  ahead.  "There's  a  lot  of  work,  b 
not  going  to  come  down  like  an  avalanche."  But  the  busin 
still  coming  down,  and  given  the  failing  competitiveness  a 
companies  abroad,  that  was  something  nobody  else  had  pn 
ed  as  recently  as  two  years  ago. — Kathleen  K.  W'iegner 
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CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


XNA's  people  don't  say  no 
to  new  life  insurance  ideas  just  because 

thev  haven't  tried  them  before.  I  believe  CNA 

has  tne  best  life  products  in  the  country.  Still,  I  have  to  find  ways 
to  make  those  products  fit  the  different  business  and  personal  needs 
of  each  of  my  clients.  That's  why  CNA's  people  are  so  important. 
They're  always  willing  to  look  at  the  total  picture.  And,  they  bend 
over  backwards  to  help  me  put  together  the  right  solution.'' 


Clifford  F  Watkins,  CLU 
Indopoiuifnt  Insurance  Agent 
Upstate  Lili'  Associates,  Inc. 
Syracuse,  New  \ork 


IMSURAMCC  FROM 


CAfA 

Judge  us  by  the  agents  who  represent  us 

Continental  Casualty  Company/Continental  Assurance  Company/GNA  Plaza/Chicago.  IL  60685 


Question:  How  do  you  build  a  new  growth 
business^  Answer.-  Get  mother  out  of  the  kitch- 
en and  put  her  to  work  somewhere  else. 


Branded  foods 


THE  BIG  OPPORTUNITY  FOR  THE  EIGHTIES," 
says  an  account  supervisor  at  one  of  Gen- 
eral Foods'  advertising  agencies,  "is  the 
massive  growth  in  the  number  of  two-income 
famihes  and  the  enormous  potential  that  growth 
holds  for  frozen  foods."  Last  year,  the  frozen 
foods  market  approached  $12  billion  out  of  a 
total  groceries  market  of  over  $225  billion.  By 
1985  the  branded  foods  market  will  have  shown 
modest  growth;  one  manufacturer  says  the  fro- 
zen foods  segment  is  expected  to  double. 

fn  single-income  families,  women  have  the 
time  to  cook  from  scratch  and  the  need  to  pinch 
pennies  by  using  lower-priced  canned  goods.  But 
working  wives  haven't  the  time  to  cook,  and 
they've  got  the  money  to  pay  a  bit  more  for 
frozen  foods.  "The  prime  users  of  frozen  foods 
are  women  between  18  and  49,"  says  Neil  Wilson,  general 
manager  of  Stokely-Van  Camp's  frozen  foods  division.  "Right 
now,  over  half  of  working  women  use  them  regularly.  By  1990 
we  expect  that  figure  to  be  up  to  70%."  The  total  number  of 
working  women,  meanwhile,  is  expected  to  reach  54  million — 
up  35%  from  1977's  40  million. 
It's  not  simply  the  processors  like  Stokely-Van  Camp,  Pills- 


h'rozeii  JtHuis 
Cool  and.  profitable 


bury  and  General  Foods  that  will  benefit 
the  expansion  of  the  frozen  foods  market.  Sc 
the  retailer.  Most  grocery  products  produce  ] 
margins  of  18%  to  20%,  but  frozen  foods — i 
gy  costs  notwithstanding — kick  28%  to 
into  the  pot. 

Exploiting  the  market  for  those  fast-mc 
products  is  a  knotty  problem  for  a  lot  of  m 
facturers.  It's  not  just  that  frozen  foods  cons 
ers  are  as  fickle  as  any  other  food  buyers 
margins  vary  widely  from  one  frozen  foods  \ 
uct  to  another,  depending  upon  what  kir 
price  they  can  command  from  the  consume 
a  frozen  vegetable  is  not  a  specialty  item,"  r 
William  Maguirc,  food  industry  analyst  at  M 
Lynch,  "then  it  has  to  be  treated  as  a  comi 
ity,  one  that  competes  with  canned  or 
vegetables  that  have  price  advantage."  Thus,  the  bij 
growth  and  profit  potential  lies  in  prepared  foods — fr 
entrees,  vegetables  in  special  sauces  and  "ethnic"  coml 
tions — products  that  command  higher  margins  for  produ 
According  to  John  Stafford,  executive  vice  president  in  cF 
of  consumer  foods  at  PiUsbury,  whose  Green  Giant  coml 
tions  are  head-to-head  against  General  Foods'  Birds  Eye  I 


Jell-0  again 


Back  in  the  days  before  frozen  pies  and  cakes  and  ice  cream 
novelties,  Jell-O  brand  gelatin  reigned  as  the  ultimate  con- 
venient dessert.  Boil  water,  add  powder,  stir,  chill  and  voila! 
A  light,  tasty  dessert.  It  provided  General  Foods  with  stead- 
ily increasing  volume  since  it  acquired  Jell-O  in  1897,  even- 
tually gobbling  up  70%  of  the  gelatin  dessert  market.  By 
1968,  the  peak  year,  the  average  American  household  con- 
simied  1 6  boxes  per  year. 

But  even  the  most  successful  food  products  have  a  way  of 
growing  old,  and  after  1968  Jell-O's  prospects  became  as 
jittery  as,  well,  a  bowl  of  Jell-O.  Working  women  no  longer 
had  the  time  to  prepare  it,  but  they  had  money  to  buy 
quicker,  if  more  expensive,  desserts  that  began  to  eat  into 
the  $100  million  gelatin  market.  Sharper  competition  from 
Standard  Brands'  Royal  gelatin  and  private  labels  knocked 
down  Jell-O's  market  share,  and  per-family  consumption 
slipped  to  1 1.4  boxes. 

This  spurred  some  hard  thinking  at  General  Foods.  Peter 
Rosow,  general  manager  of  GF's  dessert  division,  won't  talk 
numbers,  but  Jell-O  is  a  big  part  of  the  desserts  division. 
Even  Rosow  had  to  concede  the  expensive  alternatives  were 
sexier  than  plain  Jcll-O.  So  in  early  1979,  the  trademark's 
advertising  agency.  Young  &  Rubicam,  began  to  interview 
consumers  and  bone  up  on  reams  of  old  studies.  Its  conclu- 
sion: Jell-O's  appeal  lay  in  it's  emotional  connotations  rath- 
er than  its  cost  or  versatility.  Noted  Alexander  Kroll,  presi- 


dent of  Young  ik  Rubicam  U.S.A.,  "There's  a  lot  of  affectic 
for  Jell-O.  It's  the  name.  It's  Jack  Benny  [a  longtime  Jell 
promoter].  It's  your  mother  serving  it." 

So  in  October  1979,  General  Foods  rolled  out  its  "fur 
campaign — the  first  major  push  for  Jell-O  since  1972,  whe 
a  recipe  campaign  failed  to  stop  the  slide.  The  media  budgi 
jumped  from  about  $9  million  to  about  $14  million,  ar 
General  Foods  bought  heavily  into  prime-time  televisioi 
The  ads  show  large,  middle-class  families  gathered  togethe 
for  either  a  reunion  or  an  anniversary.  To  the  beat  of  spunk 
background  music,  the  whole  clan — from  toddlers  to  gran< 
parents — downs  endless,  multihued  mounds  of  Jell-C 
"We're  not  going  to  have  dessert,"  exclaims  one  jovi. 
character.  "We're  going  to  have  fun!" 

Such  are  the  mysteries  of  media  that  the  approach  a] 
peared  to  pay  off.  "With  most  packaged  goods,"  Kroll  sa) 
softly,  "you  can  isolate  an  attribute — lightness,  fastnes 
When  you  get  a  brand  like  Jell-O  you  find  it  is  more  universa 
It  has  a  totality  of  attributes  that  in  some  ways  makes 
harder  to  market.  It  requires  a  different  frame  of  mind." 

Jell-O's  long-term  decline  was  "stopped  dead  in  i 
tracks."  Since  late  1979,  in  fact,  per-family  consumption 
up  one  percentage  point.  GF's  expanded  advertising  pro 
gram  helps  expand  the  whole  $200  million  gelatin  desse 
market,  overall  gelatin  consumption  has  risen  and  Jell-O 
market  share  has  nosed  up  from  70%  to  71.4%.— Van  Wallac 
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Why  Mexico  just  picked  our 
digital  telephone  system  over  some 
pretty  tough  competition. 


When  Mexico  asked  for  bids  on  new  digital  switching  equipment, 
every  telephone  manufacturer  in  the  world  wanted  the  business. 
After  all,  they  knew  Mexico  was  starting  on  an  ambitious  10-year 

development  program  to  serve 


its  booming  economy. 

It  says  a  lot  about  ITT's  System 
12  that  Telmex,  Mexico's  sophis- 
ticated telecom  administration, 
gave  us  the  largest  share  of  this 
first  award.  Three-fourths,  to  be 
exact. 

Our  Mexican  affiliate,  Indetel, 
will  start  by  supplying  Mexico 
with  over  460,000  lines  of  digital 
equipment.  More  than  $200  mil- 
lion worth. 

It's  happening  in  country  after 
country.  Telephone  administra- 
tions are  discovering  that  System 
12  is  more  than  just  an  adaptation  of  older  equipment. 

This  revolutionary  telephone  switching  family  is  technically  far 
superior  to  other  digital  systems. 

The  fact  is.  System  12  is  the  first  generation  of  exchanges 
designed  to  the  specifications  of  Network  2000."^ 

Which  IS  our  conception  of  the  information  delivery  network  that 
the  whole  world  will  have  tomorrow. 

And  any  country  that's  planning  for  tomorrow  must  consider 
System  12. 
Just  as  Mexico  did. 


ITT^  System  12  was  the  big  winner 
in  Mexico. 


The  best  ideas  are  the  I  '  I  "  I ' 
ideas  that  help  people.  .^.L  J. 

©  1981  International  Telephone  and  Telegraph  Corporation,  320  Park  Avenue,  New  York,  N  Y  10022 


national  Vegetables,  the  tonnage  in  specialty  frozen  vegetables 
is  likely  to  grow  3%  to  5%  a  year  in  the  long  term.  "That's 
about  3  times  higher  than  the  food  mdustry  overall,"  he  adds. 
Given  the  high  prices  of  specialty  frozen  foods,  the  impact  of 
such  growth  on  producer  sales  and  profits  should  be  signif- 
icantly greater. 

The  other  big  growth  area  is  frozen  pizza — and  manufactur- 
ers are  falling  all  over  themselves  to  get  a  piece  of  that  $650 
million  pie.  Pillsbury's  Totino's  brand  has  soared  to  a  domi- 
nant position  a  bare  two  years  after  its  crisp-crust  technology 
was  introduced.  But  it's  only  first  among  many.  Frozen  pizza  is 


a  fragmented  business,  attracting  not  only  big  national  coi 
nies  but  scores  of  local  producers  as  well.  "It's  almost  a  re 
sion-proof  product,"  says  Pillsbury's  Stafford.  Why?  Pizzi 
less  than  $3,  is  an  affordable  substitute  for  steak.  I 
A  lot  of  "frozen  products  are  not  immune  to  recession,  a 
ever,  nor  to  consumer  whims — bakery  and  fish  products! 
example,  and  frozen  entrees:  "Entrees  are  hurting,"  says 
Carver,  an  analyst  at  the  Minneapolis  brokerage  firm  of  Pj 
Jaffray  &  Hopwood,  "largely  because  they're  on  the  upper 
of  the  price  scale,  which  is  where  consumers  are  cutting  b 
Pillsbury  has  the  added  problem  of  being  caught  somew 
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Yardsticks  of  management  performance 


Profitability 


Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-y 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

raa 

Diversified 

Dean  Foods 

21.5% 

1 

21.2% 

0.4 

15.6% 

1 

15.6% 

2.0% 

13.6% 

8 

29.6% 

1 

CPC  International 

19.0 

2 

19.1 

0.2 

15.6 

2 

15.4 

4.7 

10.0 

17 

14.2 

9 

General  Mills 

18.3 

3 

17.9 

0.4 

13.6 

8 

13.7 

4.0 

15.1 

6 

15.3 

5 

Curtice-Burns 

18.3 

4 

14.4 

2.6 

7.1 

13 

11.1 

1.2 

27.4 

1 

13.7 

10 

Universal  Foods 

17.8 

5 

12.7 

0.4 

10.5 

5 

14.1 

2.8 

19.8 

2 

15.1 

6 

General  Foods 

17.7 

6 

— —  ' 

15.9 

— TT^  

0.2 

13.2 

4 

14.2 

3.7 

12.4 

10 

14.4 

7 

Beatrice  Foods 

16.9 

7 

1 5.2 

0.3 

11.8 

7 

13.9 

3.5 

15.3 

5 

10.7 

15 

Ralston  Purina 

16.8 

8 

15.7 

0.4 

11.6 

11 

1 1.9 

3.3 

11.1 

13 

12.9 

11 

Pillsbury 

16.6 

9 

17.1 

0.8 

10.5 

12 

1 1.6 

3.5 

17.3 

3 

15.7 

4 

Federal  Co 

16.5 

10 

7.6 

0.1 

7.1 

3 

14.6 

1.3 

15.9 

4 

18.6 

2 

Standard  Brands 

15.9 

11 

1  ^  o 

1  o.o 

U.4 

11.2 

14 

10.9 

6  A 

11.0 

14 

8.6 

19 

Consolidated  Foods 

15.6 

12 

16.7 

0.4 

11.8 

9 

12.4 

2A 

13.6 

9 

11.5 

13 

H  I  Heinz 

15.6 

13 

17.1 

0.3 

13.1 

10 

12.0 

4.4 

12.2 

11 

17.1 

3 

Campbell  Soup 

15.3 

14 

14.9 

0.1 

12.8 

6 

13.9 

5.2 

10.1 

16 

9.9 

16 

Norton  Simon 

14.3 

15 

12.7 

0.6 

8.4 

17 

9.7 

3.9 

10.8 

15 

8.8 

18 

IntI  Multiioods 

13.0 

16 

9.6 

0.4 

7.5 

15 

9.8 

1.7 

6.6 

22 

9.0 

17 

Borden 

12.8 

17 

12. 1 

0.4 

8.8 

16 

9.7 

3.1 

7.8 

20 

11.3 

14 

Castle  &  Cooke 

10.8 

18 

4.6 

0.7 

4.7 

18 

7.8 

1.3 

14.1 

7 

5.6 

20 

Di  Giorgio 

9.3 

19 

8.1 

0.9 

5.8 

19 

6.8 

1.0 

11.4 

12 

14.3 

8 

Kane-Miller 

4,4 

20 

5.1 

0.8 

5.4 

20 

4.8 

0.7 

7.2 

21 

-10.3 

21 

United  Brands 

3  6 

21 

6.9 

0.5 

5  6 

21 

3  7 

0.9 

9.7 

18 

D-P 

Ward  Foods 

def 

22 

def 

3.4 

def 

22 

def 

def 

-5.5 

23 

D-D 

22 

Dart  &  Kraft 

»  * 

•  * 

3.8 

9.6tt 

19 

12.2tt 

12 

Medians 

15.8 

14.7 

0.4 

10.5 

11.8 

3.1 

11.4 

12.6 

Specialized 

Kellogg 

28.2% 

1 

27.2% 

0.1 

22.7% 

1 

23.4% 

8.6% 

14.0% 

4 

15.3% 

2 

Flowers  Industries 

19.8 

2 

15.9 

0.5 

10.8 

8 

12.4 

3.2 

20.9 

1 

16.4 

1 

Nabisco 

19.1 

3 

20.3 

0.4 

14.1 

7 

13.0 

4.9 

8.3 

12 

12.8 

8 

DPF 

18.4tt 

4 

9.2 

2.8 

6.1 

12 

7.9tt 

1.0 

*  « 

Hershey  Foods 

18.2 

5 

17.5 

0.4 

12.2 

3 

15.3 

4.4 

13.9 

5 

15  1 

4 

Campbell  Taggart 

18.1 

6 

17.8 

0.3 

13.2 

6 

13.6 

3.3 

12.9 

6 

14.3 

5 

Carnation 

17.6 

7 

17.6 

0.2 

14.4 

4 

14.2 

4.9 

10.7 

11 

13.2 

7 

Wm  Wrigley  Jr 

17.1 

8 

12.7 

0.0 

12.2 

2 

16.4 

.  5.1 

12.8 

7 

9.1 

10 

Quaker  Oats 

16.4 

9 

16.4 

0.2 

12.3 

10 

11.6 

3.8 

12.6 

8 

15.3 

3 

McCormick 

15.7 

10 

15.1 

0.4 

11.6 

9 

12.1 

3.9 

16.4 

2 

13.7 

6 

Gerber  Products 

15.4 

11 

14.9 

0.2 

12.8 

5 

13.8 

5.2 

10.8 

10 

9.3 

9 

Amstar 

12.4 

12 

15.7 

0.2 

11.5 

11 

8.9 

2.9 

3.3 

15 

2.8 

13 

Knudsen 

11.7 

13 

17.0 

1.1 

10.1 

14 

7.5 

1.7 

15.8 

3 

6.7 

11 

Amer  Maize-Products 

9.8 

14 

11.2 

0.6 

8.3 

13 

7.8 

2.5 

12.5 

9 

2.0 

14 

American  Bakeries 

9.2 

15 

3.3 

0.8 

4.2 

15 

7.0 

0.4 

6.5 

14 

D-P 

Stokely-Van  Camp 

7.6 

16 

6.1 

0.4 

5.3 

16 

6.1 

1.6 

7.4 

13 

3.1 

12 

Medians 

16.8 

15.8 

0.4 

11.9 

12.3 

3.6 

12.6 

13.0 

Industry  medians 

16.2 

15.2 

0.4 

11.4 

12.0 

3.3 

12.3 

12.9 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Growth 


Note:  Explanation  of  Yardsticks  calculations  on  page  49. 
ttThree-year  average    ttTliree -year  growth.  D-D:  deficit  to  deficit. 
"Not  available;  not  ranked. 


D-P:  deficit  to  profit;  not  ranked,  def:  deficit. 
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ween  premium-image  Stouffer's  [a  unit  of  Nestle],  and  Con- 
id's  Banquet  brand,  which  has  a  hold  on  the  low  end." 
;ccession  increases  the  problem,  but  it  does  not  change  the 
istry's  basic  economics.  "The  key  to  success  in  the  frozen 
table  business,"  says  the  GF  ad  agency  man,  "is  to  be  low- 
d  producer  of  something,  so  that  you  can  afford  slimmer 
.gins  on  other  lines.  Green  Giant  has  com.  Del  .Monte  has 
en  beans."  Even  before  GF  sold  off  its  wholly  owned  pro- 
sing plants  a  few  years  ago,  it  had  no  cost  advantage. 
Vill  GF  succumb  to  the  Jolly  Green  Giant?  At  the  moment, 
sbury's  Green  Giant  claims  56%  of  the  frozen  prepared 
;etable  market,  with  30%  belonging  to  GF's  Birds  Eye, 


ter  two  winters  of  shortages,  the  gas  supply  is 
)od  and  growing.  The  head  of  the  American 
2s  Association  says  he  can  prove  it. 


Natural  gas 


whose  founder  and  namesake,  Clarence  Birdseye,  pioneered 
the  freezing  process.  "I  don't  think  that  GF  wants  to  make  a  go 
of  it  long  term  with  Birds  Eye,"  says  Merrill  Lynch's  Maguire. 
"It  hasn't  relied  on  the  brand  for  more  than  a  very  small 
percentage  of  earnings,  and  has  chosen  not  to  expand  by 
acquisition  or  further  product  development." 

Pillsbury,  with  about  20%  of  its  earnings  already  from  frozen 
foods,  sees  enormous  market  opportunities  opening  up.  "That 
Green  Giant  acquisition,"  says  Maguire,  "was  the  best  thing 
they  could  have  done  to  build  and  embellish  the  important 
Pillsbury  image  in  the  frozen  and  refrigerated  areas  of  the 
supermarket." — Stanley  Ginsberg 


N  THE  TWO  YEARS  SINCE  CONGRESS  passed  the  Natural  Gas 
Policy  Act  the  prospects  of  the  natural  gas  business  have 
altered  dramatically.  The  NGPA  came  on  the  heels  of  the 
short  winters  of  1976-77  and  1977-78  when  many  indus- 
s  were  forced  to  shut  down  in  order  to  keep  homeowners 
.  It  did  away  with  the  two-tier  price  structure  between 
;rstate  and  intrastate  gas  and  allowed  natural  gas  prices  to 
gradually  until  1985,  when  price  controls  on  new  supplies 
jld  be  completely  lifted. 

'he  act  also  mandated  an  incremental  pricing  policy  that 
ed  big  industrial  users,  but  not  small  commercial  and 
dential  users,  to  absorb  the  new  escalating  gas  prices, 
se  higher  prices  and  uncertainty  over  how  much  gas  would 
available  drove  many  industrial  customers  to  alternative 
is.  But  now  gas  supplies  are  increasing  so  fast  that  the 
ustry  is  trying  to  convince  industrial  users  to  switch  back. 
the  mcklen  surplus  of  gcis  that's  developed  over  the  past  year  a 

-  'Kirary  phertomerum — a  bubble  in   

low  of  supply — or  does  it  suggest  that 
industry  can  once  again  depend  on 
for  a  major  part  of  its  future  needs? 
ORBES  put  that  question  to  George 
Lawrence,  president  of  the  300- 
nber  American  Gas  Association, 
ch  consists  of  producers/pipeliners 
distributors.  Lawrence,  55,  is  an 
ahoman  with  engineering  and  law 
■ees  who  previously  worked  for 
on  and  was  the  natural  gas  coor- 
itor  of  the  American  Petroleum 
itute. 

iwrence:  The  so-called  gas  bubble 
rimarily  a  result  of  NGPA's  remov- 
the  interstate  and  intrastate  bar- 
very  quickly.  You  always  had 
^  le  excess  producing  capacity  in 
:ain  intrastate  markets  like  Texas, 
the  surplus  never  moved  to  fill  the 
land  out  of  state  because  of  the 
cmely  low  price  dictated  by  regu- 
on.  Now  it  has. 

he  sec^bnd  factor  is  conservation. 


II 


s 


ACA  President  George  Lauretice 
Will  gas  get  us  off  our  oil fix? 


We've  had  13%  to  15%  less  usage  on  an  adjusted-for-tempera- 
ture  basis  in  the  residential  and  commercial  markets.  The 
third  and  equally  important  factor  was  the  extreme  gas  short- 
age. That  caused  us  to  lose  a  huge  share  of  the  industrial 
market — about  33%,  or  3.2  trillion  cubic  feet — to  alternative 
fuels.  We've  only  been  able  to  recover  a  third  of  what  we  lost. 
So  it's  really  only  a  temporary  improvement  in  C  '.S.  supplies? 
Not  at  all.  We  think  the  situation  has  turned  around.  Be- 
tween 1983  and  1985  we  see  an  improved  supply  capability 
really  coming  on  stream — according  to  one  AGA  estimate, 
enough  to  replace  about  2.3  million  barrels  a  day  of  imported 
oil.  Right  now  we  could  supply  all  the  industrial  customers  we 
lost  during  the  shortage.  But  that  fact  hasn't  gotten  through. 
There's  still  the  perception  of  insecure  supplies. 

Even  so,  that  perception  is  not  limited  to  consumers.  At  least  one 
gas  company,  Houston  Natural  Gas,  has  said  it  doesn't  believe  there 
will  be  enough  gas  available  to  make  that  the  next  big  energy 

  source.  It's  diversifying  to  cover  itself. 

How  much  of  a  gamble  is  it  that  there  will 
be  enough  gas  at  competitive  prices  to 
meet  consumer  needs? 

I  think  it's  a  good  gamble  and  one 
most  of  our  member  companies  will 
be  relying  on.  They're  not  going  to 
diversify  radically.  I  think  there  was 
an  earlier  tendency  among  dooms- 
dayers  to  diversify  because  the  future 
of  gas  looked  bleak.  Many  companies 
are  going  into  energy-related  areas 
and  particularly  into  exploration  and 
production  to  enhance  their  own  sup- 
ply capabilities.  For  example,  Ten- 
neco  and  American  Natural  Resourc- 
es, among  others,  have  acquired  coal 
reserves  in  anticipation  of  coal  gasifi- 
cation projects. 

So  all  the  talk  about  how  the  current 
surplus  won't  last  is  really  just  talk. 

Hell,  there's  no  question  about  it. 
The  supply  situation  is  good  and 
growing,  and  we  can  prove  it.  You've 
got  all  the  ingredients  of  a  permanent 
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improvement.  The  industrial  market  is  our  biggest  growth 
area.  Right  now  we've  got  some  real  hamstrings,  however. 
Like  what}' 

In  theory,  the  incremental  pricing  provision  of  the  NGPA 
says  the  price  of  gas  will  rise  to  the  level  of  competing  fuel  oil. 
In  practice,  it's  impossible  to  do  that  in  1,000  different  U.S. 
markets.  You  could  wind  up  with  some  arbitrary  price  level 
that  puts  the  regional  gas  distributor  in  a  position  where  he  can 
be  undercut  by  a  local  oil  dealer.  What  you  get  is  a  specter  of  gas 
prices  going  to  some  new  level  in  the  near  future,  where  they 
will  be  higher  than  fuel  oil.  As  it  is,  the  industrial  user  has  no 
confidence  in  what  the  price  of  gas  will  be.  He's  reluctant  to 
sign  on  or  alienate  fuel  oil  dealers  who  say,  "If  you  switch  to 
gas  you'll  be  at  the  bottom  of  my  list  when  you  run  out,  and 
you've  run  out  of  gas  before." 


Natural  gas 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year  12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5.y 

Company 

average 

rank  months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

ran 

Producers  and  pipeliners 

So  Natural  Resources 

18.4% 

1  18.4% 

U.o 

1 1.7% 

1 

10.3% 

1  AO/ 

19.8% 

4 

13.7% 

1 

Panhandle  Eastern 

18.2 

2  19.3 

0.8 

9.8 

3 

9.2 

1.1 

23.4 

2 

11.7 

4 

Xransco  Companies 

17.6 

3  20.6 

1.4 

7.8 

7 

7.1 

4.6 

19.7 

5 

12.0 

2 

Texas  Eastern 

17..S 

4  21.0 

0.6 

10.7 

6 

8.9 

5.2 

21.6 

3 

11.8 

3 

Tcnneco 

17.1 

5  18.8 

0.7 

10.6 

2 

9.7 

5.4 

17.7 

7 

9.0 

6 

Texas  Gas  Transmn 

16.6 

6  18.2 

0.6 

10.3 

4 

9.1 

4.3 

18.2 

6 

11.2 

5 

ENSERCH 

16.0 

7  21.5 

0.8 

11.5 

5 

9.0 

5.3 

33.5 

1 

7.0 

7 

El  Paso 

10.7 

8  9.7 

1.4 

5.1 

8 

5.3 

2.1 

15.7 

8 

-4.6 

8 

Medians 

17.3 

19.1 

0.8 

10.5 

9.1 

5.3 

19.8 

11.5 

Pipeliners  and  distributors 

Pioneer 

32.4% 

1  37.3% 

0.6 

19.2% 

2 

15.9% 

9.5% 

28.4% 

4 

26.4% 

3 

Houston  Natural  Gas 

27.1 

2  27.1 

0.4 

16.0 

3 

15.2 

8.3 

31.2 

3 

27.5 

2 

United  Energy  Resources 

26.8 

3  29.2 

0.3 

19.2 

1 

17.8 

3.7 

32.4 

2 

40.0 

1 

Cpntr^l  T  niifcian:]  Fntrv 

21.7 

4  29.4 

0.7 

14.3 

4 

10.4 

7,8 

38.7 

1 

16.7 

4 

InterNorth 

19.1 

5  21.2 

0.4 

12.1 

5 

10.4 

7.7 

20.1 

8 

15.7 

5 

Ark  Louisiana  Gas 

18.2 

6  22.3 

0.6 

10.4 

6 

9.7 

8.2 

17.3 

9 

10.5 

7 

Northwest  Energy 

17.4 

7  19.4 

0.7 

10.2 

7 

8.7 

3.9 

28.2 

5 

11.2 

6 

Peoples  Energy 

15.2 

8  13.5 

0.7 

8.0 

8 

8.1 

4.6 

22.7 

6 

8.6 

8 

Amer  Natl  Resources 

13.8 

9  11.6 

0.9 

5.6 

9 

7.2 

4.1 

20.6 

7 

3.8 

10 

Columbia  Gas  System 

12.8 

10  13.8 

0.8 

7.5 

10 

6.9 

4.5 

17.2 

10 

5.1 

9 

Medians 

18.7 

21.8 

0.7 

11.3 

10.1 

6.2 

25.5 

13.5 

Distributors 

Entex 

28.4% 

1  18.7% 

1.1 

10.3% 

13.9% 

4.1% 

36.7% 

1 

29.0% 

1 

Oklahoma  Natural  Gas 

21.6 

2  18.6 

0.8 

10.4 

2 

11.6 

4.7 

32.3 

2 

17.9 

2 

Southern  Union 

17.8 

3  22.7 

0.6 

12.6 

3 

9.7 

4.4 

28.0 

3 

8.1 

S 

NICOR 

15.7 

4  15.9 

0.5 

8.5 

5 

8.3 

5.8 

21.2 

5 

8.4 

4 

Minnesota  Gas 

15.4 

5  13.8 

0.7 

8.9 

4 

9.4 

3.9 

22.4 

4 

7.4 

6 

Consol  Natural  Gas 

13.3 

6  11.7 

0.6 

7.1 

6 

7.9 

-  4.8 

17.0 

11 

11.6 

3 

Brooklyn  Union  Gas 

13.0 

7  14.6 

0.8 

8.3 

7 

7.6 

5.3 

17.7 

7 

6.3 

7 

Laclede  Gas 

13.0 

7  13.1 

0.9 

7.0 

8 

7.1 

3.7 

16.5 

13 

6.2 

9 

WICOR 

12.1 

9  9.1 

0.8 

*  » 

*  • 

2.8 

17.1 

8 

5.7 

11 

Pacific  Lighting 

11.6 

10  11.3 

0.9 

6.5 

10 

6.6 

2.8 

17.1 

9 

6.2 

8 

Atlanta  Gas  Light 

11.5 

11  10.8 

0.7 

6.1 

12 

6.2 

2.2 

17.0 

10 

5.9 

10 

Gas  Service 

10.8 

12  8.0 

0.9 

5.4 

11 

6.3 

1.7 

16.4 

14 

3.4 

14 

National  Fuel  Gas 

10.6 

13  10.6 

0.9 

6.8 

9 

6.9 

3.4 

16.7 

12 

3.9 

13 

No  Indiana  Pub  Svc 

10.5 

14  8.1 

0.9 

4.8 

13 

5.5 

5.3 

18.9 

6 

-2.4 

15 

Washington  Gas  Light 

8.6 

15  7.5 

0.9 

5.0 

14 

5.4 

3.1 

14.4 

15 

4.3 

12 

Medians 

13.0 

11.7 

0.8 

7.1 

7.4 

3.9 

17.1 

Industry  medians 

16.0 

18.2 

0.7 

9.4 

8.8 

4.6 

19.8 

8.6 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note:  Explanation  of  Yardsticlc  calculations  on  page  49 
"Not  available;  not  ranked. 


That's  a  pretty  compelling  argument  Besides  that,  you're  shu 
of  utility  and  industrial  heating  markets  hy  the  197H  Fuel  Use . 

That  is  a  horror.  The  Act  says  that  in  a  major  fuel-bui 
installation — <iver  2..S  million  cubic  feet  a  day — you  cannc 
gas,  period.  It  also  says  that  all  electric  power  plants  have 
off  gas  by  1990.  We're  working  to  have  several  portions  a 
Act  repealed.  It  was  conceived  at  a  time  when  there  was 
rather  widespread  perception  that  gas  production  was  goi; 
decline  and  that  it  was  inevitable. 

But  we're  still  not  finding  enough  reserves  to  re{)lace  th 
trillion  cubic  feet  of  gas  we  use  every  year.  Doesn't  that  mean  ij 
keep  on  trying  to  expand  your  market  you're  running  the  n 
creating  another  shortage.'' 

I  don't  think  so.  Sure,  we're  not  finding  as  much  gas  a 
take  out  of  the  ground  and  we  haven't  since  1967.  But  stai 
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Forum  for  world  leaders. 

When  China's  Vice  Premier  Deng  Xiaoping  Teng  visited 
Washington,  the  world's  balance  of  power  began  to  change. 

Just  before  leaving  China,  Deng  had  spoken  freely  to 
one  American  publication  about  the  purpose  and  signifi- 
cance of  his  visit. 

As  had  Brezhnev  a  few  weeks  before,  Deng  spoke 
exclusively  to  TIME.  Partly  because  in  TIME  his  ideas 
would  be  spread  among  the  leadership  community  in  all  the 
nations  important  to  an  emerging  China;  and  partly  because 
TIME  has  long  been  recognized  as  the  foremost  journal  of 
news  in  the  world. 

It  is  the  importance  of  TIME  Magazine— known  in  any 
land  or  language— that  gains  it  entrance  to  the  hard-to- 
see. . .  and  earns  it  more  readers  in  more  countries  than  any 
other  news  magazine. 

The  most  colorful  coverage  of  the  week. 


in  1979  the  picture  began  to  change.  Even  though  we're  still 
taking  the  same  amount  out  of  the  ground,  the  amount  we 
added  to  our  proven  reserves  was  up  35%,  to  14.3  trillion  cubic 
feet,  ?'.s-.  10.5  trillion  in  1978.  We  began  to  find  more  gas.  It's  an 
indication  of  what's  going  to  happen.  Deregulation  has  meant 
an  explosion  of  exploration  and  drilling  in  the  U.S.  We  drilled 
58,160  oil  and  gas  wells  in  1956,  dropped  as  low  as  27,250  in 
1971  and  last  year  drilled  over  60,000— an  alltime  high. 
V^'bere  are  the  new  resetres  coming  fronts' 

From  all  over.  A  1977  AGA  study  showed  part  of  our  prob- 
lem was  that  90%  of  the  drilling  being  done  was  in  areas  where 
30%  of  the  potential  gas  supplies  were  believed  to  exist.  The 
price  incentives  weren't  there  to  drill  in  high-cost  zones.  Until 
now  most  conventional  gas  production  has  been  coming  from 
Texas,  Louisiana,  Oklahoma  and  offshore.  But  as  we  begin  to 
phase  out  controls,  I  think  we'll  be  moving  into  the  more  gas- 
prone  areas  like  the  Overthrust  Belt  in  the  Rocky  Mountains. 
The  incentives  are  there  now  to  do  deep  drilling  below  15,000 
feet.  We  think  the  Overthrust  Belt  discoveries  made  so  far  are 
truly  dramatic  even  though  they  aren't  yet  reflected  in  reserve 
figures  because  they  haven't  been  fully  developed  to  confirm 
the  reserves. 

Could  the  Overthrust  Belt  make  a  really  significant  impact  on  the 
U.S.'  195  trillion  cubic  feet  of  proven  reserves.^ 

I've  heard  estimates  up  to  400  trillion  cubic  feet.  That  seems 
foolish.  But  the  Colorado  School  of  Mines  says  the  Rockies 
have  at  least  100  trillion  cubic  feet  over  and  above  any  proven 
reserves.  I'd  say  that's  conservative. 

How  do  the  election  and  the  shifting  political  mood  in  Wasfjing- 
ton  affect  the  outlook  for  gas  legislation? 

We  might  have  eliminated  both  incremental  pricing  and  the 
Fuel  Use  Act  imder  Carter,  but  under  Reagan  the  prospects 
look  even  better.  On  the  other  hand,  we're  very  concerned 
about  Reagan's  proposed  dismantling  of  government  energy 
programs  and  how  that  might  affect  the  development  of  syn- 
fuels — particularly  coal  gasification.  I  think  our  energy  policy  is 
moving  in  a  sensible  direction  of  greater  domestic  capability 


with  less  reliance  on  imported  oil.  Combine  that  wi 
Republican  Senate  and  a  more  conservative  House,  and  1 1 
you  have  a  more  production-conscious  body,  not  one  t 
going  to  b?  punitive  to  our  industry. 

There  are  indications  that  the  Reagan  Administration  will 
for  deregulation  before  1985  Would  you  support  that? 

I  think  deregulation  before  1985  would  be  viewed  on  Ca 
Hill  as  too  traumatic.  What  would  make  sense  would  be  to 
at  certain  selected  areas  like  the  NGPA's  deregulation  ol 
extremely  tight  sands  of  the  Appalachian  Devonian  shale 
Or  you  could  deregulate  offshore  drilling  in  water  over  50C 
deep.  That  could  add  up  to  more  supply  right  away.  Also,  v* 
seen  good  examples  of  where  deregulating  drilling 
15,000  feet  has  been  a  good  step.  You  could  make  the  ca 
another  drilling  zone — say  12,000  feet  instead  of  15,000  fe 
and  deregulate  that  sooner. 

Won't  opposition  to  full  deregulation  grow  more  intenst 
longer  you  wait''' 

I  think  we'll  be  able  to  make  the  case  that  a  restoratic 
controls  wouldn't  make  sense.  Remember,  a  lot  of  this  exp 
tory  drilling  increase  has  taken  place  not  just  because  price 
going  up  with  the  phaseout  of  controls.  There's  the  gro 
prospect  of  full  deregulation.  That's  the  light  at  the  end  o 
tunnel.  I  don't  think  you  want  to  take  that  away. 

With  full  deregulation,  are  gas  prices  likely  to  go  so  high  tt 
might  be  cheaper  to  use  oil? 

The  good  news  is  that  gas  supplies  are  improving.  Tht 
news  is  that  the  price  is  going  up  as  it  is  for  all  forms  of  en 
Our  projections  are  that  between  now  and  1990,  with 
tion,  the  total  increase  in  gas  prices  will  be  in  the  range  of 
to  14%  a  year.  We  say  the  real  comparison  ought  to  be 
whatever  is  the  logical  energy  alternative,  and  it  looks  like 
oil  prices  will  be  60%  higher  than  gas.  Gas  still  looks  to  b 
economically  preferable  choice,  especially,  in  the  case  of 
oil,  if  it  gets  us  off  imported  oil. 

In  short,  it  shouldti't  matter  whether  it's  cheaper  than  oil  or 
It's  available  and  it's  ours. — Tedd  A.  Cohen 
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What's  a  homeowner  to  do? 
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"With  a  wife  and  three  young  kids  my 
budget  really  didn't  allow  for  convert- 
ing to  gas  heat,"  says  one  36-year-old 
New  ferseyite  who  recently  spent 
$1,750  to  do  so,  "but  I  thought  the 
answer  was  clear." 

"Hell,  no,"  says  a  66-year-old  re- 
tired Connecticut  homeowner  who 
heats  his  house  with  oil  and  is  busily 
insulating  his  attic.  "I'd  rather  freeze 
than  spend  that  kind  of  money  on  a 
gamble." 

To  convert  or  not  to  convert,  that  is 
the  burning  question,  especially  in  the 
Northeast,  where  oil  supplies  perhaps 
half  of  the  home  heating  market,  and  especially  since  40% 
of  that  oil  is  imported.  But  the  choice  isn't  a  simple  one. 

Since  1977  the  price  of  home  fuel  oil  has  more  than 
doubled,  and  n;itionally,  on  average,  oil  now  costs  about 
twice  as  much  as  natural  gas.  Although  there  was  a  severe  gas 
shortage  a  couple  of  winters  ago,  it  affected  industrial  not 
residential  customers.  Gas  is  now  plentiful,  and  the  gas 
industry,  led  by  the  American  Gas  Association,  is  waging  a 
full-scale  war  for  the  market  against  fuel-oil  dealers,  led  by 
the  National  Oil  Jobbers  Council.  The  battles  so  far  have  been 
won  by  the  gas  side.  Over  the  past  two  years  about  750,000 
homeowners  made  the  switch  to  gas,  and  the  industiy  now 
holds  55%  of  that  79-million-home  heating  market,  rs.  20% 


Cunverti?!g  to  gas  in  Brooklyn,  X  Y 
The  line  is  going  to  get  longer. 


for  the  oil  dealers.  The  gas  supply 
there  and  growing,  says  the  AGA,  ai 
keeps  us  free  from  OPEC. 

"Foul,"  cry  the  oil  distributors 
though  it  may  be  cheaper  to  use  g 
now,  they  say,  how  long  will  its  pri 
advantage  last?  The  incoming  Reag; 
Administration  says  it  will  pusl]  f 
complete  decontrol  of  gas  prices  b 
fore  1985,  and  if  it  happens,  argue  t) 
jobbers,  gas  won't  be  significant 
cheaper  than  oil.  Also,  gas  prices  a 
bound  to  rise  as  more  expensive  e 
ploration  in  hard-to-reach  drilli 
areas  increases. 
Listening  to  outside  experts  is  just  as  confusing.  T 
independent  Consumer  Energy  Council  of  Arnerica  says  ( 
users  would  get  more  for  their  money  by  investing  in  bett 
insulation  rather  than  converting  to  gas.  Although 
CECA  didn't  endorse  oil  in  favor  of  gas  heat,  the  Enviro 
mental  Protection  Agency  has  supported  conversion  to  g; 
saying  that  high-efficiency  gas  burners  are  more  econon 
cal.  Now,  oil  marketers  counter  with  data  showing  that  c 
burners  on  average  are  16%  more  fuel  efficient. 

This  much  is  clear:  No  matter  what  you  use  to  heat  yo 
home.  It  won't  be  cheap.  And  whether  gas  has  an  edge 
not,  so  long  as  the  chances  look  good  for  a  U.S. -based  supp 
of  gas,  the  line  for  gas  conversion  will  get  longer. — TA.C. 
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}r  the  truckers,  the  recession  is  the  industry's 
imber  one  problem.  But  deregulation 
omises  to  make  some  painful  changes. 


l! 


mo 


Truckers 
and  shippers 


AST  YEAR,  over  the  bitter  opposition  of  most  of  the 
operators,  deregulation  at  last  came  to  the  trucking  in- 
■  dustry.  During  the  days  when  Congress  was  considering 
'2'"  Iprogram,  the  American  Trucking  Association — representa- 
ex]  ^  of  some  17,000  truckers  and  51  state  associations — paint- 
ing some  especially  apocalyptic  visions  of  what  would  transpire 
§ii)|eregulation  should  ever  come  about:  rate  wars  on  a  cataclys- 
^^h:  scale,  widespread  bankruptcies,  collapse  in  service,  espe- 
Oy  in  some  of  the  nation's  remote  areas.  As  the  first  year  of 
g'ji  2gulation  got  under  way,  the  industry  was  headed  for  trou- 
There  were  none  of  the  booming  upsurges  in  traffic  and 
Tti  lyant  profits  that  greeted  the  airlines  when  they  were  dereg- 
lien  ted.  Instead,  the  truckers  were  faced  with  sagging  traffic 
itb  Lmies,  falling  profits,  and  one  of  the  worst  recessions  the 
cot  ;king  industry  had  experienced  within  memory.  For  an 
be  :ssment  of  the  trucking  industry  and  its  prospects,  Forbes 
like  pped  in  on  Edward  Kiley.  Kiley  is  a  major  formulator  of  the 
toll  Vs  deregulation  strategy. 

ieo  )  what  ever  happened,  Forbes  asked,  to  all  those  price  wars  the 
was  predicting  a  while  back?  The  carriers  are  free  now  to  raise 

i  li  jwer  their  rates  by  10%  in  a  given  year  without  having  to  get  the 
rstate  Commerce  Commission 's  okay. 

—  ome  carriers  have  already  reduced  their  rates  by  10%  [see 

Others  have  held  back  because  they  don't  see  how  they're 
ig  to  make  it  with  their  rising  costs.  I'd  watch  to  see  how 

—  this  rate-cutting  continues  and  whether  these  carriers  can 
ipijl  their  rates  with  this  recession-slowed  traffic  and  still  make 
M  fits.  It  costs  a  certain  amount  to  move  traffic,  and  no 

:ker  can  charge  less  than  that  and  stay  in  business  for  long, 
rsi  '^t  the  real  problem  so  far  hasn't  been  price  wars  but  recession. 


Well,  I  think  in  the  future  many  carriers  will  probably  suffer 
these  competitive  rate  wars,  the  most  vulnerable  being  the 
small  irregular-route  truck  carriers  without  much  financial 
backing.  But  for  now  the  problem  is  still  rising  costs.  Unless 
costs  go  down,  and  there  is  no  indication  of  this,  equipment  is 
going  up,  labor  is  going  up  and  the  cost  of  fuel  will  continue  to 
go  up.  So  I  think  there  will  be  a  squeeze  on  profits.  But  as 
inflation  settles  down,  profits  might  go  back  to  normal. 

Thanks  to  the  recession  and  the  present  decline  in  truck  traffic,  the 
industr)'  ought  to  be  able  to  take  a  tougher  stance  with  labor  than  it 
did  last  time,  when  it  caved  in  with  1 2%  annual  pay  gairts. 

Certainly  if  revenues  and  profits  are  down,  it's  going  to  be  a 
different  bargaining  process  than  if  they  were  up.  If  the  carriers 
are  being  squeezed,  they  will  bargain  harder. 

At  the  same  time,  isn't  it  true  that  deregidation  ought  to  make  the 
Teamsters  somewhat  less  powerful  than  they  used  to  be? 

There  may  be  more  nonunion  truckers  under  deregulation. 
Everyone  has  guessed  that  if  there's  easier  entry  into  the 
market,  there  will  be  more  applications  from  individuals  who 
want  to  operate  new  truck  lines,  resulting  in  more  new  inde- 
pendent owner-operators.  Independents  have  no  reason  to  join 
a  union.  Thus,  as  more  traffic  goes  to  the  independents,  it  will 
affect  union  membership. 

The  ttuckers  will  have  a  lot  more  flexibility  in  setting  rates  and 
competing  for  busi>wss  than  they  used  to,  but  you  don't  really  think 
that  is  going  to  bring  a  lot  of  new  traffic  that  will  offset  the  impact  of 
those  lower  rates  on  their  profits? 

The  total  volume  of  traffic  is  the  result  of  the  level  of 
economic  activity,  not  the  level  of  rates.  Unlike  airlines,  we 
can't  get  more  customers  by  reducing  fares. 


Fighting  for  survival? 


New  freedom?  That's  rubbish,"  snorts  Arthur  Imperatore, 
president  of  North  Bergen,  N.J.'s  APA  Transport  Corp., 
ibout  the  deregulation  that  allows  truckers  to  raise  or  lower 
heir  rates  10%  without  government  monitoring.  Slashing 
ates  and  shaving  profit  margins,  he  says,  may  be  good  for 
he  customers  in  the  short  term  but  not  for  the  carriers, 
iventually  the  customers  will  be  hurt  too,  because  as  carri- 
rs  go  under,  the  victims  of  price  wars,  there  will  be  less 
ompetition  and  prices  will  rise  again.  Imperatore  says  the 
)nly  reascm  his  APA  Transport  took  what  he  calls  the 
'treacherous"  step  of  reducing  rates  10%  on  aggregate  ship- 
ncnts  in  excess  of  5,000  pounds  was  that  competitors  like 
)vcrnite  Transport  had  done  it  already. 

APA  is  a  regional  trucker  serving  10,000  customers  in 
^lew  Jersey,  New  York,  Pennsylvania,  Rhode  Island,  Massa- 
husetts.  New  Hampshire  and  Connecticut.  In  an  industry 
vhere  operating  profit  margins  average  4%,  APA  did  21% 
m  the  $64  million  in  revenues  in  1979.  For  the  first  nine 
nonths  of  last  year,  APA's  revenues  dropped  to  $57  million, 
nd  its  margin  narrowed  to  17.5%. 


Such  a  margin  would  look  pretty  good  to  Chrysler  or  U.S. 
Steel,  but  not  to  Arthur  Imperatore.  APA's  rate  cuts  didn't 
help,  but  these  affected  only  a  small  portion  of  its  revenues. 
The  recession  was  primarily  responsible  for  APA's  falling 
volume  and  profits.  The  labor  costs  are  high — about  65 
cents  on  every  dollar — and  fuel  prices  continue  to  climb. 
Even  at  that,  Imperatore  does  pretty  well  because  he  runs  an 
efficient  company.  Others  aren't  so  lucky. 

"The  industry  is  at  a  breakeven  point.  Volume  is  off, 
we're  in  the  deepest  decline  in  33  years.  There's  a  certain 
degree  of  panic  among  carriers.  Under  those  very  grave 
conditions  there's  the  pressure  and  leverage  of  reduced  rates 
pitting  carriers  against  each  other,  fighting  for  survival,"  he 
says.  "It's  a  myth  that  carriers  set  rates  at  any  level  they 
damn  please.  That's  impossible  in  a  situation  of  enormous 
capacity  chasing  declining  tonnage." 

As  long  as  rate-slashing  continues,  not  even  the  most 
efficiently  run  company  can  preserve  its  profits,  says  Imper- 
atore. "We're  not  invulnerable.  Successful  companies  like 
ours  are  marginal  at  best.  It's  difficult  to  survive." — B.B. 
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carrier  like  Leaseway  Transpurtation  to  become  a  common  cai 
or  Comolickiteci  Frei^htways  to  become  a  contract  carrier  '-' 

There's  no  question  that  the  big  general-freight  regular-r« 
carrier  will  probably  become  an  irregular  route  truckload  ci 
er  as  well  and  a  contract  carrier,  too.  There  will  be  more  spt 
rates  offered  shippers  as  a  result  of  the  new  dual  operation 
shipper  will  be  able  to  get  a  different  rate  because  the  cal 
can  now  be  a  contract  carrier — in  contract  with  him,  dedi 
ing  equipment,  giving  special  service. 

A)id  that  holds  for  agricnltimil  and  other  exempt  commom 
which  regulated  truckers  haren  't  been  able  to  handle  in  the  past 

The  bill  provides  that  the  commodity  restrictions  be  lil 
So  you  will  probably  find  more  carriers  carrying  more  c 
modities  than  they  carry  today. 

It's  going  to  change  the  way  the  game  is  played  prett}'  drasticc 

Big  shippers  may  be  getting  lower  rates  on  truckload  tr 
because  their  business  is  so  valuable  to  the  truckers.  But  si 
less-than-truckload  shippers  will  probably  pay  more  for  ser 
as  operators  raise  their  rates  to  compensate  for  price-cuttii 
truckload  freight.  The  new  act  also  improves  the  opportun 
for  the  private  carrier.  Before,  he  couldn't  haul  for  subsit 
corporations,  only  the  parent  corporation  could  haul.  Ger 
Mills,  for  example,  has  a  fleet  of  trucks  that  hauls  basic 
freight  for  General  Mills,  that's  their  primary  business,  ce 
manufacturing  and  grain.  General  Mills  also  owns  a  Ic 
subsidiaries:  Eddie  Bauer  (sports  shops).  Red  Lobster  Inn, 
ker  Brothers  (games).  They  can  now  haul  for  all  these  subsii 
ies.  That  means,  of  course,  a  loss  of  traffic  to  the  comj 
carrier  he  was  using  before. 

Will  you  be  taking  mone}'  away  from  the  railroads? 

What  the  trucking  industry  has  grown  on  over  the  years 
been  with  traffic  the  railroads  don't  want — serving  points 
don't  want  to  serve.  They  gave  it  up.  We  merely  want  t 
what  we're  doing  more  efficiently. — Beth  Brophy 


Truckers  and  shippers 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5.y. 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

ran 

Truckers 

RLC 

.30.8% 

1 

23.0% 

1.7 

10.0% 

4 

10.8% 

6.3% 

10.4% 

8 

210.4% 

1 

Leaseway  Transportation 

24  0 

2 

20.9 

1.5 

9.7 

5 

10.6 

4  6 

13.7 

6 

15.5 

4 

Ryder  System 

22.4 

3 

17.5 

1.6 

7.1 

7 

9.4 

3.4 

20.0 

1 

38.9 

2 

Consol  Freightways 

22.4 

4 

13.2 

0.3 

9.9 

2. 

17.6 

2.7 

16.0 

4 

20.1 

3 

Roadway  Express 

22.3 

5 

21.3 

0.0 

20.0 

1 

21.1 

5.9 

16.7 

3 

14.9 

5 

Yellow  Freight  System 

19.0 

6 

9.0 

0.3 

5.9 

3 

13.6 

2.4 

17.3 

2 

9.4 

6 

McLean  Trucking 

12.5 

7 

def 

1.0 

0.5 

6 

9.6 

def 

15.8 

5 

1.6 

8 

Allied  Van  Lines 

9.2 

8 

11.6 

0.7 

8.8 

8 

7.3 

0.4 

12.1 

7 

3.1 

7 

Medians 

22.4 

15.4 

0.9 

9.3 

10.7 

3.1 

15.9 

15.2 

Other  surface  transportation 

Natomas 

25.6% 

1 

29.7% 

0.6 

20.1% 

1 

16.8% 

15.5% 

40.1% 

2 

31.4% 

2 

Gelco 

25.1 

2 

32.9 

4.5 

10.5 

6 

7.2 

5.7 

60.0 

34.9 

1 

Transway  IntI 

18.2 

3 

11.5 

0.2 

9.7 

2 

14.6 

2.5 

9.7 

6 

10.7 

4 

.Moore  McCormack  Res 

17.3 

4 

18.0 

0.9 

9.2 

5 

9.2 

7.4 

20.0 

3 

21.4 

3 

Greyhound 

13.2 

5 

15.8 

0.5 

11.6 

3 

9.6 

2.6 

5.8 

7 

4.5 

6 

Alexander  &  Baldwin 

12.5 

6 

23.1 

0.6 

14.6 

4 

9.4 

14.5 

9.7 

5 

4.7 

5 

Seatrain  Lines 

def 

7 

def 

NE 

def 

7 

2.4 

def 

18.2 

4 

D-D 

7 

Medians 

17.3 

18.0 

0.6 

10.5 

9.4 

5.7 

18.2 

10.7 

Industry  medians 

19.0 

17.5 

0.7 

9.7 

9.6 

3.4 

16.0 

14.9 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note:  Explanation  of  Yardsticks  calculations  on  page  49. 
D-D:  deficit  to  deficit     def:  deficit.  NE:  negative  equit\- 
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American  Trucking  Association  's  Edward  Kiley 

^truckers  are  squeezed,  they'll  bargain  harder  with  labor. 

Which  is  why  those  rate  wars  you  keep  forecast  ing  could  be  so 
destructive.  It's  that  old  zero  sum  game  where  nobody  makes  any 
gains  except  at  somebody  else's  expense. 

That's  right.  As  the  competitive  pressures  mount  and  rate 
reductions  are  made,  the  bigger  companies  will  perform  better, 
since  they  have  the  financing  available  to  withstand  the  rate 
competition.  They  can  achieve  economies  of  scale  better  than 
the  smaller  truckers.  Usually  the  bigger  companies  have  more 
efficient  managements,  too.  Because  they  can't  compete  with 
the  lower  rates  of  the  bigger  truckers,  the  smaller  truckers  will 
either  be  forced  to  stop  competing  in  certain  markets,  or  they 
will  be  absorbed  by  large  companies  or  go  out  of  business. 

So  the  big  carriers— public  companies  most  of  them — are  likely  to 
be  the  big  gainers  from  deregulating.  Do  you  expect  the  distinction 
between  carriers  to  break  down,  too?  Would  you  expect  a  contract 
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If  it  concerns  you,  advertise  in"The  Inside  Story'Mn  Forbes 


In  beer  and  soft  drinks,  most  of  the  market 
thafs  still  available  is  somebody  else's. 


Beverages 


THE  TROUBLE  WITH  matUTC  industries  is  that  competition 
is  pretty  much  the  old  zero-sum  game.  Company  A  can 
expect  to  make  any  substantial  gains  only  at  the  expense 
of  company  B,  and  that's  exactly  what  has  been  going  on  in  the 
beverage  industry  for  some  years  now:  an  allout  war  for  market 
share  among  the  industry  leaders,  with  strong  challenges  from 
second-tier  producers.  In  carbonated  soft  drinks  it's  Coke  and 
Pepsi — again — with  backfield  challenges  from  a  hungry  Philip 
Morris  (7UP)  and  the  field's  newest  entrant,  Procter  &  Gamble 
(Crush).  In  beer,  beleaguered  Philip  Morris  is  continuing  its 
second-place  onslaught  against  Anheuser-Busch.  Meanwhile, 
G.  Heileman  and  a  resurgent  Adolph  Coors  are  scoring  points 
against  weak  sisters  Pabst,  Schlitz  and  Olympia. 

The  problems  are  the  same  for  both  soda  pop  and  beer: 
Carbonated  soft-drink  volume,  which  grew  at  better  than  7%  a 
year  in  the  Sixties  and  Seventies,  is  likely  to  slow  to  4%  or  less 
during  the  coming  decade.  Beer  consumption,  meanwhile, 
settled  down  to  a  modest  3%  annual  growth  rate. 

Inflation  and  recession  have  only  made  things  worse.  Pre- 
cipitous increases  in  the  cost  of  fuel,  labor,  packaging  and  raw 
materials — sugar  has  nearly  trebled  in  price  during  the  past  12 
months — have  cut  into  margins.  Although  some  of  the  slack 
has  been  taken  up  by  price  increases,  the  limits  are  quickly 
approaching:  Beer  and  soft-drink  consumers  are  increasingly 
price-sensitive  impulse  buyers. 


So  marketing  makes  all  the  difference.  Last  year  Pepsi  s 
about  $90  million  on  advertising  while  Coke's  ad  budge 
proached  $103  million.  And  a  wave  of  discounting  and  iti 
pricing  moved  the  battle  on  to  the  supermarket  shelves.  VI 
Coca-Cola's  dollar  sales  increased  by  over  18%  last  yeai 
profits  were  flat.  Pepsi,  on  the  other  hand,  not  only  show 
12%  profits  rise  on  a  sales  jump  of  over  15%  but  also  sued 
ed,  at  least  for  a  while,  in  snatching  away  from  Coke  first  ] 
in  supermarket  sales,  though  Coke  still  dominated  the  mi 
overall — with  around  35%  to  Pepsi's  25%.  I 

The  losers,  of  course,  are  the  smaller  players.  Royal  Cron 
distant  third  in  the  cola  market,  watched  profits  drop  13%i 
4%  sales  increase.  "We  just  cannot  afford  to  promote  thei 
the  competition  does,"  admits  a  glum  Royal  Crown  off) 
Philip  Morris,  meanwhile,  saw  Seven-Up's  market  S 
shrink  from  5.6%  to  5.4% — that's  a  swing  of  $25  millia 
sales.  Procter  &  Gamble,  the  big  new  force  in  the  businei 
not  talking. 

Bottlers  are  worried  too:  The  shift  to  high-fructose 
sweeteners  has  taken  some  strain  off  margins,  but  unde 
ply — combined  with  a  doubling  of  prices  last  year — has  se 
ly  limited  the  relief.  Likewise,  the  shift  to  two-liter  p 
bottles  has  reduced  packaging  costs,  but  at  the  expense  of  i 
"The  size  is  heavy  and  bulky,"  says  Lehman  Brothers  an 
John  Maxwell  Jr.  "As  a  result,  people  seem  to  be  buying 
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Yardsticks  of  management  perf  onnanee 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-^ear 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rao 

G  Heileman  Brewing 

30.2% 

1 

33.7% 

0.3 

23.9% 

2 

22.3% 

4.8% 

26.2% 

1 

30.3% 

1 

Coca-Cola 

23.6 

2 

21.6 

0.0 

20.2 

1 

22.3 

7.4 

14.1 

4 

11.9 

41 

PepsiCo 

21.9 

3 

22.1 

0.5 

15.3 

3 

16.0 

4.9 

19.6 

2 

16.5 

2! 

Brown-Forman  Dist 

16.8 

4 

23.9 

0.4 

17.1 

5 

13.0 

8.2 

11.7 

7 

16.2 

31 

Heublein 

16.2 

5 

16.8 

0.5 

12.0 

7 

11.7 

4.1 

9.7 

9 

9.3 

9 

Anheuser-Busch  Cos 

15.6 

6 

18.1 

0.5 

11.5 

9 

10.0 

5.2 

13.7 

5 

9.3 

8 

Royal  Crown  Cos 

15.0 

7 

12.5 

0.6 

9.3 

4 

13.0 

2.9 

13.6 

6 

3.4 

11 

National  Distillers 

12.9 

8 

10.5 

0.3 

8.4 

8 

10.2 

5.0 

8.2 

11 

10.8 

5 

Adolph  Coors 

12.8 

9 

10.8 

0.0 

10.0 

6 

12.1 

8.2 

11.5 

8 

7.9 

101 

Seagram 

10.8 

10 

11.8 

0.4 

9.8 

10 

8.4 

5.7 

6.3 

12 

10.3 

6 

Olympia  Brewing 

8.5 

11 

4.3 

0.2 

4.1 

11 

7.4 

0.8 

17.1 

3 

10.1 

7 

Pabst  Brewing 

6.8 

12 

4.1 

0.1 

3.7 

12 

6.2 

1.3 

8.4 

10 

-A.3 

12 

)os  Schlitz  Brewing 

0.7 

13 

def 

0.3 

def 

13 

1.4 

def 

5.4 

13 

-AAA 

13 

Industry  medians 

15.0 

12.5 

0.3 

10.0 

11.7 

4.9 

11.7 

10.1 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 
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Note:  Explanaiion  of  Yardsticks  calculations  on  page  49. 
def:  deficit. 


216 


FORBES,  JANUARY . 


)en)ui}ket  display  for  Miller  beer 
rewards  of  market  share  are  too  big  to  ignore. 


at  a  time."  And  sales  of  the  higher-margin  sugar-free 
ucts — Tab,  Diet  Pepsi  and  the  hke — while  growing  at  a 
ificant  rate,  are  nonetheless  being  held  down  by  consumer 
;em  with  FDA  reports  linking  saccharin  with  cancer, 
there  is  any  difference  in  the  beer  market,  it  is  that  the 
[(;J|:ing  order  seems  to  be  a  lot  clearer.  Despite  Philip  Morns' 
ess  with  Miller,  Anheuser-Busch  has  retained  its  solid  hold 
List  place,  accounting  for  28.4%  of  all  domestic  beer  sales, 
rding  to  John  Maxwell.  "We're  in  the  middle  of  a  $2  billion 
tal  expansion  program,"  says  an  A-B  officer,  "virtually  all 
devoted  to  increasing  capacity."  Miller,  meanwhile,  has 
^^m  chastened  by  the  test-market  failure  of  two  beers — 


te 

mm 


Clipper  and  Players — and  the  disappointing  performance  of 
domestic  Lowenbrau.  An  attempt  at  raising  prices  last  spring 
also  fizzled  when  Anheuser-Busch  refused  to  follow  suit. 

At  the  bottom  end,  there  may  be  cause  for  cautious  optimism. 
After  years  of  agony,  Schlitz'  continuing  sales  decline  appears  to 
be  slowing,  although  the  brewer  has  relinquished  its  number 
three  spot  to  Milwaukee  neighbor  Pabst,  and  was  forced  to  sell  off 
Its  5.4-million-barrel  Syracuse,  N.Y.  brewery  to  Anheuser. 

Meanwhile,  there  is  still  money  to  be  made  in  the  middle, 
where  the  regional  brewers  have  been  able  to  carve  markets 
out  of  holes  in  the  national  brewers'  distribution  networks. 
Heileman  continues  to  be  the  leader  in  growth  and  profitabil- 
ity, With  an  impressive  25%  earnings  gain  on  a  sales  jump  of 
over  20% .  Adolph  Coors,  the  Colorado  brewer,  has  recovered 
some  western  market  share  lost  during  its  Drang  nach  Ostefi . 
Last  year,  sales  were  up  12%  and  earnings  gained  almost  8%. 

The  biggest  question  continues  to  be  pricing.  "It  boils  down 
to  this,"  comments  Smith  Bamey's  Joseph  Doyle.  "Will  the 
industry  establish  healthy  prices  that  allow  for  better  profit 
margins  and  bigger  retums  on  capital,  or  will  it  revert  to  its 
past  practice  of  putting  market  share  gains  ahead  of  financial 
and  pricing  considerations?" 

One  thing  is  clear:  The  industry  is  unlikely  to  abandon  its 
preoccupation  with  market  share  any  time  soon.  The  rewards 
are  simply  too  great.  After  all,  Coca-Cola's  commanding  posi- 
tion in  the  market  has  played  no  small  role  in  its  long-term 
success.  More  to  the  point:  In  moving  Miller  from  seventh 
place  in  the  beer  business,  with  under  5%  of  the  market,  to 
second  place  with  over  20%,  Philip  Morris  transformed  a  ho- 
hum  midwestern  brewer  into  one  of  the  industry's  biggest 
moneymakers. — Stanley  Ginsberg 


d  r  the  utilities,  the  overriding  question  is: 
n  they  afford  to  finance  the  growth  that  lies 
^,tead  of  them  in  the  Nineties? 


Electric  utilities 


OR  DECADES  DuKE  PoWER  OF  CHARLOTTE,  N.C.  WaS  One 

of  the  U.S.'  leading  proponents  of  cheap  electric  power. 
Every  year  the  company  built  more  generating  capacity 
»Id  more  power  at  lower  cost  and  higher  profits.  But  now 
;s  have  changed.  Duke  still  sells  more  power  than  ever 
e,  but  the  costs  are  higher  and  the  profits  lower.  The 
jany  has  put  on  the  brakes.  Now,  it  is  selling  conservation 
ad.  Says  Duke's  CEO,  Carl  Horn  Jr.  "It  used  to  cost  less 
ilowatt  to  build  each  year.  That  turned  around  in  1970." 
ook  Duke  a  while  to  realize  what  was  happening.  Demand 
still  growing  at  about  7%  a  year.  By  the  early  Seventies 
tion  and  the  high  cost  of  money  had  begun  catching  up  with 
/ery  new  kilowatt  of  capacity  cost  roughly  double  what 
ing  capacity  had  cost.  To  meet  demand  Duke  would  have 
:o  triple  its  assets  in  ten  years.  The  company  was  already 
ing  in  debt,  costs  were  rising  and  the  delay  in  rate  adiust- 
ts  that  had  once  helped  eamings  was  now  depressing  them. 
August  1974  the  company  finally  faced  the  fact  that  the 
d  had  changed.  Duke  Power  simply  could  not  afford  to  go 
;rowing.  Says  Horn,  waving  a  lighted  cigarette  at  the 
live  boardroom  table,  "The  concept  of  load  management 
ffort  to  reduce  peaks  in  demand]  was  bom  right  here.  We 
ly  had  to  do  something  to  reduce  demand." 

ES,  lANUARY  .S,  1981 


The  strategy  worked.  Since  then  the  growth  in  Duke's 
Sunbelt  region  has  dropped  from  an  average  of  10%  a  year  in 
the  Sixties  to  4.2%  today,  and  the  company  plans  to  keep  it  at 
or  below  that  level  through  the  mid-Nineties.  The  utility  is 
spending  $10  million  a  year  to  sell  customers  on  conservation, 
persuading  them  to  install  home  insulation  and  use  time-of- 
day  rates.  It  will  spend  another  $14  million  a  year  by  1985  to 
install  load  management  equipment,  which  helps  conserve 
electricity  during  peak  periods.  By  1994  that  $340  million 
investment  will  cut  Duke's  prospective  capacity  needs  by 
some  24%  and  save  about  $10.4  billion  in  construction  bills. 

Duke  cannot  stop  building  altogether.  "We  just  want  to  keep 
our  expansion  at  the  very  minimum,"  says  Horn.  Duke  has 
about  $3.6  billion  worth  of  capacity  under  construction  and 
slated  for  operation  in  or  before  1986 — an  overall  39%  expan- 
sion in  capacity.  But  it  managed  to  finance  that  only  by  selling 
nearly  half  the  new  capacity  to  publicly  owned  rural  and 
municipal  customers  in  North  and  South  Carolina  who  are 
expected  to  pay  an  estimated  $1.8  billion.  "The  day  existed 
when  we  wouldn't  have  done  this  on  principle,"  says  Horn. 
"But  when  survival  becomes  the  issue,  philosophy  goes  out  the 
window."  Duke  shouldn't  need  outside  financing  until  1982. 

The  financial  problems  that  faced  Duke  in  1974  now  haunt 
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leaching  new  tricko 


For  many  years,  aircraft  and  aluminum  were  almost 
synonymous.  But  new  metals  and  materials  have  been 
invading  aluminum's  domain.  Engineers  have  been  turning  to 
titanium  and  cotnposites  (materials  made  of  boron,  graphite 
or  carbon  fibers)  when  advanced  technology  is  involved. 
Lockheed,  however,  has  been  turning  the  technological 
tables,  using  new  approaches  to  bring  about  a  renaissance 
in  aluminum  as  an  advanced-technology  material. 

Powdering  aluminum 
to  save  millions. 

Today,  aluminum  can  withstand  maximum  temperatures 
of  about  250°F  for  limited  periods.  But  future  super- 
sonic aircraft  must  endure  temperatures  of  300°F  for 
long  periods. 

Yet  aluminum  offers  many  advantages.  It's  36%  lighter 
than  titanium.  It  costs  much  less  than  titanium  or  com- 
posites. And  it's  far  easier  to  fabricate. 

To  retain  these  advantages,  Lockheed  is  working  with 
microscopic-sized  aluminum  particles,  1  to  2/lOOOths 
of  an  inch  in  diameter.  When  alloyed  with  lithium, 
cobalt  or  iron,  the  results  are  dramatic.  For  example, 
an  alloy  of  3%  lithium  and  97%  powdered  aluminum 
equals  or  exceeds  the  strength  of  conventional  alloys  — 
but  is  10%  lighter,  a  weight  saving  that  could  mean 
millions  of  gallons  in  fuel  savings.  And  the  alloy  can 
withstand  prolonged  temperatures  of  300°F. 

The  supersonic  transport  shown  above  could  become 
practical  in  the  1990's,  thanks  in  part  to  the  light  weight 
and  superior  strength  of  powdered  aluminum  alloys. 


Graphite/ Aluminum  booms.  They  have  extraordinary 
strength-to-weight  ratios. 

This  wonder  of  advanced  technology  will  be  made, 
part,  of  a  remarkable  new  material  based  on  aluminum 
al  matrix  composite  technology.  Two  slender,  rectangu 
hollow  structures  — 13  feet  by  3.4  inches  by  1.7  inches 
do  double-duty  as  structural  booms  and  antenna  wave 

Made  of  60%  aluminum  and  40%  graphite  fibers,  th 
will  be  as  stiff  as  any  known  structural  material  —  30% 
than  steel  but  13%  lighter  than  conventional  aluminunj 
Weighing  only  8  pounds  apiece,  they  will  have  one  of 
highest  stiffness-to-weight  ratios  of  any  structure  ever  I: 

This  use  of  graphite/aluminum  in  space  points  the  v 
Earth  applications  where  great  stiffness  and  extremely 
weight  are  needed. 


Powdered  aluminum  would  be  used  in  40%  of  this  advanced  jetliner  in  the  I990\ 


er  up...with  37  lbs.of  aluminum" 


electric  car  has  long  been  a  dream,  but  approaches 

■laditional  lead  acid  or  nickel  iron  batteries  present  a 
'»m.  They  must  be  recharged  every  80  to  100  miles. 
:  kheed,  however,  is  working  on  a  possible  solution: 
!  minum-air  battery  that  provides  much  greater  range, 
ically,  the  battery  uses  37  pounds  of  aluminum  plates 
'/2  gallons  of  tap  water,  with  caustic  soda  as  an  active, 
3ting  electrolyte  that  reacts  with  air.  It  would  power 
jll  car  about  250  miles.  Then  the  driver  would  make  a 
^pf^jiute  stop  at  a  service  station,  adding  6V2  gallons  of 
jOfjland  removing  107  pounds  of  residue  — aluminum 
,„  l^ide  that  can  be  recycled  back  into  aluminum, 
ry  900  miles,  the  driver  would  spend  15  minutes  at 
rvice  station  to  "recharge"  with  60  aluminum  plates 
ing  37  pounds. 

nciful  vision?  Not  when  the  industry  on  which  the 
y  is  based  — aluminum  — is  already  in  place. 


Bewhiskered  aluminum. 

To  save  fuel,  the  ideal  wing  of  a  large  aircraft  would  be 
long  or  narrow— or  both.  The  wider  the  wing  relative  to  its 
length,  the  more  fuel  the  aircraft  burns.  However,  long  alu- 
minum wings  tend  to  flutter  and  vibrate  due  to  their  lack  of 
stiffness.  Solving  those  problems  thus  far  has  required  extra 
structural  weight  that  largely  reduces  the  fuel  savings. 

The  solution:  new  structural  materials  stiffer  and  lighter 
than  conventional  aluminum  alloys.  Working  in  that 
direction,  Lockheed  has  developed  new  materials  that 
could  be  used  in  operational,  fuel-saving  wings  within 
10  years. 

Lockheed  reinforces  conventional  aluminum 
alloys  with  tiny  whiskers  and  fibers  of  silicon 
carbide.  One  such  alloy  reinforced  with  10-30% 
whiskers  is  as  stiff  as  hard-to-fabricate  titanium. 
It  also  is  lighter  and  cheaper  than  titanium, 
lighter  even  than  aluminum  — and  as  easy 
to  fabricate  as  aluminum. 

Today  the  Lockheed-built  C-5  (shown  in  blue  at  the 
right)  is  the  world's  largest  aircraft. 
The  drawing  shows  an  even 
larger,  more  economical 
transport  that  would 
be  possible  through  extensive 
use  of  these  new  silicon  carbide/aluminum  materials 


Lockheed 


the  whole  electric  utility  industry.  Construction  costs — pegged 
at  over  $55  billion  for  the  next  two  years  by  Paine  Webber 
analyst  Charles  Benore — have  clearly  gotten  out  of  hand,  and 
most  companies  are  already  heavily  overburdened  with  high- 
interest  debt.  In  struggling  to  complete  unaffordable  construc- 
tion programs,  companies  must  borrow  long-term  money  at 
rates  of  15%  and  above,  and  have  had  to  raise  capital  by  issuing 
new  stock  at  an  average  25%-to-30%  discount  to  bot)k  value. 
It's  a  situation  that  clearly  cannot  go  on  forever. 

In  the  circumstances,  the  abrupt  slackening  in  electric  pow- 
er demand  has  come  to  seem  like  a  blessing  in  disguise.  A  7% 
growth  rate  required  doubling  capacity  every  10  years.  A  3% 
rate  requires  doubling  only  every  24  years. 

But  the  electric  utilities  still  have  big  problems.  When 
there's  a  1 0-year  gap  between  the  inception  and  completion  of 
a  project,  companies  must  predict  their  growth  rates  lO-to-15 


years  in  advance — well  beyond  the  5-year  plarming  cycle 
companies  consider  realistic.  And  what  if  they  are  wi 
What  if  the  industry  resumes  its  historic  7%  pattern? 

In  fact,  the  industry  is  still  suffering  the  effects  of  plar 
mistakes  it  made  in  the  early  Seventies  when  many  comp, 
started  major  construction  programs  in  anticipation  of 
growth  that  never  materialized.  The  results  were  top-b  jfnni 


debt  structures  and  sagging  earnings  and  rates  of  return 
industry  had  an  average  31%  reserve  margin  during 
periods  last  year — well  above  the  20%  safety  cushioi 
quired — and  it's  not  going  to  work  that  off  for  years, 
analysts  look  for  only  3%  growth  in  demand.  At  that 
utilities  should  still  have  a  reserve  margin  of  well  over  30 
1989,  provided  current  construction  timetables  are  met, 
Goldman,  Sachs'  Ernest  Liu.  At  higher  rates  of  growth, 
would  still  be  ample  reserves  at  the  end  of  the  decade,  he 
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Electric  utilities 
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11 
12 
13 
14 


8.9 
10.3 
11.8 

2.4 


1.2 
1.0 
0.9 
1.0 


5.3 
5.8 
5.6 
3.4 


11 
12 
14 

13 


5.7 
5.6 
5.3 
5.4 


6.4 
10.7 
7.5 
1.9 


10.5 
12.8 
12.8 
14.2 


14 
8 
9 
2 


-1.9 
-0.8 
-0.3 
-3.3 


ImCoi 
iBictritii 
ncky  Uii 


asliilitie 
Sillies  Ui 


Medians 


11.5 


11.3 


0.9 


6.3 


6.4 


9.1 


13.0 


2.8 


Midwest 

Public  Service  Indiana 
Indianapolis  Pwr  &  Lt 
Wisconsin  Public  Svc 
Kansas  Power  &  Light 
Cleveland  Elec  Ilium 


15.1% 

14.5 

13.6 

13.0 

12.8 


13.9% 

16.1 

13.2 

14.0 

10.9 


0.7 
0.8 
0.6 
0.7 
0.8 


7.0% 

7.7 

6.7 

7.1 

6.4 


7.4% 

6.9 

7.2 

6.8 

7.0 


19.7% 
17.1 
8.3 
13.1 
13.7 


16.9% 

15.4 

16.7 

18.4 

13.9 


7 
12 
8 
2 
20 


8.2% 

5.0 

7.6 

4.3 

2.1 


Cincinnati  G  &  E 
Illinois  Power 
No  States  Power 
Wisconsin  Pwr  &  Lt 
Union  Electric 


12.7 
12.7 
12.6 
12.6 
12.3 


6 
7 
8 
9 
10 


11.3 
13.3 
10.9 
13.1 
14.3 


1.1 
0.9 
0.7 

0.7 
0.9 


6.4 
6.8 
5.6 

6.7 
6.7 


7 
10 
15 

6 
12 


6.8 
6.6 
6.3 
6.8 
6.4 


9.5 
12.9 
9.3 
8.8 
14,9 


15.1 
16,4 
13,8 
17,0 
14,9 


13 
9 

21 
6 

15 


3,0 
1.8 
3.3 
5.3 
4.3 


Wisconsin  Elec  Power 
Central  111  Pub  Svc 
Consumers  Power 
Toledo  Edison 
American  Elec  Power 


12.1 
12.1 
11.8 
11.7 
11.5 


11 
12 
13 
14 
15 


11.5 
12.0 
9.8 
10.5 
11,5 


0,7 
1.0 
0.8 
1.0 
1.1 


6.1 

6.7 
5.5 
6.4 
6.9 


8 
13 
18 

9 
11 


6.7 
6.4 
6.0 
66 
6.5 


8.5 
10.8 

9.1 
16.5 

9.6 


13.8 
17.7 
14.5 
18.2 


22 
5 

18 
3 
4 


6.8 
0.6 
6.2 
-1.5 
-0.7 


•teCali 


Allegheny  Power 
Ohio  Edison 
Dayton  Power  &  Light 
Central  Illinois  Lt 


11.2 
10.8 
10.4 
10.3 


16 
17 
18 
19 


10.8 
9.6 
10.4 
10.5 


1.0 
1.0 
1.0 
0.8 


5.9 
5.7 
6.0 
5.4 


16 
16 
14 
21 


6.1 
6.1 

6.4 

5.5 


7.9 
12.7 
10.1 

8.0 


15.7 
15.4 
14.5 
19.2 


10 
11 

17 
1 


0.4 
-1.8 
-1.7 

-1.7 


Kansas  City  Pwr  &  Lt 
Commonwealth  Edison 
Duquesne  Light 
Detroit  Edison 


10.3 
9.9 
9.6 
9.6 


20 
21 
22 
23 


13,2 
8,7 

10,6 
8,9 


1,0 
1,0 
0,9 
1,0 


6.1 
5.2 
5.9 
5.3 


23 
20 
19 
22 


5,4 
5,6 
5,6 
5,4 


14,8 
10.5 
13,6 
10,1 


15,1 
13,4 
14.8 
14,2 


14 

23 
16 
19 


0,7 
-0,8 
-5,4 

0,8 


Medians 


12.1 


11.3 


0.9 


6.4 


6.4 


10.5 


15.4 


1.8 


Note:  Explanation  of  Yardsticks  calculations  on  page  49 
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^I^Ua.  the  costs  of  carrying  all  that  unused  capacity,  it's  no 
"'^''^er  he  says,  "The  electrical  utility  industry's  long-term 
imentals  continue  to  be  unfavorable, 
t  because  of  long  lead  times  involved  in  new  plant  con- 
tion,  executives  are  already  planning  for  1990  and  beyond, 
I  these  excess  reserve  margins  may  be  exhausted,  and  are 
lering  how  they're  going  to  finance  their  future, 
eturj  -gely  in  the  interest  of  financial  health,  not  a  few  compa- 
have  taken  tacks  similar  to  Duke  Power's.  Southern 
arnia  Edison  has  reduced  growth  projections  to  under  3% 
r  for  the  Eighties  via  conservation  and  load  management. 
990,  It  plans  to  be  meeting  almost  one-third  of  its  new 
'"t  \nd  with  alternate  energy  sources  such  as  wind  power, 
liermal,  fuel  cells  and  cogeneration  (industrial  generation 
excess  steam).  New  England  Electric  System  has  similar 
.  And  last  November,  Virginia  Electric  dropped  a  nuclear 
in  favor  of  load  management. 

ese  companies  have  their  critics.  At  peak  periods  in  1989, 
I  Power  will  have  only  10%  reserve  margins,  or  about  half 
the  industry  considers  prudent.  That's //'the  plan  to  keep 


ear*. 


growth  down  works.  If  it  doesn't,  says  Donaldson,  Lufkin  &. 
Jenrette's  Ed  Gaylor,  "they  will  be  power  short."  Duke 
counters  that  it  can  build  small  facilities  quickly,  or  buy  power 
from  Its  neighbors  in  a  pinch.  The  others,  too,  think  the  risks 
are  supportable.  Besides,  they  say,  there  are  no  alternatives. 

"The  conservation  ethic  certainly  has  its  place,"  says  Willis  S. 
(Pete)  White  Jr.,  head  of  American  Electric  Power,  one  of  the 
U.S.'  best-run  and  most  efficient  companies.  "But  if  the  econo- 
my is  going  to  grow  [in  real  terms],  no  one  would  dispute  that  it's 
going  to  take  more  energy."  Conservation  without  construc- 
tion, he  feels,  could  lead  to  long-feared  brownouts  and  that  could 
affect  the  economy,  employment  and  the  industry's  ability  to 
produce.  Design  your  own  apocalypse. 

AEP  does  have  conservation  and  load-management  pro- 
grams. It  even  has  an  innovative  technology  of  its  own  for 
home  heating.  But,  says  AEP's  chief  systerrj  planner,  Gregory 
S.  Vassell,  flatly,  "I  think  >7i()st  conservation  has  already  taken 
place.  We  are  certainly  for  it,  but  we  aren't  going  to  jump  to 
any  conclusions  before  all  the  facts  are  in."  White  and  Vassell 
therefore  plan  to  build.  In  this  decade  alone,  AEP  will  spend  at 
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14.1% 

13.0 

12.6 

12.6 

12.0 


15.4% 
13.9 
10.7 
12.8 
II. 0 


0.8 
0.8 
0.7 
0,8 
1.3 


6.9% 

7.2 

S.7 

6.2 

5.9 


6.4% 

6.8 

6.1 

6.3 

6.1 


9.4% 
18.5 
8.0 
9.6 

8.5 


19.2% 

15.8 

19.3 

16.8 

18.7 


2 
10 

7 
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7.9% 

8.6 

4.7 

5.9 

1.9 


Carolina  E  &  G 
^olina  Pwr  &  Lt 
tomac  Elec  Power 
timore  Gas  &  Elec 


12.0 
11.8 
11.5 
11.4 


11.5 
9.4 
12.7 
11.4 


1.0 
0.9 
1.0 
0.9 


5.7 
5.3 
6.9 
6.4 


6.1 
6.2 
6.6 
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10.3 
13.6 
12.5 
11.3 


16.4 
17.2 
14.5 
12.7 
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6 
12 
13 
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4.3 
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isville  Gas  &  Elec 
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Electric  &  Power 

tucky  Utilities 
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14.1 
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14.2 
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5,4 


8.0% 
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7.3 
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10.4 
18.5 
12.9 
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8.6 
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19.6 

18.9 
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19.6 

20.5 
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14.3 
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Ni  )ie:  Explanation  of  Yardsticks  calculations  on  page  49 
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Diihv  I'oii  vr  I'n'sicleiil  Hill  Lee  ( Ict  i )  (i>hl  (Ictrl  Hum  jr. 
Philosophy  went  out  the  window. 


least  $4  billion  on  new  coal-fircd  capacity. 

Rut  in  many  ways  AEP's  position  is  special.  Sprawling  across 
eastern  coal  fields,  AEP  has  plenty  of  low-cost  fuel  at  hand,  and 
if  It  ends  up  with  capacity  it  cannot  use,  AEP  can  sell  any 
excess  to  its  neighbors  because  its  massive  coal-fired  plants 
can  provide  cheaper  power  than  most  of  its  compatriots  can. 


More  to  the  point,  because  it  has  been  able  to  realize  a  re 
on  its  unneeded  capacity,  AEP's  balance  sheet  is  still  in  rea 
ably  good  shape,  and  it  can  still  afford  to  finance  its  expansi 

Companies  like  Northeast  Utilities  are  not  so  fortur 
Saddled  with  expensive  nuclear  and  oil-fired  plants,  they 
already  paying  dearly  for  overcapacity.  These  companies  i 
rate  increases  to  cover  heavy  interest  and  building  costs 
utility  commissions,  mired  in  the  politics  of  rate-making 
reluctant  to  grant  them.  If  commissions  were  willing  to  g 
rates  to  cover  true  costs,  the  industry  argues,  it  would  b 
clover.  But  for  the  most  part,  they  are  not. 

Which  is  why  for  the  time  being  conservation  and 
management  may  be  the  only  way  out.  According  to  Hari 
Business  School's  energy  expert,  Robert  Stobaugh,  co-authd 
Ijieixv  I'liimv ,  utilities  could  save  15%  to  20'7o  of  the  natil 
energy  consumption  by  investing  in  conservation  and  alte 
tive  energy.  "If  they  do  that,"  Stobaugh  says,  "they  are 
going  to  be  power  short.  It's  as  simple  as  that.  And  on 
handful  have  even  started."  No  one  recommends  utilities 
construction  now  in  progress.  "The  trouble  is  that  ml 
utilities  see  their  job  as  building  power  plants,"  says  Stobaij 
"not  providing  overall  energy  service.  Well,  that's  how  1 
Motor  Co.  got  into  trouble.  The  economics  said  they  sh( 
build  smaller  cars.  And  what  did  they  do?  They  went  righ 
building  big  ones." — Alyssa  A.  Lappen 
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Ibward  the  OPEC  of  the  future 


Anyone  skeptical  of  how  much  con- 
servation can  do  to  reduce  U.S.  energy 
consumption  need  look  no  further 
than  Boston's  giant  Gillette  Co. 
"We're  not  talking  theory,"  notes 
Cameron  Beers,  Gillette's  energy  con- 
servation coordinator.  "It's  happened. 
We've  done  it." 

In  Santa  Monica,  Calif.,  Paper  Mate 
and  Flair  pen  production  has  in- 
creased over  200%  in  the  last  seven 
years.  Making  those  pens  takes  less 
than  half  the  electricity  it  did  in  1973. 
Despite  soaring  electric  rates,  energy 
costs  per  pen  rose  a  mere  29%.  In  St. 
Paul,  Minn.  Tom  hair-care  products 
and  Soft  Dri  deodorant  are  made 
with  387o  less  juice  than  in  1973. 

That  was  the  year  executives  at 
Gillette  set  out  to  reduce  energy 
consumption  at  50  facilities  in  26 
countries  by  10%,  and  save 
$500,000  a  vear.  Even  some  insiders 
were  skeptical  it  could  be  done.  But 
by  1980,  sales  had  more  than  dou- 
bled to  $2.2  billion,  and  energy  use 
was  down  well  over  30%  from 
1973.  Roughly  half  that  savings  was 
in  electricity.  In  the  first  six  years 
Gillette  had  avoided  $20  million  in 
fuel  and  electric  bills,  a  savings 
which  last  year  rose  to  $7  million — 
about  23  cents  a  share  pretax— an- 
nually. Yet  the  cost  was  negligible. 
There  is  no  full-time  staff,  only 
part-time  coordinators  and  local 
conservation  teams  at  each  plant. 
Even  Cameron  Beers  spends  only  a 
third  of  his  time  on  conservation. 

Says  Beers,  "Energy  conservation 
is  no  one  major  thing.  It's  the  sum 


total  of  little  things  that  add  up  to  oh- 
my-god  numbers."  For  example,  150- 
watt  incandescent  bulbs  in  the  corpo- 
rate reception  area  were  replaced 
with  new  75-watt  ellipsoidal  reflector 
lamps.  That  and  other  bulb  changes 
reduced  electric  use  there  by  40% 
overall,  ivithout  affecting  light  levels. 
Now  Beers  is  testing  task  lighting 
(specific  lighting  rather  than  general) 
to  cut  electric  use  even  more. 

Ideas  generated  in  one  plant  are  cir- 
culated throughout  the  whole  com- 
pany. Various  plants  are  also  experi- 
menting with  technologies  like  solar. 
Beers  says.  Gillette  thus  expects  to 
achieve  yet  another  corporate  goal;  to 
reduce  energy  consumption  per  prod- 
uct unit  by  a  good  15%  over  1979 


levels  within  three  years. 

Beers  has  no  doubt  the  company 
can  do  it.  British  plants,  more  energy- 
efficient  than  American  plants  to  be- 
gin with,  have  already  met  half  that 
target.  Says  Beers,  "I  get  more  techno- 
logical ideas  on  my  desk  today  than  in 
the  last  five  years."  By  1982  he  ex- 
pects the  company  will  be  using  only 
50%  of  the  energy  it  did  in  1973. 

And  after  that,  will  there  be  still 
more  room  for  improvement;  "Oh, 
sure,"  laughs  Beers.  "If  we  can  devel- 
op all  of  the  alternative  energy  re- 
sources in  the  U.S.  .  .  .  and  at  the 
same  time  promote  and  continue  the 
technological  evolution  of  conserva- 
tion, we,  the  Free  World,  can  be  the 
OPEC  of  the  future."— .\  .\ I. 
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Gillette's  goal  is  to  cut  energy  usage  another  15%  by  1982. 
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e  OPEC  squeeze  and  more  prosperous  over- 
is  trading  partners  have  put  a  strain  on 
%in.  One  solution:  a  chicken  in  ei^ery  pot. 

Food  processors 


m 


F  THE  nation's  MEAT  PROCESSORS  and  agricultural  com- 
modities producers  are  to  be  believed,  you  may  as  well  bid 
a  lingering  good-bye  to  beef  as  the  American  consumer's 
it  of  choice.  Unlike  other  periods  when  the  four-year  cattle 
lati  e  peaked,  per  capita  beef  consumption  in  1980  has  actually 
kob  ined  from  its  previous  high.  What  is  more,  consumption 
nises  to  continue  dropping, 
he  problem  is  economics — and  not  just  the  traditional 
jly-demand  economics  of  the  beef  market  but  the  changing 
lomics  of  corn,  the  principal  feed  crop.  With  annual  pro- 
don  rising  in  recent  years  to  7  billion  bushels,  the  U.S.  is  far 


and  away  the  biggest  producer  of  corn  in  the  world.  Until  the 
mid-Seventies,  domestic  users  accounted  for  nearly  90%  of  the 
crop  in  the  form  of  feeds,  consumer  goods  and  chemicals. 

The  rise  of  OPEC  and  a  changing  world  economic  balance 
inevitably  affected  the  corn  business.  The  higher  per  capita 
income  of  countries  like  lapan,  Korea,  the  Persian  Gulf  states 
and  those  of  Westem  Europe  was  committed  in  part  to  upgrade 
the  national  diets  and  that  translated  into  more  meat.  Ergo, 
more  feed  imports.  Back  in  1970,  when  a  bushel  of  com 
fetched  $1.33,  the  U.S.  exported  \1A%  of  its  4.15-billion- 
bushel  harvest.  By  1975  that  proportion  had  grown  to  29%  and 
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tFour  year  average.    P-D:  profit  to  deficit    D-D:  deficit  to  deficit 


def:  deficit.    Nfi:  negative  equit\'. 


iES,  lANUARY  5,  1981 


223 


A  ivesWni  Jdrnicr  rules  heni  <>ii  his  ho^s 

Twice  the  meat  perpotmd  of  feed,  in  one-fourth  the  time. 

by  1980,  to  over  40% — at  prices  upwards  of  $3.50  a  bushel. 

There  are  other  new  demands  on  com  as  well,  like  its  uses  as 
a  fuel  feedstock  and  in  sweeteners  like  high-fructose  com 
syrup  (HFCS).  Much  of  this  demand,  of  course,  is  yet  another 
result  of  the  OPEC  oil  squeeze,  which  has  driven  Brazil, 
producer  of  7%  of  the  world's  sugar  supply,  to  convert  a 
significant  part  of  its  crop  into  fuel-grade  ethanol.  In  the  space 
of  a  single  year,  the  spot  price  of  raw  sugar  has  almost  trebled 
because  of  increased  demands  on  dwindling  market  supplies; 
the  decisions  of  soft-drink  manufacturers  to  use  HFCS  in  their 
symps  is  a  sign  of  things  to  come. 

Which  brings  us  back  to  meat.  As  much  as  you  may  relish 
the  thought  of  a  well-aged,  nicely  marbled  steak,  the  simple 
fact  is  that  cattle,  compared  with  other  meat  animals,  are 
inefficient  converters  of  grain  to  protein.  For  every  pound  of 
weight  it  puts  on,  the  typical  U.S.  feeder  steer  has  to  consume 
anywhere  between  8  and  10  pounds  of  feed.  By  contrast,  a  hog 
needs  4  pounds  of  grain  for  every  pound  of  meat  and  a  chicken 
needs  only  2  pounds.  There's  a  time  difference  as  well:  It  takes 
two  years  to  ready  a  steer  for  slaughter,  versus  six  months  for  a 
hog  and  seven  weeks  for  a  broiler. 

Such  disparities  in  time  and  feed  are  necessarily  reflected  in 
price  so  that,  not  surprisingly,  American  consumers  are  opting 
more  and  more  for  pork  and  poultry.  In  1975,  for  example,  the 
average  citizen  consumed  88.9  pounds  of  beef,  51.2  pounds  of 


pork  and  49.2  pounds  of  poultry.  Last  year  per  capita 
consumption  had  dropped  to  78.4  pounds  while  pork  show 
34'/o  rise  to  68.7  pounds.  Poultry,  meanwhile,  gained 
bringing  consumption  to  62.3  pounds. 

This  has  meant  tough  times  for  the  beef  processors, 
assembly-line  beef  fabricators  like  Iowa  Beef  Processors 
MBPXL  dominated  the  mdustry  with  newer  plants  and  Ic 
labor  costs,"  says  Glenn  Grimes,  an  agricultural  economi 
the  University  of  Missouri.  "Wilson  is  gone.  Swift  is  air 
)ut  and  Armour  is  changing  strategy."  The  rub,  of  cours 
that  they  are  now  stuck  with  excess  capacity.  No  surprise 
Iowa  Beef  recently  announced  its  intention  to  go  into  thi 
slaughtering  business  as  a  way  to  redirect  its  resources 
growing  industry  segment.  Others,  meanwhile,  are  phasinj 
their  fresh  meat  operations.  Oscar  Mayer  &  Co.,  for  insta 
is  planning  to  close  the  hog-slaughtering  facilities  at  its  Da 
port,  Iowa  plant  and  reduce  fresh-kill  capacity  from  5  mi 
pounds  a  year  to  3  million.  At  the  same  time,  the  compaii 
spending  heavily  behind  its  higher-margin  processed  rc\  mnjAi 

(111 
taotto 


operations  and  in  1979  acquired  Louis  Rich,  Inc.,  an 
manufacturer  of  turkey  products,  including  cold-cut 
alikes.  "The  long-term  love  affair  with  beef  has  slowed  soi||[(ii)'real 
confesses  Oscar  Mayer  economist  Patrick  Luby.  "Our  bij 
growth  area  right  now  is  the  white  meats — turkeys." 

And  then  there  is  chicken,  the  most  efficient  grain-to-prc 
factory  there  is — and  one  capable  of  producing  signific 
better  margins  at  all  levels  of  the  food  industry.  You  can 
most  clearly  in  fast  foods,  where  rising  beef  costs  have 
severe  strain  on  margins,  forcing  the  chains  to  come  up 
cheaper  alternatives^^.sf(^'/:'o.\v.  At  Keystone  Foods,  for  instar 
McDonald's  supplier,  pretax  margins  on  beef  patties  can 
low  as  2% .  "Although  beef  is  our  main  product, "  concedes  J 
Loftis  Jr.,  a  Keystone  spokesman,  "we  have  a  lot  of  intere  io 
poultry."  Burger  King  introduced  a  chicken  sandwich  two 
ago  that  has  become  a  roaring  success;  McDonald's  is  currfl 
test  marketing  a  similar  product  in  3,700  outlets 

William  Roberts,  agribusiness  analyst  at  Piper,  [affra 
Hopwood  in  Minneapolis,  sums  up  the  problem:  "We  are  il 
grain  exports  to  offset  our  dependence  on  imported  energyl  sEScie 
says.  "The  need  for  cheaper  energy  means  a  move  fu| 
down  the  meat  ladder."  Or,  as  Marie  Antoinette  might 
put  it,  "Let  them  eat  chicken." — Stanley  Ginsberg 
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A  hunger  for  variety 
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Thanks  to  changing  tastes  and  rising  beef  prices,  the  king  of 
the  fast  foods  business — the  mighty  hamburger— is  finally 
being  forced  to  move  over  a  little.  Fast  foods  chains  are 
beginning  to  add  chicken  and  other  nonbeef  items  to  their 
slow-changmg  menus.  As  the  price  of  ground  beef  has  crept 
up — from  85  cents  to  $1.62  per  pound  since  1977 — non- 
burger  Items  permit  a  chain  to  offer  its  customers  more 
menu  alternatives. 

So  far  three  big  hamburger  chains — McDonald's,  Burger 
King  and  Wendy's  International — are  involved  m  the  trend. 
Burger  King,  a  Pillsbury  subsidiary,  was  the  first  to  intro- 
duce a  chicken  sandwich  over  its  entire  system  as  part  of  a 
line  of  "specialty  sandwiches"  introduced  during  1979. 
Now,  chicken  ham  and  cheese,  fish  and  roast  beef  provide 
an  average  of  20';o  of  Burger  King's  total  sandwich  sales. 

Beef  prices  were  admittedly  on  the  rise,  but  the  burger- 
buying  public  was  apparently  hungry  for  variety.  "We  found 
that  consumers  were  open  to  new  items,"  says  Burger  King 
o&'icial  Donna  Nicol-Guido.  "It  was  a  time  they  were  substi- 
tuting chicken  and  pork  for  hamburger  at  home." 

The  addition  has  several  benefits,  notes  analyst  Victor  |. 
Raskin  at  Dean  Witter  Reynolds.  "It's  for  variety,  to  in- 
crease traffic.  It  also  makes  the  chains  less  beef-oriented 
and  gives  the  customer  an  option  within  the  store.  If  they 
don't  have  that  altemative,  they'll  go  someplace  else." 


And,  until  it  added  chicken,  they  had  been  going  som 
place  besides  Wendy's.  In  1979,  average  unit  sales  fell  fort) 
first  time  in  the  chain's  ten-year  history.  Because  of 
minimalist  menu — three  types  of  hamburgers,  fries,  ch 
and  a  dairy  dessert — the  Ohio-based  chain  was  severe 
exposed  to  beef  price  fluctuations,  far  more  so  than  cor 
petitors  who  can  shuffle  price  increases  among  a  lot 
items.  Beef  accounted  for  over  half  of  its  total  food  cosi 
and  its  cost  per  pound  rose  79%  between  1977  and  1979. 

"We  realized  we  had  to  come  on  stream  with  some  ne 
products,"  Wendy's  President  and  CEO  Robert  Bamey  sa> 
That  happened  last  spring,  as  Wendy's  introduced  a  sal 
bar  and  a  chicken  sandwich  to  1,800  and  1,000  units  respe 
tively.  The  sandwich,  with  3.5  ounces  of  white  breast  me; 
sells  for  between  $1.59  and  $1.89,  and  has  been  accountL 
for  between  8%  and  10%  of  sales.  Together,  the  two  ad« 
tions  have  helped  Wendy's  maintain  its  traffic  and  volum 

Meanwhile,  McDonald's  refuses  to  commit  itself.  It  h 
been  testing  a  McChicken  Sandwich  in  some  of  its  5,1C 
plus  domestic  units  since  1979.  The  Oak  Brook,  111.  giai 
won't  say  when,  if  ever,  the  sandwich,  which  sells  for  arou: 
$1  in  company-owned  restaurants,  will  join  the  standa 
menu.  Don't  hold  your  breath,  though:  McDonald's  has  be: 
tinkering  with  chicken  in  "just  about  every  variation  y( 
can  think  of"  for  the  past  12  years. — \'an  VCallach 
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communications  industry.  Will  Reagan's 
want  to  restore  the  old  boundaries? 
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M  HOPEFUL  NO  ONE  WILL  BE  ABLE  TO  UNSCRAMBLE  the 

ggs,"  says  Federal  Communications  Commission  Chair- 
snan  Charles  D.  Ferris.  He's  thinking  aloud  about  Reagan's 
ming  Administration  and  the  inevitable  political  appoin- 
one  of  whom  will  get  his  ]ob.  But  he's  also  hopeful  no  one 
want  to  undo  what  he  has  done. 
Du're  always  going  to  be  able  to  trim  at  the  margin,  slow  it 
or  pollute  a  particular  process.  But  I  don't  think  anyone 
ustify  abandoning  our  policies,"  adds  Ferris, 
course,  Ferris,  a  47-year-old  political  appointee  himself, 
one  precisely  what  he  hopes  his  replacement  will  not — 
d  the  telecommunications  world  on  its  head, 
lat  makes  Ferris  think  the  new  man  won't  be  equally 
ssive  in  another  direction?  The  answer  is  that  Ferris  has 
more  of  a  Republican  than  a  Republican  might  have  been, 
lieve  in  free  enterprise.  It  works."  That's  from  a  liberal 
efaj  ocratic  former  chief  counsel  to  the  Senate  Majority  Lead- 
inta  10  earned  his  political  spurs  during  the  days  of  the  land- 
civil  rights  acts. 

le  FCC  has  injected  itself  too  deeply  into  detailed  deci- 
making.  I  don't  know  how  to  run  the  businesses  of  the 
sands  of  licensees  we  regulate.  I  shouldn't  participate  m 
decisions,"  he  says.  "We're  not  out  of  the  game,  however, 
rescribe  the  perimeters  of  the  playing  field.  We're  the 
vetij  ;e,  dropping  the  yellow  flag  to  call  foul." 

'd  do  that  if,  say,  AT&T,  now  free  to  enter  the  computer 
try  because  the  computer  industry — and  anyone  else  for 
matter — can  invade  its  turf,  were  to  quash  competition 
than  compete  fairly.  The  FCC  decides  what's  fair, 
t's  the  role  we  should  have,  rather  than  running  interfer- 
That's  the  proper  role  of  government,  of  this  agency." 
It's  a  change  from  the  past.  But  will  it  help  the  telecom- 


munications industry,  the  consumer?  Says  Ferris;  "I'm  a  liberal 
Democrat  who  believes  in  social  justice.  But  I  know  the 
strength  of  the  profit  motive.  One  should  go  with  strengths, 
not  weaknesses." 

That  benefits  consumers  too?  "Oh,  sure,"  says  Ferris  confi- 
dently. "If  one  can  create  an  environment  where  the  profit 
motive  creates  the  greatest  amount  of  service  and  product  at 
the  least  expense,  why  not?" 

It's  a  far  cry  from  the  FCC  that  Ferris  inherited.  After  15 
years  with  Congress,  Ferris  had  come  down  from  the  Hill  in 
1977,  clutching  a  recommendation  to  Carter  from  all  100 
senators  and  the  Speaker  of  the  House.  Carter  considered  him 
for  deputy  Attorney  General  and  the  White  House  staff.  Ferris 
wanted  neither:  "In  a  staff  position  you  spend  an  awful  lot  of 
time  chasing  decision-makers.  I'd  rather  be  an  executive  and 
make  decisions." 

He  was  given  the  FCC,  "I  found  a  comfortable  relationship 
between  the  industries  we  regulate  and  the  commission.  There 
had  been  a  subtle  capture  of  the  agency  by  the  companies  in 
those  industries." 

Complains  Ferris:  "This  place  had  been  run  by  lawyers  for 
decades.  I  peeled  off  the  layers  around  their  decisions  and 
found  a  mushy  core  from  the  standpoint  of  policy."  What  did 
he  do?  "We're  an  economic  regulatory  agency,"  he  explains, 
"so  I  more  than  doubled  the  number  of  economists,  to  about 
100."  He  also  set  about  changing  the  role  of  the  FCC,  breaking 
down  the  old  barriers  within  telecommunications  and  opening 
the  floodgates  of  competition  on  every  aspect  of  communica- 
tion, from  satellite  to  television.  "All  the  U.S.  productivity 
increases  will  come  from  telecommunications,"  Ferris  says. 
"It  will  greatly  affect  American  productivity  for  decades.  The 
competitive  environment  we're  now  creating  will  make  us  so 
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"I  believe  in  free  enterprise.  It  works." 

much  more  responsive.  It's  our  society's  lifeblood." 

Ferris  warms  to  this  theme.  The  large  tan  chair  he  sits  m, 
rather  than  on,  is  swiveling  and  bucking:  "Let  them  all 
compete,"  he  says,  waving  his  hands.  "If  it  means  that  some 
might  not  make  it,  well,  it's  a  free  enterprise  business,  that's 
what  It's  all  about.  Let's  stand  back  and  let  a  competitive 


environment  see  who  wins." 

That's  what  Ferris  has  done 
ATdkT.  He  has  allowed  companies 
all  aspects  of  Bell's  business.  MCI 
munications,  for  instance,  has  mu 
in  on  long-distance  telephone  call 
such  calls  are  made  largely  by  bus 
and  the  revenue  goes  toward  subsic 
local  calling,  says  Bell.  So,  quid  pre 
Bell  has  been  allowed  into  the  com 
industry  and  other  areas  of  commi 
tions  (Forbes, . St'/;/  J5,  /9H0).  Comr 
Ferris:  "That's  great.  To  have  AT& 
against  the  Exxons,  the  IBMs  and  ] 
is  marvelous.  It's  going  to  create  a 
competitive  environment." 

Ferris  has  had  his  way  and  the 
communications  industry  stands  at 
may  be  the  dawn  of  a  new  age  of  p 
ability.  And  C'ongress  isn't  far  from 
ly  scrapping  the  old  1934  Commij 
tions  Act  with  a  new,  flexible  an 
ward-looking  law.  But  don't  hold 

  breath  waiting. 

"The  public  doesn't  yet  appreciate  what  we've  done.  Pe  m 
20  years  from  now  they  might,"  says  Ferris  whimsij  Bpons( 
referring  to  the  increased  access  he's  given  minoritii 
television  and  radio  and  the  social  changes  that  will  brini 

"You  see,"  he  says,  "what  we've  done  is  contribute 
icantly  to  what  U.S.  society  is  going  to  be." — Maurice  BamI 
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"Let  them  all  compete,"  says  FCC  Chairman  Charlie 
Ferris  with  a  lordly  wave  of  the  hand,  and  indeed,  he's 
done  everything  in  his  power  to  enable  the  telecommuni- 
cations industry  to  do  just  that.  Trouble  is,  there  are  limits 
to  the  power  of  even  a  federal  bureaucrat,  and  in  at  least 
one  case  those  limits  have  made  for  results  quite  different 
from  what  was  intended.  Just  look  at  the  sad  state  of  poor 
old  Westem  Union. 

Under  pre-Ferris  rules,  domestic  and  international  telex 
communications  were  carefully  segregated.  The  so-called  in- 
ternational record  carriers — primarily  ITT,  RCA,  Western 
Union  International  (a  Xerox  subsidiary) —  were  granted  oli- 
gopolistic control  of  the  international  telex  business,  while 
Westem  Union  had  a  closely  regulated  monopoly  over  domes- 
tic business.  Overseas  transmission 
occurred  via  five  "gateway"  cities: 
New  York,  Washington,  Miami,  San 
Francisco,  New  Orleans.  When  a  typi- 
cal telex  message  went  from,  say,  Chi- 
cago to  London,  Westem  Union  got  the 
toll  from  Chicago  to  New  York  and  an 
IRC  got  the  toll  from  New  York  to  Lon- 
don. Everybody  was  happy. 

Not  anymore.  The  FCC  decided  to 
increase  telex  competition.  In  De- 
cember 1979  the  commission  in- 
creased the  number  of  gateway  cities 
to  26  and  granted  Westem  Union  per- 
mission to  enter  the  international  tel- 
ex business.  Section  222  of  the  Com- 
munications Act  of  1934,  however, 
specifically  restricts  Westem  Union 
to  domestic  "record"  transmission, 
and  so,  in  August  a  federal  court 
struck  down  the  FCC  ruling.  The  up- 
shot is  that  Westem  Union  cannot 
operate  overseas,  whereas  an  IRC  can 


now  compete  with  Westem  Union  domestically  in  offerj 
service  between  the  new  gateway  cities  (at  prices  subl 
dized  by  international  revenues)  and  can  cut  Westem  Unii 
out  completely  on  transmission  from  those  gateways 
overseas.  Westem  Union  doesn't  get  a  penny  on  that  typi< 
Chicago-to-London  telex  anymore. 

Not  surprisingly,  Westem  Union,  which  derived  38% 
its  1979  revenues  of  $718  million  from  telex  services, 
upset.  Says  Chairman  Bob  Flanagan,  "The  situation  cri 
out  for  relief.  It's  like  asking  someone  to  compete  with 
Capone  in  the  beverage  business  during  Prohibition:  Yc 
competition  is  doing  things  that  the  law  of  the  land  sal 
you  can't.  I'm  too  much  of  a  patriot  to  believe  it  vij 
continue." — Newa)mb  StilKvell 
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th  home  taping  taking  a  deadly  toll  on  the 
orded  music  industry^,  retailers  might  end 
,  switching  to  video  accessories  and  allow- 
records  to  bite  the  dust. 
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ESPiTE  INFLATION  AND  THE  RECESSION,  One  26-year-old, 
S30,000-a-year  New  York  television  spot  salesman  still 
eats  out  frequently,  buys  the  latest  men's  fashions  and 
S  a  beachside  cottage  during  the  summer.  But  he's  cut  back 
is  record  purchases:  "Six  bucks  a  pop  is  too  expensive,"  he 
"I  make  tapes  instead." 

does  a  growing  portion  of  the  U.S.'  record-buying  pub- 
i»!|d"he  sale  of  tape  recorders  has  overtaken  record  players  at 
y  audio  stores,  and  home  recording  has  become  a  major 
etionary  dollar-saving  device  for  millions  of  Americans, 
esponse,  retailers  are  now  offsetting  dwindling  record 


i'  /ti/>i'  (iisir  III  Si'ic  )()ii'  nxorcl  store 
e  room  left  for  the  records. 


sales  with  blank  cassettes  and  video  accessories. 

A  CBS  Records  study  found  that  the  record  industry  loses 
over  $700  million  in  sales  annually  to  home  taping  on  blank 
cassettes.  "We  have  not  been  successful,  nor  do  we  know 
exactly  what  to  do  to  prevent  home  taping,"  admitted  Walter 
Yetnikoff,  president  of  CBS  Records  Group.  "It  remains  a  very 
serious  problem.  I  think  it's  going  to  require  congressional 
legislation  before  it  can  be  dealt  with  effectively." 

Add  on  at  least  $400  million  in  records  pirated,  counterfeited 
or  otherwise  diverted  from  normal  channels  every  year,  and 
you  have  a  burden  not  even  an  industry  as  vigorous  as  the  $3.7 
billion  record  industry  can  sustain  very  long. 

According  to  the  Recording  Industry  Association  and  the 
National  Association  of  Recording  Merchandisers,  unit  sales  of 
records  reached  an  alltime  high  of  531  million  in  1978,  thanks 
largely  to  the  unparalleled  success  of  the  Satitrday  Night  /'wcr 
and  <'7rmsc'  soundtracks.  In  1979  unit  sales  fell  to  S02  million, 
and  in  1980  may  have  dropped  off  another  .S%.  Which  means 
that,  excluding  the  expected  surge  in  sales  of  Beatles  and  lolin 
Lennt)n  records  following  his  death  late  in  the  year,  there  were 
about  30  million  fewer  records  sold  in  1980  than  in  1973.  In  the 
same  period,  the  number  of  blank  cassettes  sold  has  more  than 
doubled  to  over  250  million. 

Home-taped  copies  of  LPs  arc  made  from  borrowed  records 
or  albums  broadcast  over  the  airwaves.  Radio  stations  adver- 
tise the  uninterrupted  play  of  a  soon-to-be-released  recording, 
and  home-taping  enthusiasts  tape  the  entire  LP  on  one  side  of 
a  90-minute  cassette.  Half  a  high-quality  tape  costs  about  $2 — 
a  fraction  of  the  cost  of  an  $8.98  list-price  disc.  To  make 
matters  worse,  the  recorded  cassettes  most  record  companies 
market  (about  15%  of  1979  industry  sales)  are  usually  of  a 
quality  inferior  to  the  cassettes  made  by  most  home  tapers. 

Airplay  is  essential  to  record  sales,  so  the  record  companies 
couldn't  simply  cut  back  advances  of  new  releases  to  stations. 
Instead,  they  tried  to  convince  Dfs  not  to  play  uninterrupted 
Li's.  That  didn't  work,  so  last  summer  Arista,  CBS,  Chrysalis 
and  i'olygram  announced  they  would  not  pay  for  retailer  adver- 
tisements that  appeared  with  ads  for  blank  cassettes.  The 
retailers  went  along,  but  consumers  went  on  taping. 

The  industry  then  launched  a  $10  million  "Give  the  Gift  of 
Music"  publicity  campaign.  Lackluster  blank  cassettes  can't 
compete  with  shiny  record  jackets,  so  gifts — 14%  of  record 
sales — have  so  far  held  their  own  against  cassettes. 

iUit  the  pinch  was  beginning  to  hurt,  and  early  last  year  the 
maior  record  companies  unexpectedly  changed  their  tradition- 
.illy  liberal  100%  return  policy  (originally  designed  to  encour- 
ige  distributors  and  retailers  to  keep  large  inventories),  and 
replaced  it  with  a  strict  credit  line  and  a  new  20%  return 
policy.  Stores  suddenly  found  themselves  stuck  with  millions 
lit  dollars  of  unsalable,  unreturnable  inventories,  and  hundreds 
i)t  small  independent  distributors  were  driven  out  of  business. 
Norman  1).  C^ooper,  Inc.,  one  of  Philadelphia's  largest  indepen- 
dent distributors,  found  itself  stuck  with  nearly  $1  million  of 
unmovable  inventory.  Tvv'o  of  its  smaller  competitors  were 
forced  to  close.  Now  Cooper  can  only  stock  hit  products.  "I've 
lost  accounts  because  I  haven't  been  able  to  carry  full-line 
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inventory,"  says  General  Manager  Steven  Parclman. 

Record  sales  would  have  been  off  twice  as  much  as  they  were 
if  the  industry  luuln't  cut  prices.  CBS  led  the  ma|ors  in  reduc- 
ing the  list  price  of  catalog  items  (past  releases  from  hundreds 
of  sure-sellers  like  Bob  Dylan)  from  $7,98  to  $5.98.  According 
to  CBS'  Yetnikoff,  this  move  increased  catalog  sales  by  over 
400%  and  was  a  large  factor  in  the  CBS  Group's  successful 
1980  results.  The  other  major  labels  have  followed  suit. 

Price  reductions  would  probably  have  worked  well  for  new 
jiroducts  also.  But  the  industry  went  ahead  and  increased  list 
prices  on  most  new  releases  from  $7.98  to  $8.98,  makmg  1980 


the  fifth  consecutive  year  of  dollar  increases.  Some  al 
even  list  for  $9.98,  testing  the  waters  for  a  198!  price  inc 
But  every  increase  almost  certainly  diverts  even  more  con 
ers  to  the  blank-tape  aisles,  where  prices  have  been  incre 
at  the  negligible  rate  of  10  cents  per  year.  A  $9.98  list 
says  John  D'Antoni,  record  buyer  for  New  York's  dis(  tK^S' 
retailing  cham  Disc-o-mat,  "could  definitely  hurt  the  i  km'' 
try."  D'Antoni  estimates  that  unit  record  sales  for  the 
were  down  about  10%  in  1980,  but  the  loss  had  been  cor  %dt' 
sated  for  by  a  similar  increase  in  blank  cassette  sales. 
So  far  the  big  record  companies  have  managed  to  sta 
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)nslaught.  Earnings  at  CBS  Records  were  up  about  25%  in 
);  Warner  Communications,  Polygram  and  RCA  kept  earn- 
trom  their  record  businesses  roughly  on  a  par  with  1979, 
VICA  had  a  large  uieome  merease  reflecting  its  acquisition 
BC  Records.  But  how  long  these  kinds  of  results  can  last  is 
•ne's  guess. 

le  industiy's  distributors  and  retailers  are  not  waiting 
r  ind  for  congressional  legislation  or  John  Travolta  to  help 
ig  sales.  They  are  keeping  their  eyes  on  the  future  and 
're  not  looking  at  audio  discs.  They're  looking  at  video- 
s,  video  discs  and  electronic  game  cartridges,  which  carry 
:h  higher  markups  than  records.  For  distributor  Parelman, 
•o  accessi:)nes  represented  nearly  LS%  of  his  sales  last  year, 
rem  nothing  in  1979.  Henry  Brief,  executive  vice  president 
le  International  Tiipe/Disc  Association,  says  that  the  sale 
ideo  cassette  recorders  (VCRs)  probably  topped  750,000  in 
0,  up  58%  over  1979,  and  should  nearly  double  in  1981.  At 
.same  time,  1980  blank  videotape  sales  were  up  42%. 


With  record  unit  sales  declining,  the  next  new  wave  in  the 
leisure  industry  promises  to  be  electronic  games,  the  hottest 
innovation  since  the  invention  of  the  phonograph  disc.  Atari, 
Inc.  has  increased  Warner's  consumer  electronic  and  toy  divi- 
sion revenues  from  S238  million  in  1979  to  about  $400  million 
in  1980.  The  consumer  buys  a  computer  video  system  for  $  1 50, 
then  cartridges  of  such  games  as  Space  Invaders  and  Asteroids 
at  $20  a  shot,  to  bring  star  wars  into  the  living  room.  When  he 
IS  bored  with  one  game,  he  simply  goes  to  the  record  store  and 
buys  another  one. 

For  the  future,  says  analyst  David  Londoner  at  Wertheim 
Co.,  the  maior  direction  of  the  leisure  industry  is  the  move  in 
prestige  consumer  durables  toward  home  video  durables:  "I 
think  what  you  see  is  the  anxiousness  of  the  American  public 
to  embrace  this  whole  video  technology  and  bring  the  screen- 
ing room  into  the  home." 

For  the  record  companies  this  may  just  be  the  handwriting 
on  the  wall. — Jonathan  Greenberg 


Too  old  to  rock  'n'  roll? 


Vhen  the  ultrapopular  rock  band,  the  Eagles,  set  out  on  tour 
ast  summer,  they  chartered  a  727  for  a  month  at  $300,000, 
ssembled  a  crew  of  47  and  stayed  at  the  best  hotels  for 
6,000  per  day.  Even  adding  in  salaries,  equipment  and 
reight  charges,  the  group's  expenses  probably  didn't 
mount  to  half  their  revenues.  That's  because  the  Eagles 
rere  paid  about  $350,000  for  every  night  they  performed. 
The  Eagles  are  among  a  dwindling  number  of  rock  bands 
lat  can  afford  such  extravaganzas.  These  days  nearly  90%  of 
le  bands  on  tour  fail  to  make  money.  Although  hot  groups 
ill  sell  nearly  as  many  tickets  as  ever,  there  aren't  as  many 
ot  groups  as  there  used  to  be,  and  soaring  expenses  are 
ating  away  at  promoters'  profits.  "It  used  to  be,"  says  Larry 
lagid  of  Electric  Factory  Concerts,  which  handled  about  300 
oncerts  in  1980,  "you  would  make  a  healthy  profit  on 
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$85,000  for  a  concert.  But  now  you  can  easily  lose  $20,000  to 
$25,000  if  that's  all  the  business  you're  generating." 

Until  last  year  such  losses  were  often  subsidized  by  the 
record  companies  that  contributed  millions  to  touring 
groups  in  order  to  boost  disc  sales.  But  no  more.  Rock  isn't 
selling  the  way  it  once  did,  so  the  companies  have  drastical- 
ly reduced  their  support.  According  to  the  National  Associ- 
ation of  Recording  Merchandisers,  rock  music  dropped 
from  41.7%  of  record  industry  sales  in  1978  to  37.4%  in 
1979,  and  lost  a  few  more  percentage  points  in  1980. 

Rock  isn't  drawing  the  concert  crowd  either.  Ticket 
prices  are  getting  higher  and  audiences  are  getting  younger, 
explains  Stephen  Bemstein,  the  24-year-old  president  of  Air 
Apparent,  a  Los  Angeles-based  concert  tour  company  that 
handles  travel  arrangements  for  Fleetwood  Mac  and  Diana 
Ross,  among  others.  The  record  industry's  decision  to  raise 
the  price  of  new  LPs  even  further  won't  help  any  either. 
"The  average  ticket  costs  $12.  Added  to  an  $8  record,  that's 
$20  for  a  15-year-old  kid.  So  you're  going  to  see  fewer  record 
sales  and  that  means  fewer  concert  tours,  and  less  business 
for  me." 

Fewer  rock  ct)ncerts  also  means  trouble  for  civic  halls  and 
arenas  across  the  country,  where  municipalities  have  de- 
pended on  rock  concerts  for  a  portion  of  their  income.  Now 
that  such  once-popular  groups  as  Heart  and  Dave  Mason  fail 
to  draw  audiences,  the  concert  halls  are  feeling  the  pinch. 
College  audiences  seem  to  offer  little  relief  for  the  hard- 
pressed,  marginally  successful  rock  band.  In  1979,  when  the 
Marshall  Tucker  Band  played  at  the  7,000-seat  Broome 
County  Arena  in  upstate  New  York,  the  show  was  a  sellout. 
A  year  later  student  promoters  at  the  State  University  of 
New  York  at  Binghamton  thought  the  group  would  surely  be 
worth  the  $.^0,000  it  cost  to  have  them  perform,  even  at  $  1 0  a 
ticket.  But  like  other  college  performances  in  Albany  and 
Oswego,  the  concert  was  a  dismal  failure.  Only  2,000  tickets 
were  sold,  and  the  school  lost  $12,000.  David  Wysnewski,  a 
student-association  president,  said,  "We've  reached  the 
point  where  every  rock  group  is  not  going  to  sell  out.  So  when 
the  concert  commission  puts  on  a  show  they're  going  to  have 
to  think  twice  about  who  they  invite." 

Teenagers  from  the  baby-boom  years  of  the  late  Fifties 
have  aged  and  been  turned  off  by  the  large  concert  crowds 
and  audiences  disrupting  shows,  and  the  reverberations  of 
that  Cincinnati  concert  in  which  1 1  Who  fans  were  killed 
in  a  stampede  still  linger  in  people's  memories.  Rock  just 
doesn't  pull  the  way  it  used  to.  As  Air  Apparent's  Bemstein 
admits,  "People  are  tired  of  paying  $18  to  sit  a  mile  away 
from  the  group  they're  seeing — they  enjoy  the  intimacy  of  a 
smaller  club  more."— J.G. 
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Nowadays  supermarkets  have  to  be  as  respon- 
sive to  change  as  a  cigarette  or  beer  company. 
But  the  changes  come  hard. 

Supermarkets 
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TIME  WAS  WHEN  BEING  A  STAR  111  the  retail  grocery  busi- 
ness often  seemed  to  involve  little  more  than  building  a 
store  in  every  bedroom  community  and  keeping  the 
shelves  full — hardly  an  imaginative  challenge.  But  that  was 
before  inflation  ravaged  food  costs,  shopping  pattems  changed 
and  consumers  began  getting  sophisticated.  Gauging  these 
changing  conditions  has  become  as  critical  to  the  supermarket 
industry  as  ratings  are  to  prime-time  TV.  How  fast  a  supermar- 
ket chain  detects  and  responds  to  these  evolutions,  and  at  the 
same  time  adapts  to  crushing  energy  and  labor  costs,  dictates 
the  difference  on  the  bottom  line. 

Take  Kroger,  for  instance.  The  Cincinnati-based  food  retail- 
ing giant  interviewed  about  250,000  shoppers  during  the  past 
couple  of  years,  trying  to  find  out  what  the  evolving  shopper  is 
up  to.  Kroger  has  found  what  others  are  finding — that  the  era  of 
moderate-size  neighborhood  food  markets,  patronized  primar- 
ily by  housewives,  is  long  gone.  Today's  retailing  unit  is  the 
30,000-to-50,000-square-foot  "superstore,"  which  stocks  ev- 
erything from  olives  to  oil  filters  and  tries  to  appeal  at  the  same 
time  to  a  host  of  demographic  groups. 

Other  hybrid  store  concepts  are  largely  sideshow-s — the 
"box"  store,  for  instance,  like  A&P's  Plus  or  Grand  Union's 
Basic  Food  Warehouse,  a  no-frills  market  with  a  relatively  small 
number  of  high-volume  items.  An  SRI  International  study 
considered  the  effects  of  24  demographic,  economic,  social  and 
psychological  factors  on  various  store  formats,  and  determined 
the  "superstore"  concept  is  the  mainstream  of  the  Eighties. 

Some  of  the  nation's  supermarket  chains — Kroger,  Lucky 
and  Albertson's,  for  example — are  pretty  far  down  the  path  to 
converting  to  the  modem  everything-to-everybody  super- 
stores, winch  often  have  bakeries,  delicatessens  and  even 
flower  shops.  But  making  this  change  isn't  easy.  It  requires  a 
whole  new  perspective,  one  that  comes  hard  to  supermarket 


managers  accustomed  to  cramming  groceries  on  the  she 
The  largest  U.S.  food  chain,  Safeway,  is  among  thos« 
caught  in  the  changeover,  and  its  effort  to  adapt  illustrat 
struggles  ahead  for  others.  At  stake  is  half  the  space  i 
typical  superstore,  space  dedicated  to  high-margin  nor 
that  most  supermarkets  have  no  experience  in  selling 

"We've  got  to  train  our  people  to  handle  nonfoods,' 
Safeway's  38-year-old  chairman,  Peter  Magowan.  "Wheni 
ing  food,  you  order  in  quantity  and  cram  as  much  on  the  si) 
possible.  But  with  nonfood,  that  can  be  a  mistake.  We've 
teach  our  buyers  to  order  nonfoods  more  carefully,  becau 
turnover  isn't  nearly  as  great  as  in  food."  Magowan  com 
"We've  also  got  to  show  our  stockers  how  to  display  n0 
merchandise.  Take  cosmetics.  You  don't  ]ust  put  them  c 
shelf.  They  require  good  lighting,  samples,  tissue  paper 
salesperson  who  can  answer  questions  and  give  advice." 

Training  isn't  easy,  particularly  for  store  managers  wi 
on  merchandising  flour,  canned  meat  or  pineapples,  but 
out  expertise  in  such  things  as  flowers  or  wine.  "Toda  '*"'^'P 
store  managers  have  to  field  questions  about  flo\ 
Magowan  says.  "Which  ones  need  how  much  water  ant 
much  light."  What  do  you  do  when  a  store  manager  is  sud 
supposed  to  know  something  about  wine?  "We  regularly 
our  managers  to  wine  tastings,"  Magowan  smiles. 
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As  if  these  changes  aren't  enough  to  worry  about,  Sai 


and  every  supermarket  chain  are  fighting  the  crosscurre 
altered  buying  habits.  Store  hours  are  growing  longe 
instance,  because  working  women  tend  to  shop  in  the 
morning  or  evening  hours,  unlike  the  housewives 
shopped  in  the  daytime.  There  is  also  a  handful  of 
demographic  groups  developing,  each  with  its  own  der 
and  buying  habits — single  men,  health-food  devotees, 
citizens,  ethnic  groups  and  working  couples. 
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Trading  down 


when  food  inflation  accelerates,  retailers  begin  wringing 
their  hands  because  shoppers  start  "trading  down,"  substi- 
tuting S3  in  chicken,  say,  for  $10  in  T-bone  steaks.  Since 
margins  are  about  the  same  on  chicken  and  steak,  the  sales 
drop  is  bad  news  for  retailers. 

And  the  new^s  really  is  as  bad  as  it  seems.  Within  the  next 
few  months,  many  food  items  will  be  heading  into  just  such 
a  period  of  rampant  inflation.  USDA  forecasts  a  28%  in- 
crease in  the  price  of  pork,  22%  in  sugar,  18%  in  poultry, 
17%  in  eggs  and  14%  in  beef.  Overall  USDA  expects  an 
inflation  rate  of  10%  to  15%,  the  result  of  an  unprecedented 
foreign  demand  for  U.S.  grain  crops  and  smaller  crops  stunt- 
ed by  last  year's  drought  in  the  Midwest. 

Shoppers,  however,  "trade  down"  from  the  inflation  lead- 
ers, says  Kroger  President  Lyle  Everingham,  so  that  the 
"real"  food  inflation  rate  will  run  about  6%  to  8% .  "Trading 
down,  for  instance,  hurts  when  shoppers  begin  trading  out 
of  packaged  convenience  foods,  with  their  built-in  high 
margins,"  says  Lucky  Stores  President  Don  Ritchey,  "and 


into  more  basic  items  for  preparing  meals  from  scratch.' 

Although  no  food  retailer  would  deny  that  trading  do 
pinches  profits,  there  are  some  benefits  nonetheless.  Dur 
high  inflation,  shoppers  traditionally  have  traded  do 
from  national  brands- to  house  brands,  which  carry  fal 
margins.  But  here's  what's  new.  Superstores,  with  th 
major  commitment  to  nongrocery  offerings,  present  opp  J]^" 
tunities  for  a  chain  to  capitalize  on  trading  down  from  c 
retailer  to  another. 

Kroger  is  finding  that,  instead  of  buying  fried  chicll 
from  Colonel  Sanders,  patrons  are  buying  chicken  fr 
Kroger 's  fast  foods  sections.  And  rather  than  buy  fron 
florist,  Kroger 's  customers  purchase  more  flowers  fr 
Kroger.  Lucky's  Ritchey  notes  customers  are  trading  av 
from  outside  specialty  stores  and  buying  more  of  tf 
general  merchandise  from  Lucky  supermarkets.  Even 
gas  prices  are  helping  superstores,  which  cater  to  one-s 
shopping.  Though  food  inflation  is  a  dark  cloud  inde 
superstores  are  finding  something  of  a  silver  lining.— JM 
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1  adapting  to  these  shifting  needs,  food  chains  are  also 
ng  soaring  energy  and  labor  costs.  Lucky  President  Don 
chey  says  utility  bills  in  some  of  Lucky's  300-pIus  super- 
rkets  are  running  higher  than  rent,  up  to  $350  a  day  in  some 
es.  As  expensive  energy-saving  devices  have  been  added  to 
stores,  Lucky's  energy  usage  has  dropped  15%  to  30%,  but 
re's  still  room  for  improvement  in  the  industry. 
,  abor  costs  are  something  else.  Most  of  the  big  chains'  labor 


contracts  are  tied  to  various  cost-of-living-allowance  (COLA) 
provisions.  The  effect  is  to  tie  labor  costs  to  inflation,  leaving 
one  to  feed  off  the  other.  And  because  the  cost-of-living  index 
overstates  inflation  in  certain  ways,  the  chains'  labor  rates  are 
driven  higher.  Says  Magowan,  "We're  seeing  contracts  which 
cover  three  years  and  increases  of  up  to  40% .  That's  terrible.  I 
don't  know  what  we're  going  to  do  about  this."  For  food 
chains,  it's  tough  sledding  ahead. — John  Merwin 
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Note;  Explanation  of  Yardsticks  calculalion.s  on  page  49 

tFour-year  average.  ttThree-year  average,  tFour-year  growth,  P-D:  profit  to  deficit, 
D  P;  deficit  to  profit;  not  ranked,    def;  deficit,    NE;  negative  equity. 


D-D:  deficit  to  deficit. 
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America's  top  independent  food  distributors 
are  almost  alone  among  U.S.  businesses  in 
finding  inflation  working  to  their  advantage. 

Wholesalers 


Now  here's  some  news.  Inflation,  which  is  gnawing 
away  at  most  hnks  in  the  nation's  farm-to-home  food 
cham,  in  certain  ways  is  actually  helping  the  biggest 
and  best  independent  food  wholesalers.  The  winners  are  Big 
Board  firms  like  Fleming  and  Malone  &.  Hyde.  These  low- 
profile  companies  compete  indirectly  with  chains  like 
Safeway,  Kroger  and  AikP.  Like  the  major  supermarket  chains, 
independent  food  wholesalers  buy  groceries  from  such  manu- 
facturers as  General  Mills  or  Procter  Gamble,  but  then, 
instead  of  distributing  them  to  thousands  of  neighborhood 
Safeways,  Krogers  or  A&Ps,  they  sell  them  to  the  nation's 
1 16,000  independent  grocery  stores. 

Perverse  as  it  may  sound,  to  some  such  companies  inflation 
does  little  damage  and  in  a  couple  of  ways  can  be  beneficial. 
First,  it's  forcing  smaller,  competing  wholesalers  out  of  busi- 
ness, causing  them  either  to  sell  out  to  such  top  wholesalers  as 
Fleming,  Super  Valu  or  Malone  &  Hyde  or  simply  to  close  down 
and  leave  their  territory  up  for  grabs.  The  reasons  are  clear.  The 
big  wholesalers  have  the  financial  muscle  to  cope  with  infla- 
tion by  building  huge,  low-cost  warehouses.  Their  smaller 
competitors  don't. 

The  problem  isn't  the  inflation  in  food  costs.  Although  food 
costs  have  been  inflating  at  a  10%  clip  much  of  the  last  two 


years,  wholesalers  generally  don't  worry  too  much  abo» 
they  pass  that  inflation  directly  along  to  retailers.  Thus*'^'' 
cause  a  food  wholesaler's  revenues  are  derived  almost 
sively  from  food  sales,  if  food  prices  go  up  10%,  so  too  wil 
wholesaler's  revenues.  But  if  overall  expenses,  which  ar^ 
not  only  to  food  inventory  purchases  but  also  to  labor,  1 
and  a  host  of  other  factors,  rise  less  than  10%,  a  wholesiff  ^ 
revenue  growth  outstrips  his  expense  increase.  Recently  t 
exactly  what's  been  happening,  and  more  of  the  same  seer 
store  because  the  U.S.  Department  of  Agriculture  is  forecaj 
a  10%  to  15%  food  inflation  rate  this  year 

Which  is  where  those  huge  warehouses  come  in.  Fieri 
for  example,  added  a  Rapistan  mechanized  system  to  its  r 
moth  Oklahoma  City  distribution  center.  The  system  en, 
an  employee  to  pluck  a  box  of  food  off  a  Fleming  shelf  and 
It  onto  a  conveyor  belt,  which  carries  the  box  on  a 
grammed  trip,  combining  it  with  the  other  boxes  of 
scheduled  for  a  particular  truck  and  a  particular  cusn 
parked  at  the  loading  dock.  Through  this,  through  other 
mation  improvements  and  employee  motivation  progil 
Fleming  raised  its  warehouse  productivity  6.7%  in  the 
nine  months  of  1980.  It  is  worth  noting  that  some  of  its  bij 
gains  came  in  work  areas  with  little  mechanization,  me^ 
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Deregulation  repercussions 


whatever  else  it  does  for  the  transportation  economy,  truck 
deregulation — effected  last  autumn  in  the  Motor  Carrier 
Act  of  1980 — is  likely  to  have  a  major  impact  on  the  U.S. 
distribution  system.  Forget  rates.  Under  deregulation,  the 
FTC  will  permit  private  carriers  to  solicit  backhaul  traffic 
for  the  first  time  in  nearly  50  years.  Until  now,  a  food 
wholesaler,  for  example,  was  permitted  to  deliver  food  from 
its  warehouses  to  its  grocery  store  customers  in  its  own 
trucks  but,  to  protect  the  franchise  of  the  common  carriers, 
the  truck  generally  returned  to  the  warehouse  empty.  Now, 
after  dropping  its  load  off  at  a  grocery  store,  a  wholesaler's 
truck  will  be  able  to  stop  off  at  one  of  its  suppliers,  load  up 
with  a  shipment  of  Tide,  Wheaties  or  whatever  and  haul  it 
back  to  the  warehouse  for  redistribution  to  the  wholesaler's 
customers. 

In  the  past,  the  manufacturers  have  never  had  much 
enthusiasm,  for  backhauling.  They  have  always  preferred 
shipping  their  goods  by  common  carrier  at  their  conve- 
nience, rather  than  having  to  coordinate  their  operations 
with  the  trucking  schedules  of  dozens  of  big  customers.  But 
that's  only  the  half  of  it.  The  fact  is,  when  backhauling 
becomes  common  practice,  the  manufacturers'  uniform 
price  structure  will  collapse. 

Traditionally,  a  box  of  Tide,  for  instance,  retails  at  the 
same  price  in  Cleveland  as  it  has  in  Phoenix,  though  obvi- 
ously it  costs  Procter  &  Gamble  more  to  ship  to  Phoenix 
from  Cincinnati,  for  example,  than  it  does  to  ship  to  Cleve- 
land. PtkG  and  most  other  manufacturers  have  been  willing 
to  settle  for  thinner  margins  in  some  places,  fatter  ones  in 


others,  simply  to  maintain  uniform  prices  coast  to  coaJ 
But  all  that  ends  if  backhauling  becomes  widespread.  Foe 
distributors  picking  up  Tide  themselves  will  receive  a  bac 
haul  allowance — a  discount  to  compensate  them  for  tl 
freight  charges  P&G  doesn't  have  to  pay.  That  allowam 
will  vary  according  to  the  customer's  location  and  eventui 
ly  will  find  its  way  into  the  selling  price. 

In  effect,  backhauling  should  serve  to  reduce  the  priva 
carrier's  fuel  costs  as  well.  According  to  a  study  made  1 
Super  Valu  Senior  Vice  President  John  Morrissey,  priva 
truck  operations  run  empty  29%  of  the  time.  If  the  true) 
always  ran  fully  loaded,  Morrissey  calculated,  a  wholesal 
could  indirectly  cut  his  fuel  bills  by  maybe  a  third  For 
wholesaler  like  Fleming,  which  has  a  fuel  bill  of  S6  million 
year,  the  impact  could'be  considerable.  And  Fleming's  p 
tential  is  nothing  beside  that  of  Safeway,  whose  giant  i 
house  distribution  operation  has  a  fuel  bill  of  around  $^ 
million  annually. 

This  year  Fleming,  for  mstance,  will  receive  22%  of  i 
merchandise  by  backhauling.  By  1985  the  company  hop 
to  boost  that  to  30%-to-35%,  a  considerable  increase  seeii 
that  about  40%  of  Fleming's  merchandise  now  arrives  1 
rail  where  no  backhauling  is  available.  There's  anoth 
advantage:  As  diesel  fuel  costs  spiraled  after  1974,  dista 
markets  have  become  mcreasingly  unprofitable.  "We  us< 
to  be  able  to  service  stores  200  to  250  miles  away,"  sai 
Super  Valu  President  Michael  Wright.  "But  if  the  true 
came  back  em.pty,  it  was  hard  to  make  a  profit.  Now,  if  o' 
truck  comes  back  full,  we  can."— J.M. 
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,ims  to  decrease  absenteeism,  say,  are  working.  That  is 
management.  For  the  mdustry  as  a  whole  m  that  period, 
ictivity  was  roughly  flat.  That's  why  ma)or  companies 
Fleming  are  enjoying  sharp  earnings  gains  and  market 
iples  of  8  to  11  times  eamings,  far  better  than  Safeway, 
■r  or  other  major  chains  in  the  food  business, 
veral  years  ago  we  recognized  that  from  a  retail  stand- 
t,  grocery  sales  weren't  going  to  grow  much,  because  the 
ilation  growth  is  flattening,"  says  Fleming  President  Rich- 
-iarrison.  "So  we  looked  for  growth  by  making  big  capital 
stments  in  warehouse  productivity." 
Dt  only  are  small  wholesalers  getting  out  of  the  distribution 
ness,  so  too  are  some  of  the  moderate-size  chains  that 
been  operating  their  own  distribution  systems.  "Some  of 
regional  grocery  chains  are  finding  they  can  get  a  better 
m  on  capital  in  the  retailing  side  of  their  business,"  argues 
;r  Valu  President  Michael  Wright,  "So  they're  closing  ware- 
ie  operations  that  have  been  keeping  dollars  tied  up  in  the 
of  the  stores,  instead  of  up  front  where  retailers'  dollars 
,y  belong." 

stributors  have  yet  another  advantage  in  times  of  high 
tion  and  high-cost  money.  Check  any  distributor's  bal- 
sheet  and  you'll  see  the  edge — his  payables  are  often  2  or  3 
s  larger  than  his  receivables.  That's  because  grocers  are 
ng  food  wholesalers  in  a  few  days,  while  the  wholesaler  in 
waits  ten  days,  and  sometimes  longer,  to  pay  food  manu- 
jirers.  Look  at  Fleming's  most  recent  quarterly  report.  It 
/s  $127  million  in  payables  and  $44  million  in  receivables. 
5  Fleming  is  living  off  $83  million  in  its  creditors'  money. 


Not  bad  when  the  prime  rate  is  hovering  around  207o . 

While  inflation  is  strengthening  the  independent  wholesal- 
ers' position,  their  recent  sharp  eamings  gains — 27%  at  Flem- 
ing and  at  Malone  &  Hyde,  1 7%  at  Super  Valu — aren't  attribut- 
able to  luck  alone.  About  half  of  the  grocery  sales  in  America 
come  from  independent  grocers,  anything  from  a  one-store 
location  to  a  small  regional  chain.  If  these  independent  grocers 
do  well,  so  do  the  independent  wholesalers  who  supply  them. 

At  the  moment,  they're  doing  nicely.  "There's  a  certain 
amount  of  intensity  an  owner-operator  brings  to  a  store,  which 
a  chain  manager  may  not,"  says  Super  Valu's  Wright.  "The 
independents  are  buying  up  closed  chain-store  locations,"  he 
notes,  "sometimes  doubling  the  old  store's  sales." 

Independent  grocers  don't  have  the  support  mechanisms 
that  chain  stores  do,  anything  from  helping  choose  a  new 
location  to  financing  the  building  and  fixtures.  So  the  strongest 
independent  wholesalers  provide  them  instead — lease  guaran- 
tees, fixture  financing  or  real  estate  expertise.  Fleming,  for 
instance,  signs  store  leases  and  then  sublets  to  an  independent 
owner-operator.  Super  Valu  has  $76  million  outstanding  in 
lease  guarantees  and  another  $20  million  in  equipment  loans  to 
Its  independent  customers,  seed  money  that  later  will  result  in 
handsome  rewards  for  Super  Valu. 

Heading  into  1981,  the  best-entrenched  food  wholesalers 
are  sitting  in  the  catbird  seat.  Inflation  is  on  their  side, 
heavy  capital  investment  is  generating  big  productivity  in- 
creases and  the  independent  wholesaler's  customer,  the  store 
owner-operator,  is  doing  well.  In  trying  times,  those  are  nice 
fundamentals. — John  Merwin 
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N(jte:  Explanation  of  Yardsticlcs  calciilation.s  on  page  49. 
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P-D:  profit  to  deficit,    def:  deficit. 
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The  shape  of  the  American  home  is  changing 
and,  with  it,  the  materials  to  build  the  less 
spacious  but  more  costly  homes  of  tomorrow. 


Building 
materials 


WITH  HOME-BUILDING  IN  THE  WORST  SLUMP  in  fivc 
years  and  any  improvement  this  year  highly  uncer- 
tain, building  materials  manufacturers  are  barely  ek- 
ing out  a  living.  William  D.  Herbert,  60,  is  senior  vice  president 
of  Jim  Walter  Corp.,  the  Tampa,  Fla. -based  company  that 
produces  the  nation's  broadest  line  of  building  materials  and 
builds  homes  as  well.  He  is  also  president  of  [im  Walter's 
biggest  single  subsidiary,  Celotex,  which  sells  insulation  mate- 
rials, gypsum  wallboard,  hardboard  siding  and  roofing  material. 
So  Forbes  asked  Herbert,  a  marketing  man  by  training,  to  look 
a  bit  further  into  the  future  for  trends  in  home-building  that 
would  have  a  bearing  on  his  industry. 

Despite  all  the  talk  about  how  huitsitig  is  beconiin^  too  bij^h 
priced  for  more  and  more  home  buyers,  it  seems  that  in  actuality  the 
quality  of  homes  has  been  rising,  floor  areas  getting  larger  and 
more  amenities  being  added  like  fireplaces  or  central  air-condition- 
ing. What  ever  happened  to  the  "no-frills"  home  that  was  going  to 
provide  affordable  housitig'^ 

The  "no-frills"  home  was  the  classic  case  of  the  dog-food 
manufacturer  who  developed  the  finest,  most  nutritious  dog 
food  in  the  world,  but  the  dogs  didn't  like  it.  The  buyers  didn't 
like  no-frills  houses.  There's  still  that  element  of  pride  in 
owning  a  home  and  having  the  same  amenities  as  your  neigh- 
bors and  friends.  At  Jim  Walter's  home-building  division  a  high 
proportion  of  our  customers  used  to  want  a  shell  home  (with 
minimum  amenities)  that  the  buyer  could  finish  himself.  Now 
It's  the  other  way.  A  very  high  proportion  of  the  homes  we  are 
now  building  are  completely  finished  and  actually  bigger.  That 
may  change,  but  it  hasn't  yet. 

The  only  housing  segment  doing  well  right  now  is  midtifamily 
construction.  Is  this  the  beginning  of  that  change  you  mentioned.' 

We  expect  all  houses  to  begin  getting  smaller  simply  because 
of  the  economics.  Land  costs  are  getting  higher  so  you  need 
more  housing  units  per  acre.  The  day  that  the  average  family 
could  afford  a  four-bedroom  3 '/2 -bath  house  is  nearly  over.  And 
yes,  you  will  be  seeing  more  attached  houses,  condominiums, 
duplexes,  town  houses.  I  wouldn't  be  surprised  to  see  row 
houses,  like  those  built  back  in  the  1920s  and  1930s,  make  a 
comeback,  hopefully  with  more  individuality  than  they  had  m 
those  days. 

How  will  this  affect  coi)i/)anies  like  ycjurs  thai  supply  building 
materials''' 

Well,  we  will  be  selling  less  roofing,  for  example,  because 
units  will  be  smaller,  but  what  we  do  sell  will  be  heavier,  of  a 
higher  quality.  In  certain  areas,  paint  has  gotten  to  be  a  real 
problem  and  people  are  tired  of  paying  to  have  a  house  repaint- 
ed every  few  years.  So  they  are  putting  on  vinyl  siding  instead, 
which  lasts  for  15  years.  We  think  builders  will  be  using  less 
glass,  because  those  houses  and  office  buildings  that  are  virtu- 
ally built  of  glass  are  impossible  to  insulate.  We  don't  expect 
any  radical  changes  in  construction  in  the  next  decade.  People 
aren't  going  to  decide  to  live  in  a  cement  igloo  or  an  earth 
house.  But  there  will  be  innovations  and  improvements  in 
construction,  particularly  in  energy  conservation. 

A/v  buyers  becoDiing  more  concerned  about  the  quality  i)f  materi- 
als that  go  into  their  homes? 
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Oh,  yes,  and  again  particularly  in  energy  conservation.  W 
your  air-conditioning  bill  runs  higher  than  the  monthly  mi 
gage  payment,  you  get  concemed  about  insulation.  In  the  p 
the  consumer  didn't  know  what  materials  were  used  in 
house.  As  long  as  it  had  an  acceptable  kitchen,  enough  ra 
for  the  kids  and  the  price  was  right,  he  bought  it.  In  the  fut 
the  buyer  is  going  to  be  more  discriminating,  more  inquisr 
of  the  builder  about  what  materials  he  is  using  in  the  hoi 
People  will  begin  to  ask  for  certain  kinds  of  insulation 
other  materials  by  name. 

Remodeling  older  homes,  all  the  way  from  putti)ig  in  iti 
insulation  to  adding  an  extra  roo))i,  has  been  a  strong  husinesi 
set  era  I  years  Will  it  continue  to  be  good  business.' 

We  sell  building  materials  to  subcontractors  and  mass 
chandisers  through  wholesalers  like  Wickes  or  Moore's,  \| 
can  go  either  way.  Right  now,  they're  going  to  the  consume 
it  weren't  for  the  remodeling  market,  we'd  be  destitute  ur 
present  conditions.  Not  only  is  this  a  strong  market  now,  bi 


Willuini  llcrberl.  president  oj  Jdu  Walter  's  (.elote.x  suhsid 
Consumers  are  getting  smarter  about  how  houses  are  1 
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ks  good  for  the  future.  We  had  a  consuhing  group  talk  to  our 
rketing  people  and  they're  predicting  that  renovation  is 
ng  to  grow  at  a  fantastic  rate — 14% — durnig  the  next  ten 
'  s.  With  the  cost  of  new  housing  today  it  really  does  pay  to 
an  extra  room.  You  can  only  go  so  long  without  a  new  roof 
ire  the  water  starts  coming  in.  In  our  roofing  business,  80% 
o%  of  our  sales  are  ending  up  in  reroofing  residential  and 
•esidential  buildings  now. 
hat  is  going  to  happen  with  new  honie-hnilding? 
/Ve  know  that  the  demographics  say  there  is  beginning  to  be 
nt-up  demand  for  housing,  whether  it's  an  attached  house 
detached  single-family  house,  as  soon  as  the  financing  is 


such  that  buyers  can  handle  it.  What  happens  absolutely  de- 
pends on  Washington.  If  interest  rates  are  10%  or  less,  you'll 
see  as  many  as  2.5  million  starts  through  the  1980s.  At  12%  to 
14%  maybe  1.5  million  to  1.75  million.  Over  16%,  maybe  half 
a  million  and  those  will  be  bought  with  cash.  But  people  will 
have  to  get  used  to  spending  more  money — or  a  higher  percent- 
age of  their  income — on  shelter  than  they  have  in  the  past.  If 
you  look  around  at  other  countries,  particularly  Europe,  you 
find  that  the  share  of  income  going  to  shelter  is  up  to  50% .  I 
don't  know  if  we'll  get  to  50%  but  we're  definitely  going  to 
have  to  pay  more  of  our  income  for  shelter  than  we  have  in  the 
past. — Kathleen  K.  Wiegner 
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9  7 

6  7 

9.3 

4 

14.5 

3 

National  Gypsum 

13.6 

4  12.8 

0.3 

9.9 

3 

10  5 

7  0 

8.4 

5 

14.3 

4 

Sifford-Hill 

13.5 

5  9.7 

1.7 

4.1 

5 

9  6 

2  9 

15.9 

1 

11.2 

5 

^enn-Dixie  Inds 

def 

6  def 

0.8 

def 

6 

def 

def 

4.1 

6 

P-D 

6 

— :  

■Medians 

14.1 

14.0 

0.5 

10.4 

10.1 

6.5 

10.4 

14.4 

Bther  building  materials 

Kvans  Products 

18.9% 

1  15.1% 

0.7 

10.4% 

4 

11.9% 

3.2% 

4.5% 

14 

43.2% 

1 

ijlpwens-Goming  Fbrgls 

18.2 

2  8.3 

0.3 

6.7 

13.8 

2.7 

20.0 

1 

20,9 

2 

lim  Walter 

15.6 

3  11.3 

0.7 

7.9 

8 

9.9 

3.8 

10.2 

7 

9.4 

9 

Masonite 

14.8 

4  11.5 

0.0 

10.0 

2 

12.8 

5.9 

11.6 

6 

11.0 

7 

?PG  Industries 

14.3 

5  14.7 

0.4 

11.0 

7 

10.7 

6.3 

12.1 

5 

13.7 

4 

i  H  Robertson 

13.6 

6  17.7 

0.4 

13.3 

6 

10.7 

3.0 

7.2 

10 

11.5 

6 

j  iird  &  Son 

13.4 

7  0.5 

0.0 

0.4 

3 

12.4 

0.2 

15.2 

2 

2.3 

12 

!  )eSoto 

13.3 

8  13.5 

0.3 

10.9 

5 

10.8 

3.8 

5.7 

13 

20.5 

3 

\  Zertain-teed 

12.6 

9  0.2 

0.4 

2.4 

9 

9.6 

0.6 

12.5 

4 

10.7 

8 

i{  nterpace 

■t  

12.4 

10  8.7 

0.3 

7.0 

12 

8.4 

3.6 

6.4 

12 

13.4 

5 

'  ohns-Manville 

11.5 

1 1  6.4 

0.4 

5.7 

10 

8.8 

3.6 

14.4 

3 

8.8 

10 

Armstrong  World  Inds 

10.6 

12  8.7 

0.2 

7.4 

11 

8.6 

3.7 

9.5 

8 

5.8 

11 

"eco 

8.4 

13  15.6 

0.3 

12.5 

13 

7.1 

3.7 

6.8 

11 

-2.9 

13 

( Iherwin-Williams 

4.3 

14  10.0 

1.0 

5.9 

14 

3.7 

2.1 

9.2 

9 

-12.2 

14 

Medians 

13.4 

10.7 

0.4 

7.7 

10.3 

3.6 

9.9 

10.9 

luilding  equipment 

)over 

25.8% 

1  28.0% 

0.1 

23.9% 

1 

21.7% 

8.7% 

16.0% 

2 

21.3% 

3 

■lasco 

24.7 

2  24.0 

1.1 

12.9 

4 

15.9 

9.9 

24.0 

21.3 

2 

American  Standard 

24.1 

3  27.4 

0.4 

20.0 

3 

16.7 

5.7 

6.6 

6 

101.5 

■jDrris  Industries 

19.3 

4  9.5 

0.1 

9.1 

2 

17.4 

3.9 

10.7 

5 

14.2 

5 

Sutler  Manufacturing 

16.5 

5  12.7 

0.2 

10.7 

5 

13.8 

4.3 

12.4 

3 

11.4 

6 

rane 

13.2 

6  16.0 

0.2 

13.2 

6 

10.8 

4.8 

12.0 

4 

14.2 

4 

'Medians 

21.7 

20.0 

0.2 

13.1 

16.3 

5.3 

12.2 

17.8 

ndustry  medians 

14.5 

12.6 

0.4 

9.5 

10.8 

4.2 

11.9 

13.6 

M  industry  medians 

15.8 

16.1 

0.4 

11.0 

11. 1 

5.0 

14.3 

13.9 

Note:  Explanation  of  Yardstick.s  calculation.s  on  page  49 
P-D:  profit  to  deficit,    def:  deficit 
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The  Xerox  860 
gives  your  organization 

better  organization. 

It's  been  said  that  every  organization  runs  on  information. 

That's  true.  The  problem  is,  with  so  much  information 
around,  how  do  you  avoid  being  overrun  by  it? 

You  organize  it.  With  the  Xerox  860  information 
processor. 

The  860  helps  you  create,  edit  and  otherwise  manage 
words. 

It  also  helps  you  compute,  do  statistics  and  otherwise 
manage  numbers. 

Then  it  very  wisely  remembers  everything  it's  done  for 
future  reference. 

But  why  should  the  860  keep  this  valuable  information 
all  to  itself? 

If  you  plug  it  into  the  Xerox  Information  Outlet,  the  860 
will  gladly  share  what  it  knows  with  other  office 
machines,  through  a  Xerox  Ethernet  cable.  Thus 
making  it  much  easier  for  you  to  get  vast  amounts 
of  information  from  one  office  to  another. 

As  your  needs  grow,  you  can  plug  in  different 
office  machines— even  ones  that  aren't  made  by  Xerox  — and 
the  860  will  communicate  with  them  just  as  well. 

To  fmd  out  more  about  the  Xerox  860,  write  Xerox 
Corporation,  P.O.  Box  470565,  Dallas,  Texas  75247,  and  we'll 
be  happy  to  send  you  additional  information. 

Very  neatly  organized. 

XEROX 


Information 
Outlet 


XEROX 


XF.KOX®,  MM]  ,„ul  l.llu  nu  l  .ir.-  (r.iduu.ukN  ot  XI.KOX  (  CWI'OUATK  )N. 


For  the  copper  industry,  prices  just  aren't  high 
enough  to  finance  its  expansion.  The  industry 
needs  maybe  $1.75  ci  pound  to  pay  for  the 
capacity  its  customers  will  need for  the  future. 


Copper 
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PEOPLE  NEW  TO  THE  INDUSTRY  tcll  US  what  a  fine  year  wc 
had  in  1979,"  says  George  Munroe,  chairman  of  Phelps 
Dodge  Corp.,  the  nation's  numher  two  copper  producer. 
"Well,  in  1979  Phelps  Dodge  earned  11%  on  stockholders' 
equity.  That's  not  so  good  in  a  year  when  you  had  1 17o 
inflation,  is  it?  The  copper  industry  went  through  a  whole 
business  cycle — from  the  peak  of  1974  to  the  peak  of  1979 — 
without  really  participating  until  the  tail  end.  So  all  we  got  was 
a  little  fillip;  then  the  economy  took  a  nose  dive.  We  have  a 
long  way  to  go  before  profits  are  even  respectable." 

The  industry  finally  began  making  reasonably  good  money 
in  1979,  only  to  see  the  upturn  aborted  by  a  three-month  strike 
and  a  recession.  In  1980  Kennecott,  Phelps  Dodge  and 
ASARCO  slipped  back.  Only  Newmont,  thanks  to  its  gold 
production,  managed  to  top  its  1979  record. 

In  1981  copper's  profitabihty  mostly  will  depend  on  the 
pricing  of  those  speculation-prone  by-products — gold,  silver, 
molybdenum — and  the  speed  with  which  the  U.S.  economy 
recovers  from  its  latest  recession.  As  a  result  of  these  uncer- 
tainties, estimates  on  the  average  price  of  copper  in  1981  range 
from  85  cents  all  the  way  to  $1.10,  vs.  $1.00  last  year.  Accord- 
ing to  J.  Clarence  Morrison,  metals  analyst  for  Dean  Witter 
Reynolds,  a  dime  swing  up  or  down  could  affect  earnings  by  as 
much  as  40%.  Every  penny  per  pound  change,  he  figures, 
amounts  to  15  cents  a  share  for  Kennecott,  16  for  ASARCO,  1 2 
for  Newmont  and  20  for  Phelps  Dodge. 

There's  more  to  the  importance  of  the  copper  price,  though, 
than  Its  short-term  impact  on  profits.  Since  1971  the  cost  of 
building  a  fully  integrated  operation — mine,  refinery  and 
smelter — has  risen  from  about  $3,400  per  ton  of  capacity  to 
$8,000  or  so.  (Abroad,  some  estimate,  it's  more  than  $10,000.) 
To  justify  any  new  expansion,  then,  and  still  have  those 
facilities  meet  the  industry  goal  of  a  15%  return  on  invest- 
ment, producers  need  far  higher  prices  than  they've  gotten  in 


I 


years.  Says  Munroe:  'it  not  only  means  betting  scvera 
dred  million  dollars  that  in  three  or  four  years  the  price  wi! 
substantially  more  than  it  is  now,  but  that  it  at  least  will 
there  as  well.  It  takes  a  brave  man  to  plug  that  kind  of  mc 
into  a  $1  copper  market  when  he  needs  $1 .75  to  make  it  g 

Munroe  and  the  rest  are  hesitant  because  of  the  overcapa 
and  depressed  earnings  that  resulted  the  last  time  they  wen  ^ 
an  expansion  binge.  Between  1970  and  1975,  for  insta  ™r 
Phelps  Dodge  and  Kennecott  spent  about  $1  billion  apiece 
the  first  half  of  the  Seventies,"  says  Munroe,  "we  were 
principal  expander  of  U.S.  production.  Between  that,  put 
sulfuric  acid  plants  on  our  smelters  and  building  new  ones 
pretty  much  used  up  our  financial  muscle." 

Fortunately  for  the  industry,  delaying  any  decisions  t 
pand  shouldn't  cause  a  problem  in  the  early  Eighties. 
Hendrick,  head  of  sales  for  Noranda  Mines  Ltd.,  estimates 
by  1984  Free  World  mine  production  will  increase  to 
million  tons,  up  2.2%  a  year  from  its  1977  peak.  The 
Hendrick  expects  refined  consumption  to  reach  8.,^  mil 
tons,  copper  supplies  will  nevertheless  be  adequate,  the  di 
ence  being  made  up  by  scrap,  which  provided  an  average 
of  available  supplies  during  the  Seventies.  Once  the  curl 
recession  ends,  then,  there  ought  to  be  a  reasonable  balanc 
supply  and  demand  for  a  few  years  and  a  welcome  ru 
steadier  profits  for  copper  producers. 

Too,  if  more  production  is  necessary,  the  industry  ah 
can  add  to  existing  U.S.  capacity.  Phelps  Dodge,  for  exampl 
considering  raising  the  output  of  its  mines  at  Ajo  and  Met 
Ariz,  by  50%.  Estimated  total  cost:  $250  million. 

Trouble  is,  sooner  or  later  producers  are  going  to  have  to 
a  far  deeper  plunge.  Fiendrick  of  Noranda  figures  that  for 
mines  the  "capital  required  each  year  for  an  annual  consu 
tion  increase  of  only  2%  is  in  the  order  of  $1  billion  to 
billion  in  1980  dollars."  That's  about  as  much  as  the 
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Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

Company 

latest 
5-year      5- year  12 
average    rank  months 

debt/ 

equity 

ratio 

latest 

12           5-year  5-year 
months    rank  average 

net 

profit 

margin 

5-year  5-ycar 
average  rank 

5-year  5-y( 
average  ran 

NVF 

Revere  Copper 
Phelps  Dodge 
Kennecott 

14.1%         1  7.97o 
11.1           2  14.3 
6.1           3  9.8 
3.4           4  5.7 

2.4 
1.2 

0.6 
0.4 

3.5%        1  11., 5% 
8.5          2  6.1 

6.7  3  4.9 

5.8  4  3.7 

2.5% 
3.0 
7.0 
4.0 

9.3%  3 
9.5  2 
5.8  4 
13.3  1 

9.5%  1 
D-P 

-8.1  2 
-13.5  3 

Industry  medians 

8.6  8.9 

0.9 

6.3  5.5 

3.5 

9.4 

-8.1 

All  industry  medians 

15.8  16.1 

0.4 

11.0  11.1 

5.0 

14.3 

13.9 

loftl 


lvet-c( 
over  I 
lilliot 

0 


Note:  Explanation  of  Yard.stitk.s  calculation.s  on  page  49 
D  P;  deficit  to  profit;  not  ranked. 
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try  may  have  to  spend  during  the  next  five  years  on 
onmental  controls,  something  that  already  cost  a  fortune, 
he  experience  of  Atlantic  Richfield's  Anaconda  subsidiary 
/  indication  of  what's  to  come,  the  future  is  bleak  indeed, 
vear  it  closed  a  refinery  and  smelter  in  Montana  because, 
te  having  spent  $80  million  on  antipollution  measures  at 
melter  alone,  it  would  have  cost  an  estimated  $400 
)n  more  to  bring  them  up  to  environmental  and  health 
ards.  No  wonder  Kennecott  is  hesitant  about  committing 
$400  million  to  build  a  new  concentrator  in  Utah,  not 
It  has  to  spend  over  $1.5  billion  by  1984  to  make  its 
ting  mines  modem  and  competitive. 

)uring  the  last  decade  we  had  regulators  impose  costs  on  us 
ing  up  to  15  cents  a  pound  on  a  product  that  now  only  sells 
1,"  says  Munroe.  "Meanwhile,  during  the  same  period,  the 
price  of  copper  went  down  by  about  15%.  Of  all  the 


primary  nonferrous  metals,  copper  did  the  worst.  Now  we're 
facing  an  entire  second  round  of  governmental  requirements!" 
Then,  taking  a  deep  breath:  "So  if  this  industry  is  going  to  go 
anywhere  our  pricing  had  better  improve." 

Of  course,  this  may  happen  precisely  because  producers  hold 
off  on  new  capacity.  A  shortage  could  drive  up  prices  for  a 
time.  But  as  Munroe  sees  it,  a  price  explosion  isn't  the  answer. 
The  industry  needs  not  only  high  but  also  stable  prices  for  a 
protracted  period — not  only  to  justify  its  expansion  and  to 
provide  an  adequate  return,  but  to  provide  the  return  and  still 
supply  its  customers'  needs  as  well. 

"If  we  get  $1.75  copper,"  says  George  Munroe  of  his  own 
company,  "we  should  be  earning  $250  million  to  $300  million 
a  year.  And  in  constant  dollars,  that  would  only  get  us  back 
relative  to  what  we  were  earning  in  the  late  Sixties."  It's  not 
enough,  but  it's  something. — Thomas  laffe 


r  the  diversified  metals  companies,  expan- 
n  in  gold  and  silver  has  become  what  the 
?rgy  boom  was  a  few  years  ago. 


)iversified  metals 


ties, 
latc 


3  It 
the 


HE  OLD  MINING  SAW — "Gold  is  where  you  find  it" — has 
been  played  so  many  times  that  by  now  you  would 
almost  hope  it  could  be  buried  permanently.  But  as  the 
ng  diversified  metals  companies  are  proving,  there  is 
;y  more  gold  and  silver  to  be  found  and  some  mighty 
:rful  reasons  for  investing  time  and  money  to  get  at  it. 
recious  metals  projects  that  used  to 
a  stagnant  inventory  position  on 
exploration  ledger,"  says  Ronald 
metals  analyst  at  Bear,  Stearns, 
now  very  much  alive  and  have  been 
;d  to  the  head  of  the  list." 
til  a  few  years  ago,  the  big  diyersi- 
nining  companies  had  better  fish  to 
recious  metals  prices  were  low,  pro- 
,on  volumes  were  small  and,  unless 
urned  up  an  extraordinary  property, 
ewmont  Mining  did  in  Carlin,  Nev., 
and  silver  were  the  province  of 
.estake  and  Hecla,  and  the  big  diver- 
l  companies  produced  gold  and  sil- 
f  they  produced  them  at  all,  as  a  by- 
"ILct  of  their  other  minerals  produc- 

But  all  that  has  changed, 
ijs    '■  the  diversified  metals  company, 
ai(    and  silver  projects  are  especially  at- 
^  ive  insofar  as  they  generally  require 
^  capital  and  time  to  develop  than 
;«  "  ne  metals  like  copper,  lead  and  zinc, 
this  year  St.  foe  Minerals  starts  full 
iction  at  El  Indio,  a  rich  Chilean 
!  silver-copper  property.  It  will  have 
over  four  years  and  more  than 
million  to  develop  El  Indio  and 
an  adjacent  mill  and  ore  purifier. 
Asarco  opens  its  Troy,  Mont,  sil- 
ine  this  year — with  nearly  4.2  mil- 
lUnces  of  annual  capacity,  the  third- 


Slriji-tUDtin^  Nerckla's  (.onisfuck  l.> 
An  old  veinjor  the  new  boom. 


largest  in  the  U.S. — it  will  have  cost  around  $83  million  and 
taken  only  three  years  to  start  up. 

Meanwhile,  at  1980  metals  prices,  El  Indio  could  contribute 
more  than  $2  a  share  in  earnings  to  St.  loe  by  1982.  That's 
around  what  the  entire  company  earned  in  1978.  The  whole 
investment  may  be  paid  off  within  18  months.  On  the  same 
pricing  basis,  Asarco's  Troy  mine  should 
be  generating  more  than  $1  a  share  after 
12  full  months  of  production.  The  com- 
pany now  is  considering  the  develop- 
ment of  another  pair  of  silver  mines  of  at 
least  Troy's  size  in  Nevada  and  Califor- 
nia, and  by  1982  will  have  expanded  the 
capacity  of  a  Peruvian  operation  by  30%, 
to  1.7  million  ounces. 

Gold  and  silver  have  in  fact  become 
what  energy  was  a  few  years  back.  There 
is  a  headlong  rush  into  prospecting  in 
South  Africa,  Australia,  Canada,  Mexico 
and  elsewhere.  Texasgulf  is  drilling  for 
gold  near  its  big  Kidd  Creek,  Ont.  mining 
complex.  One  site  has  an  estimated  an- 
nual output  of  up  to  25,000  ounces; 
another  may  be  richer.  By  1983  St.  loe 
will  be  dredging  as  much  as  100,000 
ounces  of  gold  at  two  Califomia  gravel 
deposits  that  have  been  worked  for  near- 
ly a  century.  Last  year  AMAX,  the  lead- 
ing producer  of  molybdenum,  paid  $403 
million  for  Rosario  Resources,  involved 
in  Latin  American  silver  as  well  as  in  oil 
and  gas.  Rosario's  6.  l-million-ounces-a- 
ycar  output  will  nearly  double  the  6.3 
million  or  more  AMAX  already  produces 
either  from  custom  refining  or  as  a  by- 
product of  other  metals  mines.  "Rosario 
is  just  our  first  investment,"  says  Mi- 
chael Simeon,  AMAX  vice  president  for 
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More  hostages  to  fortune 


Until  the  1973  oil  embargo,  few  Americans  had  any  idea  of 
how  dangerous  U.S.  dependence  on  foreign  natural  resourc- 
es could  be.  But  oil  is  almost  the  least  of  it.  There  are  62 
other  essential  materials  for  which  the  U.S.  is  at  least  partly 
dependent  on  foreign  resources,  many  of  them  even  more 
critical  in  limited  areas  than  oil  is.  Cobalt,  for  example,  is 
essential  to  provide  strength  at  high  temperatures  in  jet 
engines,  manganese  in  strengthening  steel,  platinum  in 
producing  catalytic  converters,  chromium  in  making  stain- 
less steel  Yet,  whereas  the  U.S.  imports  only  40%  of  its  oil, 
it  imports  90%  to  98%  of  its  needs  in  these  metals,  largely 
from  the  Soviet  Union,  Zaire  and  South  Africa.  Between 
1973  and  1978,  the  trade  deficit  in  nonfuel  minerals  rose 
from  $2  billion  to  $8  billion. 

At  the  moment  all  these  strategic  materials,  as  they're 
called,  are  readily  available  and  plentiful,  but  it  doesn't  take 
much  to  produce  a  crisis.  In  1978  rebels  disrupted  the  flow 
of  cobalt  from  Zaire,  and  prices  soared  from  $6  to  $20  a 
pound  (and  as  high  as  $55  on  the  spot  market).  In  1978  and 
1979,  the  Russians  sharply  curtailed  their  exports  of  titan- 
ium sponge  to  Europe  just  as  demand  was  increasing,  and 
spot  prices  went  as  high  as  $20  a  pound. 

Washington  has  been  studying  the  problem  for  years,  and 
a  new  analytical  report  is  slated  to  emerge  from  the  White 
House  soon.  But  there  are  only  a  limited  number  of  re- 
sponses to  the  problem,  and  the  U.S.  has  only  halfheartedly 
attempted  to  implement  them  in  the  past. 


There's  .the  National  Defense  Stockpile,  of  course,  th^ 
collection  of  62  strategic  materials  ranging  from  cobalt 
castor  oil  stored  at  113  locations  and  intended  to  tide  t\ 
U.S.  over  three  years  of  crisis.  But  the  stockpile  has  nevi 
been  kept  up  to  snuff.  Politicians  have  not  hesitated  to  ra: 
Its  coffers  for  political  purposes,  and  23  of  its  62  material 
fall  at  least  50%  short  of  their  specified  goal. 

Exploration  offers  another  means  of  filling  the  gaps  in  oi 
reserves.  Tax  incentives  and  the  relaxation  of  environmej 
tal  regulations  could  help  corporations  develop  domest| 
supplies.  Cobalt  and  platinum  could  probably  be  mine 
commercially  in  the  West,  and  Alaska  presumably  sti 
contains  enormous  riches. 

An  alternative  to  stockpiling  or  developing  domestic 
serves  is  substitution,  and  some  companies  have  tried  ha: 
to  find  them.  Pratt  (ik  Whitney,  for  example,  uses  a  nick 
alloy  with  columbium — 100%  imported,  but  from  Canac 
and  Brazil  mostly — to  replace  nickel-cobalt  alloy  in  turbin 
disks  and  so  has  reduced  cobalt  consumption  30%  to  35 
in  one  jet  engine  model.  There  are  limitations  to  t 
technique.  "All  the  easy  substitutions  have  been  madet| 
says  P&.W  Technology  Group  Vice  President  Richard  Mi; 
ready.  "It  is  getting  harder  to  squeeze  out  more." 

Obviously  it's  late  for  the  U.S.  to  move  to  protect  itseii 
But  the  vulnerability  remains,  and  the  longer  the  U.S.  dela]| 
in  coping  with  the  problem,  the  greater  it's  going  to  b) 
come. — Van  Viallach 


corporate  development.  "In  precious  metals  you  have  to  string 
beads  to  make  your  necklace." 

Newmont  is  exploring  everywhere  it  can — and  at  the 
same  time  upgrading  its  existing  gold  operations.  "We're 
still  basically  a  copper  company,"  says  President  Jack 
Thompson.  Even  m  strike-tom  1980  copper  accounted  for 
about  half  of  corporate  profits.  But  gold  is  catching  up  fast. 
Last  year  it  yielded  Newmont  about  $75  million,  up  over 
130%  from  1979  or  around  a  third  of  Newmont's  total  net. 
(Figure  in  cost-free  by-product  gold  from  copper  production 
and  it  is  more  than  $100  million.)  By  next  year  Newmont 
will  have  brought  on  74,000  ounces  of  new  annual  produc- 
tion from  the  Maggie  Creek  property  next  door  to  its  big 


mine  at  Carlin,  Nev.  at  a  cost  of  nearly  $10  million, 
price  tag  includes  the  building  of  a  low-cost  "heap  leachj 
operation,  wherein  acid  seeps  through  an  ore  pile  anj 
effect  pushes  out  the  gold.  Simultaneously  it  is  upgra| 
the  feed  ore  going  into  its  95,000-ounce  Telfer  mill  in 
tralia.  Newmont  recently  announced  a  new  find  near  C| 
that  may  hold  another  I  million  ounces  of  gold. 

"There  is  an  old  adage  in  our  industry,"  says  Jack  Th<| 
son,  "that  minerals  are  where  you  find  them.  [Sound  famil 
You  look  everywhere  for  everything  you  can  and  with  skill 
plenty  of  luck  you  may  discover  some  ore  bodies  a  cut  a\ 
the  usual  fare."  As  the  number  one  U.S. -based  gold  prodlj 
Newmont  clearly  has  a  leg  up. — Thomas  Jaffe 
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e  industry^  can't  do  much  about  inflation, 
'erest  rates  or  recession.  Instead  its  attack- 
y  the  problem  of  manufacturing  efficiency. 

Forest  products 


I  HE  ERUPTION  OF  Mt.  St.  HELENS  that  began  last  May  is 
about  the  most  dynamic  force  in  the  forest  products 
industry  these  days.  The  volcano  destroyed  tens  of  thou- 
!ls  of  acres  of  timberlands,  but  at  least  that's  a  problem  the 
r  istry's  foresters  know  how  to  handle.  Most  of  the  problems 
industry  has  faced  are  far  less  amenable — soaring  interest 
5,  inflation,  declining  housing  starts,  a  slackening  paper 
cet,  a  deepening  recession.  The  result  overall  was  about  a 
decline  in  industry  earnings  last  year.  Mt.  St.  Helens  has 
settled  down,  the  recession  has  abated,  at  least  temporar- 
50  1981  looks  like  a  better  year,  though  the  problems  of 
titi  tion,  high  interest  rates  and  low  housing  starts  will  remain, 
del  i^erall,  most  of  the  forces  that  drive  the  industry  these  days 
completely  out  of  its  control  and  likely  to  remain  so. 
er  the  new  Reagan  Administration,  it  is  possible  (though 
_  ikely)  that  interest  rates  will  go  down  and  stay  down  long 
igh  to  encourage  home-building.  In  1980  housing  starts  hit 
e-year,  1 .2  million  low,  though  most  industry  experts  agree 
there's  enough  pent-up  demand  to  support  the  1.7-to-1.8 


million  starts  the  industry  averaged  during  the  1970s.  The 
govemment  could  also  increase  housing  subsidies,  or  it  could — 
as  Reagan  has  already  hinted — return  some  of  the  timberland 
taken  from  the  industry  for  parklands  in  recent  years.  More  fir, 
jack  pine  and  redwoods  on  the  books  might  not  improve 
profits  much  in  1981  but  certainly  would  improve  the  indus- 
try's long-term  prospects. 

In  the  circumstances  there  may  not  be  much  the  industry 
can  do  about  volume,  but  it  can  do  something  about  its 
margins,  and  it  is.  "The  number  one  issue  in  1981  is  better 
utilization  of  manufacturing  assets,"  says  Robert  Schuyler, 
senior  vice  president  and  chief  financial  officer  for  Weyer- 
haeuser. "We  have  to  improve  productivity  if  we  are  to  cope 
with  the  inflation  in  labor  costs  and  materials  that  are  the  key 
factors  in  determining  margins  and  earnings." 

For  Weyerhaeuser  that  means  a  record  capital-equipment  ex- 
penditure of  some  $1  billionin  1981. The  majorportionwillgoto 
expand  their  pulp  and  paper  operations,  including  a  new  plant  in 
Mississippi.  Newsprint  manufacturing  plants  in  the  Northwest 
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Blowup 


You  saw  it  on  TV:  In  one  mighty, 
cataclysmic  upheaval,  Oregon's  Mt. 
St.  Helens  awakened  last  May  and  sent 
over  3  billion  cubic  yards  of  earth,  rock 
and  ash  flymg  under  an  atomic  bomb- 
like plume  that  circled  the  globe  13 
times  so  far  and  is  still  going.  When  it 
was  over — at  least  for  the  moment — 
the  mountain  was  1,300  feet  shorter, 
nearby  Spirit  Lake  was  turned  into  a 
mud-filled  pond,  and  some  3  billion 
cubic  board  feet  of  logs  and  trees  had 
been  "removed"  from  the  Mt.  St.  Hel- 
ens topography  like  so  many  match- 
sticks  swept  away  with  a  broom. 

What  had  been  prime  Northwest 
timberland  was  now  an  area  of  agri- 
cultural devastation.  Some  50%  of  the 
timber  leveled  belonged  to  the  U.S. 
National  Forest  Service  and  the  State 
of  Washington,  and  so  had  no  calcula- 
ble commercial  value.  But  the  other 
50%  was  strictly  private,  belonging 
primarily  to  Weyerhaeuser  (473,000 
acres),  Burlington  Northern  (41,000) 
and  Champion  International  (only 


Tiinherfall  (II  Ml  Si  Helens 

The  recession  was  Jar  worse. 

37).  For  both  Champion  and  Burling- 
ton Northern  the  eruption  was  more 
frightening  than  costly.  "The  impact 
on  our  timber  production  was  so  small 
as  to  be  quite  inconsequential,"  says  a 
Champion  International  executive  in 
Connecticut.  Burlington  Northern 
was  equally  stoic,  though  the  640 
acres  it  owns — or  owned — at  what 
was  once  the  summit  of  the  mountain 
is  now  part  of  the  crater. 

But  the  stoicism  wears  a  bit  thin  at 
Weyerhaeuser.  As  the  major  company 


at  risk,  Weyerhaeuser  lost  no  time  in 
getting  teams  onto  the  mountain  after 
the  eruption.  What  they  didn't  find 
standing  was  36,500  acres  of  commer- 
cial-size timber.  And  so,  in  the  third 
quarter  last  year,  the  company  wrote 
off  the  devastation  to  the  tune  of  $36 
million  aftertax,  or  29  cents  per  share. 
The  lost  trees  amounted  to  only  1%  of 
Weyerhaeuser's  timber  base,  but  their 
value  IS  a  lot  more  than  S36  million, 
which  was  calculated  at  the  1913  his- 
toric value  of  the  trees.  In  current 
value,  the  loss  is  probably  10  times 
that.  "We're  a  big  company,  we  can 
take  it,"  says  Robert  Schuyler,  senior 
vice  president  and  chief  financial  offi- 
cer for  Weyerhaeuser.  "We'll  grow 
timber  on  Mt.  St.  Helens  agam." 

You  can  bet,  however,  that  for  the 
moment  Weyerhaeuser  will  content 
itself  with  salvaging  the  kindling 
sticks  in  reforesting  the  land  no  nearer 
than  12  miles  from  the  volcano.  Any 
closer  work  will  have  to  await  the 
volcano's  return  to  slumber. — M.K. 
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and  its  linerboard  facility  in  Oklahoma  are  also  scheduled  for 
expansion.  "Housing  will  come  back  and  we  have  strong  pros- 
pects for  North  American  pulp  and  paper  producers.  We  have  to 
be  ready  to  meet  that  demand,"  says  Schuyler. 

At  Crown  Zellerbach,  Chairman  and  CEO  C.R.  Dahl  is  one 
year  into  a  SI. 5  billion  capital-improvements  program  of  his 
own.  "The  things  we're  doing  can't  help  us  in  1981,"  says 
Dahl,  "but  they  certainly  will  help  us  long  term." 

That's  not  just  wishful  thinking.  Ft.  Howard  Paper,  for  one, 
could  see  earnings  rise  by  nearly  20%  in  1981,  despite  the 
lingering  recession.  The  reasons?  One  is  that  Ft.  Howard  has 
some  of  the  newest  and  most  sophisticated  equipment  and 
technology,  and  this,  coupled  with  its  use  of  recycled  wastepa- 
per  fiber  rather  than  standard  pulp,  has  given  it  profit  margins 
significantly  higher  than  the  industry's  6%  average. 

Says  Dahl,  "The  first  six  months  of  1981  are  going  to  look 


like  the  last  six  months  of  1980.  But  housing  looks  good  for 
decade  and  so  does  pulp  and  paper.  By  1982  we'll  be  into 
recovery  and  that's  when  our  expenditures  today  are  re, 
going  to  begin  to  pay  off." 

Besides  modernizing.  Crown  Zellerbach  is  hedging  its  1 
outside  the  industry.  Last  fall  it  announced  it  was  stepping 
the  leasing  of  most  of  its  640,000  acres  of  timberlanc 
Louisiana  and  Mississippi  for  oil  exploration.  No  big  gus 
has  come  in  so  far  and  Dahl  warns  that  one  may  ne 
materialize.  "You  have  to  remember  this  is  all  wildcatting," 
cautions.  "We're  not  talking  about  development  wells." 
the  time  seems  right  for  forest  products  companies  to  ta 
closer  look  at  their  mineral  rights.  Weyerhaeuser  already 
Laments  Schuyler,  "1  guess  God  didn't  favor  us  because,  ou 
the  6  million  acres  of  timberland  we  have  in  the  U.S.,  w( 
only  got  two  or  three  producing  wells." — Michael  Kolbensch 
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Economics  and  regulation  are  setting  off  a 
new  burst  of  innovation  in  packaging. 


Packaging 


IN  THE  PACKAGING  BUSINESS,  the  battle  of  materials  has 
gone  on  for  decades  now  with  paper  supplanting  steel, 
aluminum  supplanting  glass,  plastics  supplanting  every- 
thing. Take  the  beer  and  soft-drink  market,  which  accounts  for 
some  61%  of  industry  sales.  For  at  least  the  past  20  years 
bottlemakers  and  canmakers  have  slugged  it  out.  Now  the 
plastic-bottle  makers  have  jumped  into  the  fray  and  captured 
20%  to  25%  of  the  soft-drink  market  in  only  two  years. 
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What  IS  novel  this  year  is  the  search  for  new  packaj  "as-i 
products  and  manufacturing  innovations,  inspired  by  the  1"  * 
energy  costs  in  glassmaking,  impending  government  reg 
tion  concerning  the  lead  content  in  cans,  and  competi< 
from  plastic.  Says  Arthur  M.  Stupay,  packaging  analys 
Prescott,  Ball  &  Turben:  "There  are  profound  changes  ta. 
place  in  this  industry.  There  will  be  more  new  package 
1981  than  in  any  year  of  the  1970s." 
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me  of  the  innovations  Stupay  cites  are  evolutionary  and 
^^sfy-saving  ones,  such  as  continuing  weight  reductions  in 
es  and  cans.  Others  mark  shifts  in  marketing  strategies — 
streamlined  Michelob-like  beer  bottles  intended  to  pro- 
""^j  :  a  chic,  top-of-the-market  image. 

™  lese  changes  are  minor,  however,  compared  to  the  major 
)ling  expected  in  both  glass  and  can  plants  in  the  next  five 
,  The  glassmakers  were  caught  off  guard  by  the  success  of 
liter  plastic  bottle,  a  cheaper,  lighter- weight  package  that 
led  glass  completely  out  of  the  large-size  segment  of  the 
drink  markets.  Now  plastic-bottle  makers,  Hke  Continen- 
Dorsey  and  Owens-Illinois,  are  eyeing  the  single-serving 
lent.  As  Coca-Cola  is  already  testing  Continental's  half- 
plastic  bottle,  glassmakers  like  Ball,  Brockway  and  An- 
Hocking  are  scrambling  to  maintain  their  dominance, 
le  big  deal  among  glassmakers  these  days  is  productivity — 
ving  how  to  make  a  16-ounce  glass  bottle,  already  cheaper 
the  rival  half-liter  plastic  one,  even  cheaper  yet.  The  first 
standardizing  bottle  shapes.  The  customized  bottle,  like 
mrvaceous  Coke  classic,  is  a  relic.  Now  virtually  all  soft 
cs  come  in  squat  7-,  10-  or  16-ounce  containers,  distin- 
led  only  by  styrofoam  labels.  Owens-Illinois,  a  leader  in  2- 
plastic  bottles,  came  up  both  with  the  single-serving  glass 
n  and  the  labeling — called  the  Plasti-Shield  bottle — which 
icensing  to  competitors, 
addition  to  the  cost  savings  of  uniformity,  the  big  push  in 
bottles  this  year  will  be  for  energy  cost  savings  in  manu- 
ring. Glass  is  made  today  much  as  it  was  4,000  years  ago: 
limestone  and  soda  ash  are  blended  and  then  heated  to 
—  2,500  degrees  Fahrenheit.  During  that  process  some  60% 
)%  of  the  energy  escapes  the  furnace  and  15%  of  the 
ict  is  discarded  because  of  imperfect  blending. 
1  Corp.,  one  of  the  glass  technology  leaders,  is  developing 
manufacturing  efficiencies  designed  both  to  conserve 
fy  and  to  increase  usable  output,  widening  the  25%  cost 
ppm  itage  glass  now  has  over  plastic  in  small  beverage  sizes, 
glass  industry  will  change  more  in  the  next  10  years  than 
3  in  the  past  100,"  asserts  Clifton  J.  Reichard,  Ball's  vice 
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president  in  charge  of  commerical  glass  sales.  What  is  Ball 
doing:  First,  shaping  that  sand,  limestone  and  soda  ash  into 
briquets,  much  like  the  charcoal  ones  you  use  in  your  barbecue. 
That  ensures  consistency  of  mixture  and  reduces  waste.  Next, 
those  briquets  travel  through  a  pipeline  that  captures  heat 
escaping  from  the  furnace.  That  preheating  of  the  briquets 
should  save  Ball  some  35%  in  energy  costS;  the  entire  system 
is  expected  to  be  in  place  in  the  first  of  Ball's  eight  glassmaking 
plants  in  about  two  years. 

While  glassmakers  are  responding  to  competitive  threats 
from  plastics,  canmakers  are  reacting  to  impending  FDA 
edicts.  The  FDA  doesn't  want  children  eating  foods  with  a 
high  lead  content,  and  a  lot  of  that  lead  seeps  into  the  food 
from  the  soldered  seam  on  the  side  of  the  cans.  Canmakers  are 
retooling  for  new  technology,  either  welded  three-piece  cans 
[eliminsLtingsoldered  seams)  or  two-piece  cans,  where  there  are 
no  seams  at  all — only  the  cup  and  the  stamped-on  top. 

Two-piece  cans  are  already  a  standard  beverage  container. 
Made  of  lightweight  aluminum,  they  derive  their  strength 
from  the  mass  of  the  carbonated  liquid  inside.  Aluminum, 
however,  isn't  strong  enough  to  hold  less-dense  food,  so  for  the 
moment  at  least,  steel-can  makers  don't  face  the  aluminum 
threat  that  ran  them  out  of  beverage  containers.  The  two-piece 
steel  can,  however,  is  a  more  difficult  technology  to  master, 
because  the  steel  itself  must  be  coated  with  a  rust-preventing 
substance,  like  tin — a  coating  that  must  be  flexible  enough  to 
move  with  the  metal  when  drawn  over  a  die. 

Continental  is  shifting  to  the  Conoweld  three-piece  can, 
having  yet  to  perfect  the  two-piece  steel  technology  on  a  cost 
basis.  But  American  Can,  according  to  its  vice  president  of 
food  metal  packaging,  Robert  J.  Moran,  has  perfected  the  pro- 
cess, making  it  cost-competitive  with  both  the  three-piece 
traditional  soldered  and  newer  welded  cans.  In  fact,  American 
Can  has  already  signed  an  agreement  with  Green  Giant  to  start 
putting  Green  Giant  vegetables  into  two-piece  cans  this  year. 
"Over  10%  of  our  can  output  will  be  two-piece  in  1981," 
Moran  states,  adding,  "that  percentage  will  grow  dramatically 
in  the  next  five  years." — William  Harris 
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Note:  Explanation  of  Yardsticlts  calculations  on  page  49. 
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Genetic  engineering  is  the  hottest  thing  in  the 
drug  industry  right  now.  No  one,  however, 
has  made  any  money  from  it  so  far 


Drugs 


GENE  SPLICING.  Genetic  ENGINEERING.  Recombinant 
DNA.  A  decade  ago  this  was  the  stuff  of  science-fiction 
fantasies.  Today  investors  are  pouring  milUons  of  dollars 
into  it,  developing  ways  to  combine  genetic  material  from 
different  organisms  to  create  living  factories.  The  potential 
products  range  from  medicines  and  chemicals  to — as  some  wild- 
eyed  dreamers  suggest — new  plant  breeds  that  need  less  fertilizer 
and  can  tolerate  drought,  salt  water  and  harsh  climates. 

Not  the  least  of  the  major  developments  in  the  fast-growing 
field  in  1980  was  the  U.S.  Supreme  Court  decision  in  june  that 
allowed  man-made  organi.sms  to  be  patented.  In  December  the 
first  patent  was  granted  to  Stanford  University,  one  of  the 
pioneers  in  the  field.  It  is,  however,  still  unclear  how  patents 
will  clarify  issues  of  ownership  and  distribution  of  profits,  to 
say  nothing  of  who  will  share  research  with  whom  when 
money  as  well  as  scientific  advancement  are  at  stake. 

So  far,  in  addition  to  major  universities,  at  least  nine  major 
U.S.  pharmaceutical  companies,  four  big  research  firms  and 
seven  smaller  companies  are  involved  in  the  new  field.  But 
although  each  new  announcement  of  a  breakthrough  is  greeted 
with  wild  enthusiasm  by  investors,  sending  stock  prices  for 
genetic  engineering  companies  st:)aring,  the  millions  invested 
so  far  have  yet  to  produce  a  profit.  The  field,  after  all,  is  still  in 
its  infancy.  So  everybody  talks  about  genetic  engineering,  but 
many  are  still  uncertain  of  what  it  is  and  what  it  can  do.  Here 
are  some  questions  and  answers. 
Xi'hat  is  genetic  engineering''' 

Put  simply,  genetic  engineering  (a/k/a  gene  splicing  and 
recombinant  DNA)  is  the  recently  developed  technique  of 
taking  genetic  material  from  one  organism  and  implanting  it 
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in  another,  creating  a  new  life  form.  The  genes  can  come 
any  type  of  cell — human,  animal,  plant — and,  theoretic 
new  genetic  material  can  be  implanted  in  any  kind  of 
making  it  possible  to  give  new  characteristics  to  more  cor 
cated  organisms 

//  >U}  one's  making  any  nioiiey  out  of  genetic  engineeri)i^ 
why  Ls  ei'en'one  so  excited  about  it 

Because  the  potential  is  thought  to  be  enormous.  The 
splicing  techniques  developed  so  far  can  produce  purer  ins 
for  diabetics,  a  growth  hormone  to  treat  dwarfism,  and  ii 
feron — a  substance  that  has  been  touted  for  fighting  vii 
and  cancer  but  is  terribly  difficult  to  obtain  in  useful  quant 
without  using  recombinant  DNA  techniques.  All  three  of  t  ^ 
substances  have  been  successfully  produced  in  experimt 
laboratories  through  gene  splicing  and  could  signal  the  h« 
ning  of  a  new  generation  of  money-making  miracle  c 
Recombinant  DNA  is  also  thought  capable  of  produ 
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cheaper  and  better  chemicals,  vaccines  and  even  fooo 
agriculture,  gene  splicing  could  theoretically  speed  up  thiP*^ 
velopment  of  new  varieties  of  plants  that  must  now  be  la 
ously  crossbred  over  generations,  increasing  yields  hot 
harvesttime  and  from  processing,  as  in  the  case  of  ale 
fermented  from  grain.  Scientists  have  developed  gene-sp 
bacteria  that  are  said  to  be  able  to  gobble  up  oil  spills 
Can  genetic  engineering  he  applied  directly  to  human  being\ 
Apparently  so,  but  the  whole  idea  is  highly  controversial 
Martin  [.  Cline  of  the  University  of  California  performec 
first  known  genetic-engineenng  experiments  with  hur 
this  year  on  two  women  in  Italy  and  Israel  who  were  suffc 
from  a  hereditary  blood  disease.  The  experiments  triggerc 
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Note:  Explanation  of  Yardsticks  calculations  on  page  49. 

stigation  by  the  National  Institutes  of  Health  and  Dr. 
was  denied  permission  to  perform  similar  experiments 
nm  lis  country  by  the  university. 
If  I  7tch  companies  are  involved  in  genetic  engineering? 

i  Lilly  and  Co.  is  investing  $40  million  in  a  facility  to 
uce  human  insulin  using  recombinant  DNA  techniques, 
biosynthetic  insulin  is  being  tested  on  human  beings  in 
ipe  and  the  U.S.  Merck  &  Co.  Inc.  has  invested  $23  million 
genetic  research  laboratory.  CD.  Searle  Co.  has  an- 
iced  plans  to  put  $15  million  into  a  pilot  plant  to  develop 
.ucts  using  genetic  engineering.  The  Dov/  Chemical  Co.  has 
million  agreement  with  Collaborative  Genetics,  a  small 
sachusetts  firm,  which  will  give  Dow  access  to  any  genetic- 
;,,„,  neering  technology  developed  by  the  company.  Other  phar- 
eutical  companies  putting  money  into  genetic  engineering 
ide  Pfizer  Inc.,  Abbott  Laboratories,  the  Upjohn  Co.,  Smith 
[ju  e  &  French  Laboratories,  Schering-Plough  Corp.  and  Bris- 
4yers  Co.  A  leader  among  the  research  firms  in  the  field  is 
sntech  Inc.  of  San  Francisco,  which  worked  with  Lilly  on 
lin  and  with  Hoffmann-LaRoche  on  interferon.  The  oldest 
le  major  genetic-engineering  firms  is  the  Cetus  Corp., 
;h  concentrates  on  industrial  and  agricultural  uses  for 
tic  engineering. 
Kit  is  the  commercial 
)f  the  universities  in  this 
'ield? 

le  universities  them- 
s  don't  know  yet. 
linent  professors  are 
ing  up  on  the  boards 
genetic-engineering 
panics,  like  Harvard's 
er  Gilbert,  chairman 
ieneva-based  Biogen 
scientific  committee 
cochairman  of  its 
1  of  directors. 
-1  'ard  itself  toyed  with 
dea  of  getting  into  the 
refit  genetic-engi- 
ing  business  but 
ped  the  idea,  partly  for 
that  research-for-prof- 
ight  cut  off  or  slow 
1  important  but  com 


low    Klectrofi-microscope  antoradioi^idjih  • 'i  I  >\.\  i\efr)and  DNA  model 
G^ne  splicing  is  the  sttiff  millionaires  are  made  of. 


mercially  useless  basic  research.  There  are  also  bound  to  be 
more  legal  wrangles  over  who  owns  what  and  who  gets  the 
profits,  such  as  the  one  between  the  University  of  California 
and  Hoffmann-LaRoche  over  a  cell  line  developed  by  university 
researchers,  which  Hoffmann-LaRoche  obtained  and  plans  to 
use  commercially  to  produce  interferon. 
What  factors  could  hold  hack  growth  in  the  field''' 
Initial  fears  that  genetic-engineering  research  would  unleash 
monster  microorganisms  on  an  unsuspecting  population  have 
waned  and  even  the  National  Institutes  of  Health  has  relaxed 
research  guidelines  to  permit  much  freer  investigation.  The  big 
new  worry  is  whether  researchers  who  have  traditionally 
shared  details  of  new  discoveries  will  withhold  vital  informa- 
tion from  potential  marketplace  competitors,  and  thereby  de- 
lay scientific  breakthroughs.  The  University  of  California- 
Hoffmann- LaRoche  legal  squabble  is  said  to  have  made  univer- 
sity researchers  much  more  cautious  about  sharing  informa- 
tion. No  one  knows  how  well  patents  will  protect  new  discov- 
eries, and  until  that  is  straightened  out — it  is  expected  to  be  a 
lengthy  and  litigious  process — scientists  may  well  guard  their 
secrets  from  each  other. 
Couldn't  genetic  engineering  he  just  a  flash  in  the  pan? 
Anything  is  possible.  Testing  on  the  first  products  of  genetical- 
ly engineered  molecular 
factories  is  far  from  com- 
plete. Even  the  widely  pub- 
hcized  potential  of  inter- 
feron as  a  cancer  fighter  is 
based  on  very  limited  ex- 
periments. It  may  take 
years  and  millions  more 
dollars  before  useful  prod- 
ucts are  developed,  test- 
ed— proven — and  the  dan- 
ger of  side  effects  or  afteref- 
fects eliminated.  The 
profit  payoff  could  be  even 
further  down  the  ijoad.  But 
right  now  scientists,  drug 
companies  and  Wall  Street 
all  seem  to  be  saying  that 
genetic  engineering  will  be 
to  the  Eighties  what  mic- 
roelectronics was  to  the 
Seventies. — Ann  Hughey 
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With  retailers  aggressively  pursuing  the  dis- 
count and  high-fashion  specialty  business,  the 
old-line  general  merchandiser  may  well  be- 
come a  relic  of  the  past. 

General  retailers 


IN  today's  tough  retail  climate,  no  one  can  afford  to  be 
all  things  to  all  people,  and  many  of  the  major  department 
store  chains  are  deciding  to  take  after  K  mart  and  Macy's 
(Forbes,  Noii  10,  1980].  K  mart's  pioneering  discount  stores 
and  Macy's  successful  foray  into  higher-priced  fashions  have 
set  the  trend  for  merchandising  strategies  that  are  becoming 
increasingly  v^^idespread. 

As  the  problems  of  outfits  like  J.C.  Penney,  Sears,  Roebuck, 
Gimbels,  Montgomery  Ward  and  Higbee  make  clear,  the  gen- 
eral merchandiser  is  losing  ground  at  one  end  of  the  market  to 
the  trendy  fashion  stores  and  at  the  other  end  to  the  discount- 
ers— not  the  old-style  discounters  like  Korvette  or  Fed-Mart, 
which  have  had  troubles  of  their  own,  but  new-style  discount- 
ers like  K  mart,  Wal-Mart  and  Caldor,  whose  style  has  sup- 
planted theirs.  "Because  they  have  catered  to  the  nebulous 
concept  of  a  middle-income  customer,  the  general  merchandis- 
ers now  are  left  with  a  somewhat  undefined  character,  blurring 
the  value  image  they  once  projected  to  shoppers,"  says  Walter 
Loeb,  retail  analyst  at  Morgan  Stanley.  "The  middle  market 
eventually  will  disappear." 

Higher  energy  costs  and  higher  taxes  have  left  less  than  8% 
of  a  family's  disposable  income  available  for  clothing  and 
accessories,  versus  nearly  10%  in  1960.  One  might  expect 
people  to  look  for  bargains  at  a  time  when  inflation  is  squeez- 
ing family  pocketbooks,  but  consumer  psychology  doesn't 
entirely  work  that  way.  Sure,  inflation  makes  people  hunt  for 


the  lowest  prices  in  staples,  say,  but  in  other  areas  it  m 
them  heedless  of  money  and  willing  to  pay  $50  for  a  pa 
"designer"  blue  jeans. 

To  capitalize  on  this  contradictory  trend,  retailers 
Macy's,  Carter  Hawley  Hale  and  J.C.  Penney  are  stocking  r 
expensive,  trendy  merchandise,  while  outfits  such  as  Da> 
Hudson,  Montgomery  Ward  and  Federated  are  pouring  r 
money  than  ever  into  attracting  the  discount-store  sho] 
It's  all  but  certain,  however,  that  the  growth  of  the  discc 
ers — accounting  for  over  half  the  $100  billion  retail  marl< 
and  of  stores  selling  fashion  and  brand-name  items,  will  c 
out  of  the  hides  of  those  department  stores  that  have  tradi 
ally  catered  to  "middle-income"  customers — Marshall 
and  Gimbels,  Penney  and  Sears. 

In  an  effort  to  reverse  its  dismal  earnings  record,  Montj 
ery  Ward,  which  reported  a  nine-month  loss  of  $124  mi 
last  year,  is  trying  to  transform  itself  from  a  general  mere 
disc  retailer  into  a  "promotional  discount  store"  chain.  I 
already  opened  46  Jefferson  Ward  outlets  that  feature  cer 
ized  checkouts,  self-service  and  heavy  sales  promotion,  a 
plans  to  convert  more  than  100  of  its  430  stores  into  Jefft 
Ward  outlets  over  the  next  three  years. 

No  department  store  chain  has  been  pursuing  the  disc 
business  more  aggressively  than  Minneapolis'  Dayton-Hu 
Corp.,  whose  830  stores  in  45  states  grossed  about  $4  hi 
last  year.  Nearly  90%  of  Dayton-Hudson's  $2  billion  ca 
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Booming  with  Bloomie's 


This  may  be  a  shock  to  its  devotees,  but  in  the 
1940s  New  York's  Bloomingdale's — today's 
trendiest,  most  innovative  force  in  U.S.  upper- 
crust  retailing — was  a  drab  bargain  store  where 
the  maids  of  wealthy  New  Yorkers  shopped. 
Today,  it's  a  star  performer  in  the  $5.8  billion 
Federated  Department  Stores  stable  with  an 
image  that  attracts  customers  to  buy  premium- 
priced  underwear  and  umbrellas  because  the 
items  are  printed  with  Bloomie's  name.  The 
flagship  store  of  its  15-store  chain,  located  on 
59th  Street  in  Manhattan,  moves  merchandise 
at  an  astonishing  rate  of  $450  per  square  foot  of 
sales  space — 4  times  the  national  average. 

How  did  this  dowdy  matron  transform  herself  into  a  sleek 
young  fashion  plate?  By  turning  shopping  into  entertain- 
ment. By  combining  aggressive  merchandising  with  show 
business,  Bloomie's  makes  sure  that — whether  one  loves  it 
or  hates  it — every  shopper  knows  what  it  stands  for:  the 
/■//most  of  consumerism  with  the  most/«  of  consumers.  On 
any  given  Saturday,  customers  can  hear  live  musicians  or 
watch  celebrities  like  Diane  Keaton,  Danny  Kaye  and  Rich- 
ard Nixon  shop.  Building  that  image  over  the  years  was  a 
line  of  strong  managers.  Says  Chairman  Marvin  Traub:  "We 
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B/outnie's  Traub 


have  enormous  continuity  of  managemer 
Over  the  past  33  years,  we've  had  only  six  gu 
in  the  two  top  posts.  That's  one  of  our  greate 
strengths." 

Bloomingdale's  pioneered  the  chic  "bo 
tique"  concept — clustering  small  special 
stores  inside  a  large  old-line  department  stoi 
Other  retailers  quickly  copied  the  concep 
Macy's  perhaps  most  successfully  of  all.  Und 
Traub,  55,  Bloomingdale's  has  gone  on  gro^ 
ing — partly  because  Bloomie's  keeps  settii 
the  trend,  not  following  it.  These  days, 
keeping  ahead  of  the  pack  with  storewu 
spectaculars.  The  latest  was  a  seven-week  CP 
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na  promotion  for  which  executives  and  buyers  made  li 
trips  to  the  People's  Republic,  brought  back  $14  millic 
worth  of  merchandise  and  lined  up  corporations  to  spons 
displays  like  20  imperial  robes  from  the  17th  to  19th  cent 
ries  never  before  taken  out  of  Peking. 

Bloomie's  parent,  Federated,  gives  Traub  a  lot  of  freedor 
In  exchange,  Bloomingdale's  sales  are  expected  to  grow  1 
at  least  10%  in  a  recession-stricken  year — up  from  $5 
million,  or  9%  of  Federated's  1979  revenues.  Federated, 
contrast,  will  be  lucky  to  rise  8% . — Flora  S.H.  Ling 
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i;et  for  the  next  five  years  will  go  toward  expanding  its 
vyn's  and  Target  upscale  discount  stores  and  its  B.  Dalton 
sellers.  In  planning  to  build  600  discount  and  specialty 
jes  by  1985,  Dayton-Hudson  is  all  but  abandoning  to  the 
petition  its  traditional  middle-of-the-road  department 
|e  business. 

he  general  merchandise  department  store  is  getting 
ezed  as  its  traditional  customers  find  their  incomes  rav- 
by  inflation,"  says  Richard  L.  Schall,  Dayton-Hudson's 
chairman.  "The  discount  and  specialty  stores  have  the 
test  potential  for  future  growth,  and  our  shareholders  will 
letter  off  as  a  result  of  our  new  focus." 
hile  it  doesn't  plan  to  shortchange  its  fashionable  Bloom- 
ale's,  Filene's  or  Bullock's  stores,  Cincinnati-based  Feder- 
Department  Stores  is  doubling  the  capital  budget  of  its 
ititiway  and  Gold  Circle  discount  operations. 


Going  in  the  opposite  direction  is  Carter  Hawley  Hale.  The 
big  west  coast  retailing  outfit,  which  owns  the  high-fashion 
Neiman-Marcus  and  Bergdorf  Goodman  stores,  is  now  upgrad- 
ing merchandise  at  its  flagship  Broadway  stores,  traditionally  a 
middle-market  retailer,  as  well  as  at  its  Emporium  Capwell, 
Thalhimers  and  John  Wanamaker  operations. 

Philip  Hawley,  president  and  CEO  of  Carter  Hawley  Hale, 
says:  "Like  Macy's,  our  Broadway  stores  are  going  after  a 
customer  less  and  less  willing  to  be  handled  as  if  she  were  an 
IBM  card.  She  wants  an  individualized  shopping  experience." 
Hawley  could  have  added,  but  didn't,  that  if  the  customer  is 
going  to  be  treated  like  a  cipher  she  expects  extremely  low 
prices  in  return.  Retailing  thus  is  becoming  increasingly  polar- 
ized between  cheap  and  trendy.  This  is  bad  news  for  outfits 
like  Sears  that  are  positioned  so  firmly  in  the  middle  of  the 
market. — Nick  Galluccio 
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Note:  Kxplanation  of  Yardstick.s  taltulations  on  page  49 

P-D;  profit  to  deficit.  D-D:  deficit  to  deficit  D-P:  deficit  to  profit;  not  ranked.  P-Z:  profit  to  zero 
def:  deficit.    NE:  negative  equiry. 
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The  retail  computer  store  promises  to  he  to 
electronics  what  McDonald's  was  to  fast  foods. 


Specialty 
retailers 


THROUGH  ITS  CHAIN  OF  8,000  Radio  Shack  and  Tandy 
Electronics  Stores,  Ft.  Worth  Tex.'  $1.4  billion  (sales) 
Tandy  Corp.  pioneered  the  retailing  of  small  hand-held 
and  desktop  computers — items  ranging  from  $250  to  $10,000 
in  price — to  hobbyists,  businessmen,  students  and  the  like. 
That's  one  reason  Tandy's  sales  and  earnings  have  doubled 
since  1976,  and  one  reason  its  stock  has  risen  fourfold  over  the 
last  16  months.  It's  also  one  reason  why  a  host  of  competitors 
and  imitators  are  now  trying  to  cash  in  on  Tandy's  retail 
computer  market.  Tandy  has  latched  on  to  a  really  big  one  this 
time.  Retail  computer  sales  are  expected  to  grow  from  $1 
billion  last  year  to  $1  billion  by  1985,  which  almost  certainly 
makes  it  the  biggest  maior  growth  prospect  in  retailing  today. 

The  prospects  are  so  dazzling  as  to  have  drawn  down  the 
really  big  guns.  Outfits  like  Xerox,  IBM,  Digital  Equipment  and 
Control  Data,  which  distribute  their  big-ticket  computers  and 
office  equipment  through  huge  direct  sales  forces,  are  opening 
specialty  retail  stores  to  sell  less  expensive  desktop  models  at 
prices  ranging  from  under  $1,000  to  $20,000  apiece. 

While  IBM  won't  divulge  how  many  retail  stores  it  plans. 
It  recently  opened  outlets  in  Philadelphia  and  Baltimore. 
These  IBM  product  centers,  as  they're  called,  will  offer  a 
broad  line  of  office  equipment  as  well  as  the  company's 
smallest  computer  system,  which  carries  a  price  tag  of 
$13,500.  Depending  on  the  success  of  its  present  stores,  IBM 
could  open  scores  of  retail  outlets  in  big  metropolitan  areas 
to  complement  its  direct  sales  force. 


Xerox,  which  already  has  opened  14  stores,  plans  24 
this  year  and  possibly  hundreds  by  1985.  Unlike  IBM,  > 
will  sell  computers  made  by  Apple  as  well  as  its  own.  D 
Equipment  has  25  stores,  and  Control  Data  plans  to  expai 
retail  computer  outlets  from  2  to  100  this  year  alone. 

Computer  outfits  like  Apple  and  Commodore  Internat 
are  distributing  through  consumer  electronics  chains  (Co 
terland.  Byte  Stores  and  MicroAge  among  them)  and  the 
pendent  computer  retailers.  Electronic  computer  toy  man 
turers,  which  also  stand  to  cash  in  on  the  boom,  are  s« 
their  video  games  through  l.C.  Penney,  Montgomery  \ 
Sears,  Roebuck  and  the  like.  And  ready  to  mount  their 
assault  on  the  U.S.  retail  computer  market  are  the  lapan 
Nippon  Electric,  Sord,  Sanyo,  Sharp  and  Panasonic. 

To  gird  against  the  assaults  by  both  the  U.S.  computer  g 
and  the  japanese,  Tandy  is  opening  a  nationwide  ch 
specialty  computer  stores.  Tandy  will  continue  selling  cor 
ers  through  its  consumer  electronics  Radio  Shack  stores 
Tandy's  president,  lohn  V.  Roach,  is  pinning  his  future  I 
on  the  so-called  Radio  Shack  Computer  Centers.  Roach 
to  add  50  to  the  company's  existing  150  computer  stor 
year's  end,  and  he  will  maintain  that  pace  through 
Competition?  Roach  breezily  brushes  it  aside.  "For  a  con" 
tor  to  threaten  the  company,"  he  says,  "it  would  have  tc 
the  growth  of  our  business,  and  that  possibility  )ust  dc 
exist  right  now." 

With  so  many  new  players  getting  into  the  retail  com 
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The  do-it-yourself  boom 


New  housingconstruction  may  be  suff  enngits  worst  slump  in 
five  years,  but,  as  always  when  the  economy  slumps,  fixing  up 
the  old  nest  is  a  booming  business.  Retailers  selling  do-it- 
yourself  to  homeowners  rang  up  sales  of  about  $50  billion  last 
year,  up  from  $30  billion  in  1977.  And  it's  estimated  that  the 
industry  will  grow  to  over  $90  billion  by  1985,  making  it  the 
biggest  and  fastest-growing  specialty  market  after  computer 
retailing. 

"As  inflation  pushes  up  the  cost  of  housing,  homeowners 
are  adding  rooms  and  renovating  rather 
than  buying  bigger  dwellings,"  says  E.L. 
McNeely,  chairman  and  CEO  of  Wickcs 
Co.,  the  ($3.5  billion  sales)  San  Diego 
Calif.-based  building  supplies  retailer. 

Home  improvement  retailers  such  as 
Wickes,  Color  Tile,  Standard  Brands 
Paint,  Payless  Cashways,  Scotty's,  Ev- 
ans Products,  Lowe's  Cos.  and  Hech- 
inger  are  opening  new  stores  at  a  rapid 
clip  to  attract  hard-pressed  homeown- 
ers squeezed  out  of  new  housing  and 
unwilling  or  unable  to  plunk  down  $25 
to  $40  an  hour  to  hire  carpenters. 


Fix-Hp  time  at  Color  Tile. 


plumbers  and  electricians  to  do  the  work  for  them. 

Business  has  been  so  good  that  it's  attracting  the  fort 
products  giants  (Boise  Cascade,  Louisiana-Pacific,  Uni 
Camp  and  Georgia-Pacific),  which  increasingly  are  selli 
lumber,  insulation,  roofing,  wallpaper,  plumbing  and  elect 
cal  supplies  directly  to  the  consumer.  With  only  35  stores 
1977,  Boise  Cascade,  for  example,  now  has  103  retail  bui 
ing  materials  centers,  and  it  plans  to  open  another  20  to 
stores.  Louisiana-Pacific  recently  entered  this  market 
well,  buying  8  large  home  improveme 
stores  from  Lone  Star  Industries. 

What's  attracted  the  forest  produi 
giants  is  basic.  Home  improvement  reta 
ing  is  more  profitable  and  faster-growi 
than  the  high-volume,  low-margin  who 
sale  lumber  business.  Scotty's  Paylt 
Cashways,  Pay  'N  Pak  and  Hechinger  ha 
reported  average  earnings  gams  of  mc 
than  20%  a  year  since  1975,  and  Ft.  Wor 
Tex.'  Color  Tile  not  only  has  an  avera 
44%  annual  earnings  gain  over  the  p.* 
five  years,  but  also  boasts  a  handsome  34 
return  on  equity. — N  G 
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e,  buying  a  computer  will  soon  be  as  convenient  as  shop- 
for  a  television  or  refrigerator.  "We  are  just  now  entering 
decade  of  electronics  and  there's  room  for  a  lot  of  compa- 
,"  says  Roach.  "Given  how  big  this  business  is  getting,  we 
k  we  can  improve  our  market  share  and  growth  rate 
ite  the  competition." 

addition  to  Tandy  and  the  others,  it's  estimated  that  an 
tional  30  or  more  small  computer  makers  (Cado  Systems, 
or  Graphic  and  Data  General,  among  them)  are  selling 
|Ugh  retail  stores,  according  to  Dataquest,  a  Cupertino, 

-based  market  research  outfit. 

ile  lots  of  computers  eventually  will  wind  up  in  the  home, 
:e  number  will  also  end  up  sitting  on  the  desks  of  business 
gers  using  them  for  purchasing,  inventory  control  and 
cing  receivables.  The  computer  retailers  are  setting  their 
ts  on  the  15  million  small  businesses  in  the  U.S.  with 
nues  under  $1  million,  and  the  more  than  10  million 
agers  working  in  larger  companies.  It's  no  wonder  the 
1  computer  store  has  come  of  age. — Nick  Galluccio 


Tcnuly's  Radio  Shack  Computer  Center 

As  easy  as  buying  a  television  or  refrigertUor. 
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21.4 

21.2 

21.1 
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20.5% 

20.2 

20.1 

20.2 
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0.0 
0.2 
1.3 
0.2 
0.6 
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9.2 
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12.4 
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17.8 
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7 
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10.4 
3.3 
4.8 
5.1 
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15.7 
14.5 
14.4 
12.8 


11 
12 
13 
14 
15 


16.0 
14.8 
12.7 
16.0 
12.7 


0.5 
0.4 
1.1 
0.4 
0.4 


11.7 
12.3 
8.6 
12.7 
11.2 


9 
12 
18 
13 
16 


16.8 
13.2 
9.7 
11.5 
10.4 


3.6 
5.1 
3.1 
3.6 
2.3 


14.6 
16.1 
8.4 
9.7 
14.1 


10 
7 
17 
16 
11 


28.3 
16.9 
16.0 
11.6 
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!* 
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,1  oesco 
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12.8 
12.5 
12.4 
12.1 
11.7 
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16 
17 
18 
19 
20 
21 


12.0 
4.7 
8.3 
14.0 
11.6 
2.0 


1.1 
1.0 
3.3 
0.3 
0.2 
1.4 


7.7 
4.6 
4.1 
12.0 
10.0 
4.2 


15 
19 
20 
14 
17 
21 


10.7 
8.1 
6.1 
10.8 
10.0 
del 


1.0 
0.7 
3.2 
5.2 
2.9 
0.6 


18.9 
12.4 
8.2 
9.9 
3.9 
-4.9 


6 
13 
18 
15 
19 
20 


5.9 
19.6 
2.5 
8.6 
4.1 
D-D 


17 
10 
19 
15 
18 
20 


19.0 


16.0 


0.5 


11.7 


13.9 


3.3 


14.4 


18.3 


lustry  medians 


19.1 


0.6 


12.2 


14.4 


3.2 


15.1 


18.0 


industry  medians 


15.8 


16.1 


0.4 


11.0 


11.1 


5.0 


14.3 


13.9 


Note;  Explanation  of  Yardstick.s  calculations  on  page  49, 
ttThree-year  average.    D-D:  deficit  to  deficit,    def:  deficit 


"Not  available;  not  ranked. 
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IBM  is  once  more  poised  to  advance  informa- 
tion technology.  It  is  such  innovativeness  that 
enables  the  U.S.  to  keep  its  unchallenged  tech- 
nological lead  over  the  rest  of  the  world. 

Computers 


OUTSIDE  OF  AGRICULTURE,  INFORMATION  TECHNOLOGY  is 
the  only  key  economic  area  where  America  still  has  a 
commanding  international  lead.  Unlike  smokestack 
America,  computer  America  is  as  efficient,  productive  and 
innovative  as  ever.  Hundreds  of  new  computer-related  compa- 
nies continue  to  spring  up,  finding  niches  in  the  market 
ignored  by  the  major  mainframe-computer  makers  or  targeting 
in  on  an  existing  product  of  one  of  the  majors  and  beating  it  in 
price  or  performance. 

The  key  to  this  vitality  is  giant  Intemational  Business  Ma- 
chines, which  earned  an  estimated  $3.4  billion  last  year  on  $25 
billion  in  sales  and  which  now  spends  about  $1.5  billion 
annually  on  research  and  development.  Unlike  the  myopic, 
stagnant,  trade-protection-seeking  goliaths  in  steel,  autos  and 
oil,  IBM  for  all  its  size  remains  vibrant,  daring  and  potent.  IBM 
has  continued  to  emphasize  pure  research,  kept  it  alive  and 
well  in  its  laboratories  at  a  time  when  many  companies  dedi- 
cated to  pure  research  have  begun  to  take  a  more  practical, 
more  bottom-line-oriented  approach. 

The  impact  of  IBM's  pioneering  is  visible  in  the  market- 
place. Unlike  its  competitors,  who  must  bet  their  companies' 
or  at  least  their  executives'  reputations  on  narrower  ap- 
proaches, IBM's  management  often  has  a  choice  of  technol- 
ogies. IBM  has  twice  revolutionized  the  computing  business 
with  its  sweeping  new-product  introductions:  in  the  Sixties 
with  its  System  360  and  in  the  late  Seventies  with  its  4300 
series.  Each  innovation  lowered  the  price  of  computing  and 
changed  the  way  computers  were  used. 

Now  IBM  is  launching  its  H  series,  a  group  of  large-scale 
computers  that  should  have  a  drastic  impact  on  its  competi- 
tion. Eventually,  the  H  series  should  grow  into  a  family  of 
computers,  ranging  from  a  middle-size  model  only  slightly 
larger  than  the  4300  series  of  1979  to  superfast  computers 
needed  for  the  largest  research  projects.  The  H  series  will  be  an 
awesome  achievement,  but  far  from  overwhelming  its  com- 


petitors,  it  is  likely  to  touch  off  an  explosion  of  further  inij  i^i 
tion  and  technological  advance. 

In  the  past,  IBM's  older  mainframe  competitors  sue 


Burroughs,  NCR,  Honeywell  and  Sperry  have  preferred  to 
product  niches  safe  from  IBM's  competition,  developing  ■ 
own  architecture,  for  example,  so  that  IBM  computers  c 
not  talk  directly  to  theirs.  The  response  was  understand! 
More  than  50  computer  firms  have  failed  trying  to  com 
with  IBM,  and  the  surviving  firms  were  conservative.  Ins 
of  seeing  computer  communication  as  an  opportunity  to 
business  away  from  IBM,  they  saw  it  as  a  risk  to  their  ov\i 
was  such  small  new  companies  as  Amdahl,  with  no  old  1 
ness  to  lose,  that  pioneered  making  interchangeable,  IBM-j 
compatible  equipment.  For  their  daring,  such  companies  i 
rewarded  with  soaring  revenues  and  profits. 

But  now  at  Burroughs,  Honeywell,  NCR  and  Sperry, 
abounds  of  introducing  products  that  can  communicate 
IBM  computers.  What  IBM  does,  the  competition  of  nece: 
must  match  or  exceed.  The  H  series  will  stress  mod 
interchangeable  parts  and  hardware,  and  its  rivals  must  m 
it.  The  H  series  will  also  stress  communications  capabil: 
and  Its  rivals  must  match  that  as  well.  They  have  no  ch  isierabi 
More  of  the  H  series  will  hit  the  market  just  as  Sate 
Business  Systems,  owned  by  IBM,  Comsat  and  Aetna,  star  KJhf 
in  1981.  The  new  system  will  dramatically  reduce  the  cc  snoni 
computers  talking  to  each  other  all  over  the  world.  So  ui  n^ess 
IBM's  competitors'  machines  can  talk  with  IBM  machines 
draw  on  the  incredible  amount  of  data  stored  in  IBM  langii 
they  will  be  mute  and  lose  out  very  quickly.  This  means  L 
rivals  will  have  to  produce  new  systems.  Competitors  whii 
to  invest  in  them  simply  will  not  survive. 

The  increasing  cheapness,  versatility  and  sophisticaticl 
computing  power  created  by  the  H  series  and  its  compet 
responses  should  bring  in  a  new  wave  of  computer  use. 
electronic  office  and  electronic  mail,  more  automated  pre 
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12 
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average 
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average 

ran 

Storage  Technology 

29.0% 

1 

26.7% 

0.8 

17.1% 

5 

17.9% 

7.8% 

44.0% 

2 

48.6% 

1 

Wang  Laboratories 

27.2 

2 

34.8 

1.0 

19.3 

6 

17.7 

9.5 

38.9 

3 

39.0 

3 

Amdahl 

23.3t 

3 

4.2 

0.4 

4.4 

1 

27.lt 

2.5 

33.4tt 

•  5 

-19.2tt 

12 

Data  General 

23.0 

4 

20.8 

0.2 

19.2 

3 

21.4 

8.4 

46.5 

1 

34.5 

4 

Memorex 

23.0tt 

5 

def 

0.7 

def 

9 

12.8 

def 

26.1 

6 

E)-P 

Note:  Explanation  of  Yardsticks  calculations  on  page  49 

t Four-year  average.    ttThree-year  average.    ttThree  year  growih. 


D  P:  deficit  to  profit;  not  ranked    def:  deficit 
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im 

22.4% 

6 

22.3% 

0.1 

20.4% 

2 

21.5% 

13.2% 

13.1% 

10 

13.3% 

11 

ewlett-Packard 

18.7 

7 

21.4 

0.0 

20.6 

4 

18.1 

8,7 

23.3 

7 

22.7 

6 

ICR 

18.2 

8 

15.6 

0.2 

13.6 

8 

13.8 

7,3 

8.8 

12 

41.1 

2 

17.9 

9 

17.5 

0.3 

14.9 

7 

15.9 

10.3 

37.2 

4 

34.1 

5 

perry 

14.8 

10 

15.1 

0.2 

11,1 

11 

10,8 

5.8 

10.2 

11 

14.8 

9 

urroughs 

14.5 

11 

13.3 

0.1 

12.0 

10 

12.8 

9.6 

13.5 

9 

14.9 

8 

oneywell 

13.4 

12 

13.2 

0.2 

10.0 

12 

10.1 

4.6 

8.6 

13 

14.7 

10 

ontrol  Data 

8.8 

13 

11.3 

0.4 

8.5 

13 

6.7 

3.7 

13.7 

8 

15.8 

7 

idustry  medians 

18.7 

15.6 

0.2 

13.6 

15.9 

7.8 

23.3 

19.3 

11  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

Note:  Explanation  of  Yardsticks  calculations  on  page  49. 


IBM   processes,  computer-assisted  instruction  in  schools,  in- 
mei  t  credit  analysis  in  retail  stores  and  banks,  and  myriad 
r  undreamt-of  uses  are  foreseeable.  These  should  also  send 
lem  's  profits  surging  from  1980's  record. 

icatt  1  IBM  rivals  will  be  severely  challenged  next  year  when  the 
nec  ries  hits,  with  incalculable  consequences.  "The  H  will  test 
ma  )rice  elasticity  of  the  market  because  the  cost  of  comput- 
usti  power  will  go  down  across  the  board,"  predicts  Harry 
pabt  son  of  Edelson  Technology  Associates.  "There  will  be 
nod  iderable  margin  pressures.  While  rivals  try  to  respond  to 
i  Sal  's  technology,  they  must  stay  competitive  in  price-perfor- 
i,sta  ce.  The  H  will  be  the  highlight  of  1981  as  everyone  tries  to 
;he(  sition  themselves  versus  the  industry  leader." 
Soi  ogress  unquestionably.  And  it  should  continue  to  keep 
[technology  .ihead  of  the  pack. 


Ironically,  the  only  real  threat  to  IBM's  position  comes  not 
from  its  competition  but  from  the  Justice  Department.  On  his 
last  day  in  office  1 1  years  ago.  Attorney  General  Ramsey  Clark 
filed  an  antitrust  suit  against  IBM  whose  stated  object  is  to 
break  up  the  company  into  several  competing  parts.  Short 
term,  the  plan  sounds  alluring.  A  fractured  IBM  would  create 
more  competition  and  result  in  lower  short-term  prices  and 
profits.  Long  term,  however,  it  would  probably  mean  higher 
relative  prices  insofar  as  it  would  dissipate  IBM's  power  in  the 
market — a  power  IBM  has  always  used  to  knock  down  costs 
and  expand  the  market  for  its  products.  By  destroying  IBM's 
vast  technological  capability,  such  a  plan  would  also  probably 
blunt  the  U.S.'  last  surviving  technological  edge,  something 
the  U.S.  can  no  longer  afford  to  put  in  jeopardy  in  these 
troubled  times. — Robert  J.  Flaherty 


M<h/c/  :](>HI.  the  first  of  the  neic  II  series 
•mputers,  IBM  is  stUl  able  to  call  the  tune. 
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As  the  office  of  the  future  becomes  the  office  of 
the  present,  a  titanic  battle  for  ultimate  mar- 
ket dominance  is  taking  shape. 


Office  equipment 


OST  OFFICE  WORKERS  STILL  OPERATE  with  a  telephone, 
a  typewriter,  a  metal  file  cabinet  or  two  and  a  mail 
basket.  But  put  a  $l,000-a-month  typist  in  front  of  a 
word  processor  with  its  own  electronic  memory,  and  not  only 
does  retyping  become  a  thing  of  the  past,  but  much  of  the 
typist's  routine  work  is  reproduced  automatically  by  the  ma- 
chine at  the  push  of  a  button  or  two,  sending  her  productivity 
up  maybe  40%.  Hook  a  similar  machine  to  the  company's 
computer  bank,  and  electronically  stored  data  will  link  all  the 
machines  together  so  people  can  fire  off  instantaneous  mes- 
sages to  each  other,  eliminating  the  mail's  delay  and  the 
telephone's  temporizing,  and  the  efficiency  gains  are  little 
short  of  breathtaking. 

Such  is  the  office  of  the  future,  and  the  productivity  gains  it 
offers  have  convinced  Xerox,  IBM  and  a  host  of  smaller  but  not 
necessarily  less  sophisticated  companies  that  office  automa- 
tion affords  one  of  the  biggest  growth  opportunities  in  U.S. 
industry  today.  "For  big  business,  achieving  a  15%  gain  in 
white-collar  productivity,"  says  David  E.  Liddle,  vice  president 
of  Xerox'  office  products  division,  "is  equivalent  to  a  30% 
increase  in  operating  growth."  Advancing  arguments  like  that 
has  helped  turn  Xerox — encompassing  computerized  and  com- 
puter-related equipment — into  an  $8  billion  business,  and 
that's  just  the  beginning.  Liddle's  object,  of  course,  is  to  see  as 
many  of  those  typists  and  executives  as  possible  end  up  sitting 
in  front  of  Xerox  word  processors  like  the  860  system. 
But  it's  likely  to  be  an  uphill  battle.  Looming  behind  Xerox 


and  everybody  else  rushing  to  get  into  this  vast  new  markc; 
IBM,  which  is  also  a  major  supplier  of  office  equipment.  I 
recently  announced  its  Displaywriter  word  processor, 
competitors — like  Xerox,  Digital  Equipment,  Lanier,  Olive 
A.B.  Dick  and  a  host  of  others — began  slashing  prices  m 
hope  that  customers  would  rather  buy  now  from  them  t 
wait  for  the  Displaywriter,  on  which  IBM  was  recently  quoi 
a  38-week  delivery 


The  edge  was  worth  fighting  for.  IBM  intended  to  go  Xepandj 
and  company  one  better  and  provide  ways  to  link  Disp 
writer  and  other  stand-alone  office  machines  to  corporate  c 
bases,  and  to  store  and  transmit  numerical  data  along  v|  pe 
words.  IBM's  Systems  Network  Architecture  would  also  al  iy,eve 
it  to  fold  in  electronic  filing  (and  instantaneous  cross-index 
and  electronic  mail.  The  way  IBM  sees  it,  according  to 
office  products  division's  vice  president  of  marketing,  1 
McGlaughlin,  office  automation  would  eventually  become 
with  data  processing  and  transmission  for  large  custom 
Under  that  scenario,  the  office  of  the  future  would  be  in 
duced  by  present  EDP  managers.  Since  they  are,  by  and  la 
IBM's  biggest  and  most  dependent  fans,  IBM  would  hai 
huge  marketing  advantage 

To  bypass  the  EDP  manager  (and  to  weaken  IBM's  conl 
ling  hand),  Xerox  has  shrewdly  attacked  from  the  oppc 
direction  with  Ethernet,  a  scheme  for  linking  the  compu 
and  office  devices  by  a  simple  coaxial  cable.  Created  in  part 
ship  with  Digital  Equipment,  the  biggest  maker  of  minic  ^ 
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Savin 

47.3% 

1 

23.8% 

0.8 

14.7% 

I 

35.5% 

5.5% 

36.3% 

1 

101.3% 

1 

Computer  Sciences 

40.3 

2 

32.8 

0.9 

19.6 

5 

18.2 

4.8 

18.3 

4 

ID-P 

Kelly  Services 

28.5 

3 

25.2 

0.0 

25.3 

2 

28.5 

3.5 

23.5 

3 

26.5 

3 

Electronic  Data  Syst 

22.2 

4 

23.2 

0.1 

20.7 

3 

20.1 

7.9 

17.8 

5 

7.0 

8 

Auto  Data  Processing 

21.8 

5 

20.3 

0.2 

16.1 

4 

19.5 

8.3 

27.6 

2 

21.9 

4 

Pitney  Bowes 

19.7 

6 

19.7 

0.4 

13.4 

8 

13.8 

6.0 

16.1 

7 

32.0 

2 

Xerox 

18.8 

7 

18.7 

0.3 

16.1 

6 

15.4 

7.7 

15.1 

8 

11.5 

6 

Moore  Corp 

18.2 

8 

18.5 

0.2 

14.9 

7 

14.3 

6.0 

14.2 

9 

9.0 

7 

Nashua 

17.4 

9 

14.9 

0.3 

11.7 

9 

12.9 

3.3 

17.0 

6 

16.3 

5 

Bell  &  Howell 

3.3 

10 

14.0 

0.4 

11.0 

10 

3.1 

3.6 

6.3 

11 

-16.0 

10 

AM  International 

2.5 

U 

1.0 

0.5 

2.0 

11 

3.1 

0.2 

7.4 

10 

-2.8 

9 

Industry  medians 

19.7 

19.7 

0.3 

14.9 

15.4 

5.5 

17.0 

13.9 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

oisor 


Note:  Explanation  of  Yardsticks  calculations  on  page  49 
D-P:  deficit  to  profit;  not  ranked. 
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rs,  and  Intel,  a  leading  computer- 
maker,  Ethemet  is  a  design,  plus 
opriate  equipment,  for  creating 
iterconnected  web  of  office  de- 
.  inside  a  company  without  nec- 
nly  tying  the  system  and  ma- 
es  together  through  the  com- 
's  central  computers, 
hemet's  rivals  are  or  will  be  offer- 
systems  of  their  own,  generally 
iems  incompatible  with  one  an- 
r.  Each  will  have  its  own  stan- 
and  protocols,  the  sets  of  rules 
specifications  that  govern  the 
in  which  information  is  trans- 
ted  from  machine  to  machine, 
a  hopes  to  impose  its  standards  on 
or  all  of  the  potential  market  be- 
se  that  would  give  it  an  edge  in 
tng  equipment,  much  as  IBM  long 
in  computers.  Ethemet  protocols 
'i\w  E  been  published  in  the  hope  that 
;r  non-IBM  competitors  will  copy 
oX  b  and  give  them  more  force  m  the 
Dis|  ketplace. 

there's  a  chance  Ethemet  can 
pe  the  IBM  juggernaut.  Unfortu- 
soi  ;ly,  even  Ethemet,  the  most  prom- 
l  competitor,  has  had  to  include  a 

ce  to  connect  into  IBM's  Systems  Network  Architecture 
use  IBM's  installed  base  of  equipment  is  simply  too  mas- 
and  ubiquitous  to  exclude  without  hurting  sales.  And 
slating  equipment  for  linking  up  incompatible  networks  is 
be  II  roving,  so  the  niches  the  companies  build  won't  be  as  safe 
le  companies  would  like.  Meanwhile,  IBM's  plans  to  ex- 
l  communications  through  its  joint  venture,  Satellite  Busi- 
Systems,  and  to  link  up  and  computerize  office  functions 


rate 


igto 


;ome 


The  860  office  system 
Xerox'  new  improved 


are  so  vast  that  each  part  of  the  effort 
will  be  fair  game  for  an  alert  competi- 
tor  with  an  improvement. 
^Bbf  Overall,  the  prize  is  big  enough  to 

justify  the  gamble.  But  the  smart  bet- 
ting is  that  whatever  system  IBM  ulti- 
mately adopts  will  become  the  stan- 
dard. That's  the  way  it  was,  and  is,  in 
computers. 

While  all  this  is  going  on,  a  lively 
battle  is  also  shaping  up  in  copiers.  In 
the  high  end,  Xerox  is  taking  care  of 
itself  very  well.  Its  new,  state-of-the- 
art  5700  not  only  copies  and  dupli- 
cates pieces  of  paper,  but  also  does 
electronic  printing,  which  creates  an 
original  from  remote  word  processors 
or  tapes.  Two  lesser  products,  the 
5600  and  the  8200,  neatly  bracket 
and,  at  least  for  the  moment,  halt  the 
encroachment  of  IBM  and  Kodak  in 
the  high  end  of  the  copier  market.  But 
the  Japanese  continue  to  gain  market 
share  in  the  low  end.  In  the  cheap 
machines,  no  American  manufacturer 
is  cost-competitive,  even  inside  the 
U.S.  IBM,  for  example,  is  rumored  to 
be  about  to  buy  Minolta-made  ma- 
chines for  distribution  inside  the  U.S. 
and  Xerox  is  getting  low-end  machines  now  from  Fuji  Xerox. 

The  future  for  office  equipment  is  a  world  of  enormous, 
barely  understood  potential;  a  revolution  in  the  way  Ameri- 
cans conduct  their  business  lives  is  brewing  here.  But  already 
there  is  that  cloud  on  the  horizon,  no  bigger  than  a  man's 
hand:  abandoning  the  low  end  to  the  Japanese.  American  auto 
manufacturers  did  that  long  ago.  Will  IBM  and  Xerox  find  it 
any  wiser  a  decision  in  copiers? — Robert  J.  Flaherty 


secretary. 


ipan 


blishing  is  still  an  easy-entry  biAsiness,  but 
se  days  ifs  no  longer  easy  to  stay  in. 


Publishing 


s  HARD  TO  FIND  AN  INDUSTRY  that  has  been  picked 
cleaner  by  the  conglomerates  than  book  publishing.  G.P. 
'utnam.'s  Sons,  for  example,  has  long  since  been  absorbed 
[CA;  Simon  &  Schuster,  by  Gulf  Western, 
le  big  question  in  publishing  is  how  to  prosper  in  these 
of  the  multimedia  deal,  when  the  megabucks  can  be  made 
by  turning  a  hardcover  book  into  a  paperback  into  a 
ie  or  some  variation  thereof.  Not  coincidentally,  MCA 
3wns  Universal  Pictures;  G&W  owns  Paramount, 
le  solution  is  to  become  more  of  a  conglomerate.  Take 
lam  Jovanovich,  the  outspoken  onetime  college  textbook 
an  who  has  headed  Harcourt  Brace  Jovanovich  for  over  a 
er-century.  With  more  than  30  acquisitions  under  his 
Jovanovich  has  tried  to  improve  the  company's  earnings 
by  broadening  its  publishing  base  to  include  such  oddities 
arine  theme  parks,  a  purveyor  of  classroom  supplies  like 


m 

-Hfter 


chairs  and  chalk  and  a  purveyor  of  life  and  accident  insurance. 

There  have  been  some  mistakes  along  the  way — Jovanovich 
unloaded  his  deficit-ridden,  mass-market  paperback  Jove  im- 
print on  MCA,  for  example — but  by  and  large  the  conglomerate 
approach  has  worked.  HBJ's  return  on  equity  has  been  looking 
far  better  in  the  last  couple  of  years  than  in  the  early  to  mid- 
Seventies.  The  leverage  has  been  successful  enough  for  Jovano- 
vich to  talk  of  HBJ  moving  into  the  light  manufacture  and 
assembly  of  products  unrelated  to  its  current  lines  of  business. 

Book  publishing  is  still  an  easy-entry  business.  The  best- 
seller paperback  lists,  for  example,  are  peppered  with  offerings 
from  such  comparative  newcomers  as  Ten  Speed  Press,  Mea- 
dowbrook  Press  and  Workman  Publishing.  "You  could  go  into 
business  tomorrow,"  says  Robert  Bernstein,  chairman  of  the 
Newhouse  organization's  Random  House  subsidiary,  "if  you 
had  ideas  for  two  books  and  if  you  could  find  a  distributor." 
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Maybe  so,  but  it  wouldn't  take  you 
very  far.  The  marketing  linkage  be- 
tween trade  books,  paperbacks,  mov- 
ies and  TV  has  made  publishing  a 
high-stakes  game.  So,  increasingly  the 
focus  is  on  the  blockbuster,  the  book 
that  may  cost  several  million  dollars 
in  upfront  royalties  to  a  name  author 
but  may  produce  a  multimedia  payoff. 
Big  subsidiary  rights  sales  help  take  a 
lot  of  the  risk  out  of  the  game. 

New  American  Library,  for  exam- 
ple— a  subsidiary  of  the  Times  Mirror 
empire — paid  just  under  $3  million  for 
the  paperback  rights  to  two  books  by 
Robin  Cook,  Sphinx  and  Brain .  That 
record  didn't  last.  It  was  topped  by  the 
$3.2  million  Crown  got  from  Bantam 
Books  for  paperback  rights  to  Judith 
Krantz'  Princess  Daisy- 
Princess  Daisy  is  one  of  the  richest  demonstrations  yet  of  how 
hardcover  books  have  become  the  software  for  the  multimedia 
packagers.  Crown  put  $400,000  up  front  ior  Princess  Daisy,  and 
gave  up  a  good  chunk  of  the  paperback  rights  to  the  author 
Even  so,  it  presumably  came  out  well  ahead  of  the  game  with 
that  $3.2  million  paperback  sale  to  Bantam.  Foreign  hardcover 
and  paperback  rights  to  the  book  have  already  brought  in  over 
$2  million,  with  more  to  come.  Still  down  the  road  is  a  yeasty 
movie  deal,  probably  with  TV  or  cable  TV  riders  attached. 

The  transformation  of  book  publishing  from  what  was  basi- 
cally a  cottage  industry  to  one  dominated  by  a  dozen  or  so 
conglomerates  pivots  on  economies  of  scale.  Bantam  could 
afford  to  put  up  $3.2  million  for  its  piece  oiPrincess  Daisy  partly 
because  in  press  runs  of  a  million  or  more  it  can  probably  print 


llardan  er  bestsellers  at  a  B.  Dalton  bookstore 
The  paperbacic,  the  movie,  and  then.  .  .  . 


the  book  at  a  per-copy  cost  in 
neighborhood  of  35  cents.  On  a  bi 
that  would  sell  only  100,000  cop 
say,  unit  production  costs  would 
somewhat  higher 

Princess  Daisy,  of  course,  could  h 
been  a  bomb.  Bantam  could  affon 
take  the  risk  because  as  a  subsid: 
of  Bertelsmann,  the  big  German  p 
lishing  conglomerate,  it  has  poteni 
access  to  some  very  deep  capital  pc 
ets  indeed.  If  the  book  had  flopj 
the  cost  would  have  been  mayh 
couple  of  cents  a  share  to  Berti 
mann.  A  small  independent  tab 
the  risk  could  very  well  have  h 
wiped  out  by  a  failure.  The  risks  h 
become  so  high  that  many  publisB 
are  pulling  back.  McGraw-Hilll 
clearly  backing  away  from  trade  books.  RCA  recently  sold 
Random  House  subsidiary,  probably  the  industry's  most  pre 
gious  company.  Harper  i!k  Row  has  folded  its  Lippincott 
Crowell  trade  hardcover  lines  into  a  single  Harper  imprint, 
move  was  a  prelude  to  sizable  staff  cuts  and  a  planned  shri 
age  on  the  trade  book  side  of  the  business.  The  competi 
pressures  are  less  intense  on  the  textbook  side  and  that  is 
marketing  basket  in  which  the  independents  are  placing 
increasing  share  of  their  hopes. 

There  is  still  room  enough  for  tightly  run  independents 
specialty  houses  to  make  something  out  of  bread-and-bu 
midrange  books  that  the  megapublishers  no  longer  seem  \ 
much  interested  in  publishing.  On  form,  though,  it  look 
though  the  big  ones  have  no  choice  but  to  go  right  on  geti 
bigger  or  selling  out  of  the  business. — Richard  Phalon 
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Publishing 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

Company 

5-year 
average 

latest 
5-year  12 
rank  months 

debt/ 

equity 

ratio 

latest 
12 

months 

5-year  5-year 
rank  average 

net 

profit 

margin 

5-year 
average 

5-year 
rank 

5-year 
average 

5- ye. 
rank 

Dow  Jones 

30.7% 

1 

28.6% 

0.1 

25.37o 

1 

27.8% 

10.5% 

15.7% 

9 

14.7% 

13 

Deluxe  Check  Printers 

26.9 

2 

27.2 

0.0 

25.4 

3 

25.1 

10.4 

15.4 

12 

17.0 

11 

Washington  Post 

26.6 

3 

20.0 

0.1 

17.2 

5 

20.0 

5.2 

15.5 

11 

31.1 

3 

Dun  &  Bradstreet 

26.4 

4 

29.5 

0.0 

28.8 

2 

26.4 

8.8 

12.5 

15 

13.4 

16 

Interpublic  Group 

23.8 

5 

20.5 

0.3 

16.7 

4 

22.7 

4.8 

16.1 

7 

20.8 

5 

Capital  Cities  Commun 

21.9 

6 

22.8 

0.3 

18.7 

10 

16.7 

15.2 

21.8 

1 

24.1 

4 

Times  Mirror 

20.8 

7 

18.2 

0.3 

13.8 

8 

18.2 

7.4 

15.7 

10 

19.5 

6 

Gannett 

20.6 

8 

20.9 

0.2 

18.3 

7 

18.6 

12.4 

21.0 

2 

17.7 

10 

McGraw-Hill 

20.0 

9 

21.4 

0.1 

19.3 

9 

17.4 

8.5 

10.5 

16 

19.2 

7 

A  C  Nielsen 

19.8 

10 

18.8 

0.0 

19.2 

5 

20.0 

•5.9 

17.7 

4 

15.7 

12 

Equifax 

18.8 

11 

16.8 

0.2 

13.4 

11 

16.1 

2.8 

8.3 

19 

3.1 

18 

Meredith 

17.7 

12 

19.1 

0.3 

12.4 

16 

12.1 

6.4 

13.2 

14 

43.0 

2 

Time  Inc 

17.4 

13 

14.0 

0.4 

10.4 

14 

13.5 

5.2 

20.9 

3 

18.3 

8 

Knight-Ridder  News 

16.8 

14 

16.2 

0.1 

15.0 

12 

15.4 

8.3 

15.9 

8 

17.9 

9 

New  York  Times 

15.7 

15 

19.0 

0.1 

16.3 

13 

13.8 

5.8 

9.6 

17 

13.6 

15 

Harcourt  Brace  |ovan 

15.1 

16 

17.9 

0.6 

12.2 

17 

11.6 

5.1 

16.8 

6 

9.2 

17 

R  R  Donnelley  &  Sons 

14.9 

17 

15.1 

0.0 

13.3 

15 

13.4 

6.3 

14.9 

13 

14.2 

14 

Areata 

13.3 

18 

11.6 

0.6 

7.4 

18 

9.6 

3.8 

17.1 

5 

54.4 

1 

Playboy  Enterprises 

7.3 

19 

12.8 

0.2 

10.9 

19 

6.7 

3.8 

8.7 

18 

-2.6 

19 

Macmillan 

def 

20 

def 

0.5 

def 

20 

def 

def 

4.3 

20 

P-D 

20 

Industry  medians 

19.3 

18.9 

0.2 

15.7 

16.4 

6.1 

15.6 

17.4 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 

|0R1 

line 


igersl 

Jiiver 
■irece 


Note:  Explanation  of  Yardsticks  calculations  on  page  49 
P-D:  profit  to  deficit    def:  deficit. 
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Thor(ii)  in  the  publishers'  side 


what  does  a  maker  of  rock  drills,  impact  wrenches  and 
concrete-cutting  saws  have  to  do  with  the  publishing  indus- 
try? Enough  to  cause  the  destruction  of  millions  of  books, 
increased  costs  and  higher  hurdles  for  would-be  authors  to 
cross.  It's  like  this: 

Back  in  1971  the  Thor  Power  Tool  Co.  of  Aurora,  111.  took 
the  Internal  Revenue  Service  to  court  over  the  tax  treat- 
toent  of  excess  inventories  stored  in  the  company's  ware- 
house. The  IRS  maintained  that  those  stocks  could  not  be 
written  down  for  tax  purposes  unless  they  were  either  sold 
at  reduced  cost  or  destroyed.  Thor  thought  otherwise.  In 
• '  1979  the  tax  man  won  in  the  U.S.  Supreme  Court,  and  the 
IRS  issued  a  ruling  last  February  applying  the  Thor  decision 
«  to  all  companies. 

As  it  happened,  a  number  of  publishers  accounted  for 
books  the  way  Thor  accounted  for  rock  drills,  and  that 
H  translated  into  millions  of  lost  dollars.  Take,  for  example, 
cots  tPrentice-Hall,  the  $282  million  (revenues)  textbook  publish- 
iini  er  headquartered  in  Englewood  Cliffs,  N.J.  Over  the  past  few 
^^■2  jyears  P-H  took  a  $3  million  writedown  of  some  1.4  million 
college,  elementary  and  high  school  texts.  Under  its  old 
'3'"  accounting  practices,  the  publisher  could  have  still  hung  on 
^™  to  the  books— now  carried  at  zero  value  for  tax  reasons— on 
the  chance  that  they  might  be  sold  later  for  their  retail  value 
M>  Df  $15  to  $20.  But  no  more.  Under  the  February  IRS  action, 
idi  the  company  now  has  to  establish  a  value  for  the  books  it 
•^n  wrote  off,  either  by  selling  them  at  reduced  prices  (remain- 
l™i  lering)  or  by  destroying  them.  Or,  P-H  could  pay  back  the 
ip  51.5  million  tax  credit  on  the  $3  million  writeoff.  The 

publisher  has  opted  to  shred  the  books. 
~     "There's  no  question  about  it,"  warns  Leo  Albert,  the 
ivhite-haned  P-H  director  who  is  also  chairman  of  the  325- 
—  nember  Association  of  American  Publishers,  "a  lot  more 
__  jooks  will  be  destroyed  as  a  result  of  this  ruling."  But  Albert 


points  out  that  the  paring  of  overstock  will  be  a  onetime 
cost;  in  the  future,  publishers  will  look  more  carefully  at  a 
book's  sales  potential  and  will  print  only  enough  copies  to 
meet  the  sure-sell  requirements.  Altematively,  they  might 
simply  raise  the  price  to  cover  the  increased  inventory  cost. 
Marginal  books,  such  as  an  author's  first  novel,  might  not 
get  published  at  all  because  there's  no  assurance  the  market 
is  there.  "That,"  concludes  Albert,  "is  a  restriction  on  the 
free  flow  of  information,  no  matter  how  you  look  at  it." 

It's  hardly  more  of  a  restriction  than  a  publisher's  deci- 
sion not  to  publish  on  other  grounds,  but  New  York  Senator 
Patrick  Moynihan  intends  nonetheless  to  introduce  a  bill 
that  would  exempt  publishers  from  the  ruling.  How  many 
publishers  are  affected  by  Thor,  and  how  badly,  is  still 
anybody's  guess,  however. 

McGraw-Hill  and  John  Wiley  &  Sons,  among  others, 
won't  be  affected  much  at  all  because  they  decided  to 
comply  with  the  IRS  wishes  when  Thor  was  still  in  court. 
Then  too,  publishers  who  use  LIFO  accountmg  aren't  affect- 
ed at  all  because  under  that  system  you  don't  take  deduc- 
tions for  reserves  because  you  don't  create  reserves. 

Little  wonder  then  that  Townsend  Hoopes,  AAP  presi- 
dent, believes  gaining  special  treatment  for  publishers  "is 
going  to  be  a  very  uphill  fight.  We'll  have  to  prove  that 
books  are  different.  There's  a  cultural  dimension  here,  and 
it  ought  to  be  public  policy  to  encourage  the  retention  of  old 
books  because  otherwise  the  backlists  are  going  to  dry  up." 

At  least  one  major  New  York  publishing  executive  thinks 
the  AAP  IS  after  a  highly  discriminatory  special  rule.  "You 
don't  have  to  keep  2,000  copies  of  a  book  to  preserve  the 
cultural  backlist.  Besides,  if  you  go  to  a  warehouse  and  see 
10,000  copies  of  Furerer  Amber  [the  steamy  1945  Kathleen 
Winsor  romance  novel],  there's  no  cultural  reason  why  you 
shouldn't  chop  up  all  but  a  hundred."— Jeff  Blyskal 


St  year,  advertising  outlays  seemed  finally 
have  become  recession-proof.  But,  for  the 
tworks,  earnings  were  nonetheless  down. 

Broadcasting 


OR  YEARS,  Madison  Avenue  has  been  trying  to  con- 
vince the  nonbelievers  in  Wall  Street  that  advertising 
spending  has  indeed  become  recession-proof.  In  1980  it 
illy  proved  the  point. 

or  at  least  the  last  two  decades,  the  advertising  budget  has 
n  one  of  the  first  places  where  cost-conscious  corporate 
lagers  looked  for  economies.  Last  year,  though,  while  the 
P  headed  for  the  cellar  in  one  of  the  sharpest  recessions 
r,  advertising  spending  rose  by  about  1 1%,  vs.  the  13%  gain 
aonrecessionary  1979.  Sharpening  competition  was  the 
'or  catalyst. 

Everyone  was  pressing  for  market  share,"  explains  Robert  J. 
n,  a  senior  vice  president  with  McCann-Erickson,  Inc.,  one 
^Icw  York's  most  successful  advertising  agencies,  "or  will- 


ing to  spend  more  money  to  protect  what  they  had." 

Nobody  knew  why  the  corporate  managers  had  changed 
their  strategy  in  a  recession,  but  change  it  they  apparently  had, 
and  Wall  Street  responded  to  the  new  dispensation  by  marking 
up  prices  on  advertising  agency  issues  to  the  point  where  they 
were  moving  almost  twice  as  fast  as  the  market  as  a  whole. 
One  estimate  is  that  agency  earnings  were  up  by  something 
like  lO'/o. 

Perversely,  though,  the  bulge  in  billings  that  helped  gussy  up 
the  Madison  Avenue  image  in  The  Street  did  not  in  most 
instances  trickle  down  to  the  bottom  lines  of  the  publishers 
and  broadcasters  who  rely  so  heavily  on  advertising  for  their 
daily  bread. 

Ad  managers  were  willing  to  spend  money  all  right,  but  it 
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Mean  Joe  (liven  s//)s  a  Cok'v 

Corporate  strategists  are  betting  that  advertising  adds  life  to  recession-threatened  businesses. 


was  being  spent  charily.  Which  is  to  say  that  the  networks  in 
particular,  which  are  now  getting  as  much  as  $500,000  for  a 
minute  of  prime  time,  were  not  able  to  jack  up  prices  with  the 
abandon  of  other  years.  After  all,  advertising  outlays  might  not 
prove  as  recession-proof  as  they  seemed. 

The  usual  war  of  nerves  between  the  advertising  buyers  and 
the  networks  on  so-called  "upfront"  time — programming 
bought  in  advance  of  the  September-to-September  season — 
lasted  well  beyond  its  customary  denouement  in  |une  and 
continued  on  into  late  fall. 

But  the  buyers'  feet-drag.ging  was  hardly  the  worst  of  it. 

The  Screen  Actors  Guild  strike  added  to  the  uncertainties  by 
curtailing  production  on  new  programming.  The  main  reason 
why  the  new  season  was  slow  to  take  financial  shape,  howev- 
er, was  plain  old  price  resistance.  "They're  saying,  'We  never 
used  to  sell  more  than  60%  upfront  anyway,  and  now  we're  at 
76%  so  that's  a  good  number,'  "  noted  one  securities  analyst, 
who  was  bemused  by  the  cheery  face  the  networks  were 
putting  on.  "Two  years  ago  they  would  have  slit  their  throats  if 
that  had  happened." 

hi  the  end,  as  with  most  toughly  contested  negotiations, 
everybody  received  a  little  something:  Rates  did  go  up,  but 
not  anywhere  near  as  much  as  the  networks  had  ht)ped. 
Their  profit  margins  showed  it,  and  probably  will  be  soft 
again  this  year,  according  to  such  industry  analysts  as  Ellen 


Broadcasting 


Berland  Sachar  of  Goldman,  Sachs 

On  the  revenue  side,  the  networks  are  clearly  pusl 
against  the  ceiling.  McCann-Erickson's  Robert  Coen,  for 
ample,  thinks  the  broadcasters  will  be  lucky  this  year  to  v 
away  with  anything  like  even  the  modest  rate  increases  ( 
took  off  the  table  last  year.  "They  will  just  have  to  cool 
Coen  says  bluntly 

At  the  same  time,  programming  costs — especially  the  co) 
talent — are  likely  to  keep  right  on  rising  at  a  fairly  high  1 
Blockbusters  like  the  made-for-television  movie  Sh()}>un 
example,  can  cost  upward  of  $1.5  million  an  hour  to  prod 
The  way  the  wind  has  been  blowing,  it's  going  to  bec(i 
increasingly  difficult  for  the  networks  to  get  that  kind 
money  back  at  anything  like  the  comfortable  margins  1 
used  to  enjoy 

So  far  the  networks  have  been  slow  to  respond  to  the  f 
that  may  prove  as  great  a  threat  to  their  advertising  reve: 
as  any  recession — cable  television.  "The  consensus  is  that  an 
country  is  going  to  be  wired,"  says  Merrill  Lynch  anS 
Edward  E.  Dunleavy.  "Anybody  who  is  in  communicat: 
had  better  be  in  cable,  if  only  to  protect  a  traditional  mark 
But  the  networks  are  still  not  so  sure.  And  the  prices 
acquisitions  would  certainly  be  high.  After  all,  cable  televi 
stocks  arc  probably  as  overvalued  these  days  as  the  stock  aje:! 
the  networks  themselves  are  undervalued. — Richard  Phalonpt04,v 
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Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

Compahy 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-ye 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Metromedia 

30.7% 

1 

39.0% 

1.0 

19.2% 

3 

17.57o 

11.7% 

13.7% 

4 

,35.8",, 

1 

Amer  Broadca.sting 

23.6 

2 

19.8 

0.3 

16.5 

2 

18.3 

6.9 

14.5 

3 

28.3 

2 

CBS 

23.0 

3 

17.5 

O.I 

15.1 

1 

19.6 

4.8 

15.0 

2 

15.1 

4 

RCA 

17.7 

4 

15.3 

0.9 

11.0 

4 

11. 7 

3.9 

9.6 

5 

26.1 

J 

Outlet 

1 1.6 

5 

0.6 

0.9 

3.7 

5 

93 

0.4 

23,1 

9.2 

5 

Industry  medians 

23.0 

17.5 

0.9 

15.1 

17.5 

4.8 

14.5 

26.1 

All  industry  medians 

15.8 

16.1 

0.4 

11.0 

11.1 

5.0 

14.3 

13.9 
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Note;  ii.\planatioii  of  Yardstick.s  calculations  on  page  49 
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w  do  the  middle-ranking  companies  in  FORBES'  106  industry 
lups  and  subgroups  compare  in  terms  of  growth  and  profits? 


Who's  where  in  the 
industry  groups 


rto 

ases  RODUCTiviTY  HAS  ALREADY  BECOME  One  of  the  catch- 
words  of  the  Eighties.  The  tables  below  give  some  sur- 
prising insights  into  the  productivity  of  American  busi- 
in  the  use  of  its  capital.  They  show  that — despite  inflation 
recession — the  1,041  companies  included  in  this  year's 
)rt  on  American  Industry  are  stretching  both  their  share- 
ers'  dollars  and  their  borrowed  funds  further  than  in  years, 
ver  the  first  half  of  the  Seventies,  for  example,  Forbes'  all- 
stry  medians  for  return  on  equity  averaged  11.6%  while 
m  on  total  capital  was  8.6%.  In  those  days,  the  most 
itable  industry  was  consumer  goods-personal  products, 
an  average  five-year  ROE  of  17.4%. 

contrast,  over  the  most  recent  five  years,  the  all-industry 
ian  ROE  was  15.8%  and  the  median  return  on  total  capital 
11.1%.  True,  recessionary  pressures  over  the  past  12 
ths  cut  the  total-capital  figure  down  slightly  for  last  year, 
all  in  all,  these  representative  big  U.S.  busmesses  got  36% 
e  return  on  their  shareholders'  dollars  in  the  second  half  of 
ecade  than  they  did  in  the  first  half  from  about  the  same 
rage:  The  median  debt-to-equity  ratio,  then  and  now,  was 
It  0.4,  while  the  median  net  profit  margin,  3.9%  then,  has 
m  to  57o.  All  of  which  suggests  equities  may  really  be  the 
tion  hedge  they  were  or  are  said  to  be. 
e  tables  also  give  a  detailed  picture  of  comparative  profit- 
ty  and  growth  of  different  industries.  There  are  some 
ises  here,  too.  Broadcasting,  of  course,  is  far  and  away  the 
profitable  industry  in  return  on  equity — no  surprise.  But 
at  electrical  equipment:  It's  now  the  most  profitable  of  all 
e  ultimate  measure,  return  on  total  capital.  At  the  bottom 
e  list,  industries  like  apparel,  railroads,  airlines,  copper  and 
have  traditionally  shown  low  ROEs — again,  no  surprise, 
ook  at  the  shoe  industry  subgrouping  under  apparel.  It  has 
irkling  17.6%  ROE  over  the  last  five  years  and  an  even 
;r  record  over  the  last  12  months. 
^  oreover,  some  of  those  low-profit  industries  had  a  much 
■Qved  year  last  year — railroads,  for  example,  and  copper — 
)ugh  the  steel  industry  did  not.  Its  profitability  over  the 


tk 

ICR 

) 
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last  12  months  was  far  below  its  five-year  average. 

These  Yardsticks  are  designed  to  give  the  kind  of  overview 
many  investors  seek  as  the  first  step  in  portfolio  selection: 
First  select  industries,  then  companies.  The  table  ranks  medi- 
an or  middle-ranking  companies  in  all  49  industry  groups  in 
the  same  way  as  the  1,041  companies  are  ranked  elsewhere  in 
this  issue.  Many  of  the  49  groups  are  further  broken  down  into 
subgroups — showing,  for  example,  separate  numbers  for  five 
different  regional  groupings  of  electrical  utilities,  as  well  as 
breakdowns  on  the  three  major  kinds  of  insurance  companies. 

The  results  show  which  industries  are  the  most  profitable, 
which  have  the  fastest  eamings  growth  and  which  have  shown 
the  most  promising  trends  in  the  latest  12  months.  We  use 
medians  rather  than  averages  to  avoid  distorting  the  results 
through  abnormal  windfall  eamings  at  the  top  or  staggering 
losses  at  the  bottom.  In  short,  these  are  the  track  records  of 
companies  in  the  middle  of  a  group. 

By  comparing  12-month  results  with  5-year  results,  some 
conclusions  can  be  drawn  about  cyclical  industries  just  starting 
their  turns,  or  trouble  spots  in  others  just  beginning  to  show 
up.  Return  on  equity  in  the  computer  industry,  for  example, 
ran  behind  its  five-year  average.  The  broadcasting  industry's 
five-year  averages  in  profitability  are  undeniably  impressive, 
but  over  the  latest  12  months,  as  the  costs  of  programming 
mounted,  they  have  been  considerably  below  that  high.  The 
highly  leveraged  consumer  finance  companies,  squeezed  by 
high  interest  rates,  fell  behind.  The  thrifts  were  way  down.  So 
were  retailers.  By  contrast,  ethical  drugs  and  aluminum  are 
examples  of  industries  that  did  better  last  year — sometimes 
much  better — than  they  did  over  the  last  five  years. 

Comparing  sales  growth  with  eamings  growth  is  a  good  way 
to  determine  how  companies,  and  industries,  cope  with  infla- 
tion. Among  those  where  eamings  did  not  keep  pace  were  such 
profitable  industries  as  drugs,  tobacco,  office  equipment,  toilet- 
ries and  cosmetics.  A  brighter  note:  Some  less  profitable  indus- 
tries— including  apparel,  railroads  and  multi-industry  compa- 
nies— have  steadily  improved  eamings  in  relation  to  sales. 
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Industry  medians 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total 

capital 

Sales 

per  share 

'  

latest 

ClcDl/ 

latest 

net 

5-year 

5- year 

12 

equity 

12 

5-year 

-year 

-year 

-year 

b-ye^r 

e  _ 

Industry 

average 

rank 

months 

rstio 

months 

rank 

average 

111  <U  ^111 

3ver2ge 

Broadcasting 

1 

17.5% 

0.9 

15.1% 

2 

I''. 5% 

4.8% 

14.5% 

21 

26. 1% 

1 

Totucco 

20.5 

2 

24.1 

0.7 

13.6 

17 

13.2 

6.3 

15.8 

12 

13.1 

29 

Aerospace  and  defense 

20.0 

3 

18.2 

0.2 

14.1 

13 

13.8 

4.1 

14.3 

24 

22.7 

4 

Electrical  equipment 

20.0 

3 

18." 

0.2 

17.2 

1 

18.1 

6.1 

14.1 

26 

14.3 

23 

Ofiice  equipment  and  $er\'ices 

19.-' 

5 

19." 

0.3 

14.9 

6 

15.4 

5.5 

17.0 

8 

13.9 

25 

Leisure 

19.6 

6 

18.3 

0.5 

11.8 

18 

12.5 

5.8 

16.0 

9 

20.5 

Travel 

14.9 

— 

19.2 

0.7 

11.8 

— 

8.6 

5.0 

13.7 

20.5 

— 

Entenainment 

23."' 

— 

19.3 

0.3 

15.9 

— 

19.4 

8.8 

16.7 

— 

21.6 

— 

Recreation 

!6  6 

— 

16.2 

0.4 

10." 

— 

12.0 

5.9 

14.5 

10.7 

16.0 

1.4 

0  1 

y.  1 

12.6 

3.0 

20.2 



22.0 





19.4 

7 

19.9 

0.1 

16.6 

7 

15.0 

9.2 

12.8 

32 

11.4 

3' 

Ethical  drugs 

21.4 

— 

21.9 

0.2 

19.0 

— 

18.2 

12.8 

13.5 

12.5 

Propnetjn'  drugs 

15.4 

16.3 

0.1 

14.8 

14.0 

7.1 

10.9 



7.8 



Toiletries  and  cosmetics 

19.4 

19.1 

0.2 

14.8 

T 

15.0 

7.0 

14.4 

22 

12.0 

33 

Energy 

10  3 
IV. J 

24." 

0.5 

1  C  T 
10. 

1  3 

13.3 

5.7 

20.8 

3 

17.2 

13 



International  oils 

25.6 

0.3 

18.7 

13.9 

5.7 

17.5 

— 

14.4 



Other  oil  and  gas 

21.5 

— 

25.0 

0.5 

15.8 

— 

13.6 

5.7 

22.5 

— 

19.8 



Coal 

14.6 

0.4 

0.0 

8.5 

4.0 

13.2 

4.1 

■•=: 

Publishing 

1  O  3 

18.9 

0.2 

13. 

5 

16.4 

6.1 

15.6 

16 

17.4 

12 

 1 

Specialty  retailers 

19.1 

11 

l".l 

0.6 

12.2 

9 

14.4 

3.2 

15.1 

19 

18.0 

10 

Drug  chains 

19.: 

19.5 

0.6 

13.6 

— 

14.8 

2.3 

19.4 

18.0 

■ — 

Niondrug  specialists 

19.0 

16.0 

0.5 

11." 

— 

13.9 

3.3 

14.4 



18.3 



1  tucj^cx>  anu  snippcx? 

19.0 

12 

I'.S 

0.7 

9.7 

39 

OA 

9.6 

3.4 

16.0 

9 

14.9 

18 

Truckers 

-.-..4 

15.4 

0.9 

0  3 

10. 

3.1 

15.9 

15.2 

'7~_ 

Other  surtjce  transponation 

1  ".3 

ISO 

0.6 

10  5 

9  4 

5.7 

18.2 

10.'' 



Insarance 

1S.9 

13 

16.4 

0.1 

15.1 

4 

15.9 

8.0 

13.6 

29 

18.5 

0 

I — lie 

1 1  w 

13.6 

0.1 

13.2 

10.7 

10.7 

13.1 





Fire  and  casualty 

22.5 



21.5 

0.1 

20.4 



21.1 

8.1 

16.3 



25.6 



Multiple  line 

204 

— 

r.s 

0.1 

15.6 

— 

16.9 

7.5 

13.9 

— 

21.3 

— 

Computers 

18.' 

14 

15.6 

0.2 

13.6 

4 

15.9 

7.8 

23.3 

19.3 

8 

■  

18.3 

15 

15.3 

0.9 

8.5 

35 

9.9 

5.5 

13.7 



28 

I'.l 

14 

t 

CoBstiuction.  mining,  transport  equip 

18.1 

16 

16.5 

0.4 

113 

11 

14.2 

'  

6.6 

16.0 

9 

17.6 

1 1 

Construction  matenais  handling 

14.9 

— 

11." 

0-5 

9.0 

— 

10.8 

3.8 

13.2 

12.7 

Mining  and  drilling  equipment 

20.5 

20.8 

0.4 

15.6 

15.5 

9.3 

21.7 

_ 

24.3 



■ — - 

Rail  equipment 

16.2 

I 

18.7 

1.0 

7  -r 

z 

7.4 

6.6 

13.1 



12.1 



 ■ — ■  , 

^  Health  care 

IS.  1 

16 

19.3 

0.4 

12.6 

18 

12.5 

6.8 

19.5 

22." 

4 

1  Construction  contractors 

1'.3 

18 

16-2 

0.4 

10.3 

26 

10.9 

2.8 

19.0 

7 

20.7 

■-- 

Hea\~\'  construction 

16." 

15.0 

0.4 

9.9 

12.2 

2.6 

19.9 

19.8 

Home  building 

105 

!6  2 

1  0 

10  6 

10-5 

4.2 

1".0 



25.8 



Electronics 

l~.l 

1" 

20." 

0.3 

14.4 

11 

14.2 

15.2 

18 

24.2 

3 

Industr,  .■  ri 

I'.l 

19 

16.1 

0.3 

12^ 

15 

13J 

4.8 

14.4 

22 

16.3 

16 

FVoouct  . 

1".5 

16-2 

0.4 

13-0 

13.2 

5.3 

14.4 

— 

ISO 

— 

^>eciai"v  equipment  and  materials 

16  S 

03 

12-2 

13.5 

14.6 

— 

15-9 

Chemicak  1 

16.9 

21 

16." 

a.4 

11.5 

21 

11.8 

5.6  1 

14.7 

13.6 

lb 



Diversified 

13.6 

U.4 

0.4 

10-9 

9-9 

5.0 

13.2 

20  ^ 

8.4 

Specialized 

105 

IS.S 

0-4 

12" 

13.8 

7.0 

15.3 

16.5 

Aluminum 

16.5 

22 

21.5 

0.5 

13.8 

32 

103 

9.2 

14.3 

24 

24.7 

•> 

Bnaied  foods 

16.2 

23 

15-2 

0.4 

11.4 

20 

12.0 

3J 

12.3 

35 

12.9 

30 

Diversified 

14  - 

11.8 

3.1 

11.4 

12.6 

Speaalized 

16-S 

li.9 

3.6 

12-6 

13  0 

Natnral  $as  \ 

16.0 

24 

18-2 

°'  1 

9.4 

41 

8.8  1 

4.6 

19.8 

8.6 

43 

PrcsJucers  and  papelmers 

1'3 

19.1 

0.8  1 

10.5 

9.1 

53 

19.8 

5  1 

11.5 

Pipeiineis  and  distributor?  | 

1S,~ 

21.!.  ■ 

0  " 

11.5 

10.1 

6.2 

25-5 

13.5 

Dismbutors  , 

13.C 

6  2 

Note  £xr 
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rdsticks  of  management  performance 


Profitability 


Growth 


Return  on  equity 


Return  on  total  capital 


Sales 


Earnings 
per  share 


jus  try 


latest 
5-year      5- year  12 
average    rank  months 


debt/ 

equity 

ratio 


latest 

12  5-year 
months  rank 


5-year 
average 


net 

profit 

margin 


5-year 
average 


5-year 
rank 


5-year 
average 


5-year 
rank 


nglomerates 


15.8%  25 


16.5% 


0.6 


9.8%  37 


9.7% 


3.9% 


11.1% 


39 


14.8%  20 


rest  products 


15.5 


26 


14.3 


0.5 


9.7 


27 


10.8 


6.0 


12.5 


34 


14.6 


jolesalers 

jd  distributors 
her  wholesalers 


15.2 

15.0 
16.0 


27 


15.4 

12.7 
16.7 


0.6 

0.6 

0.5 


10.4 

8.6 
12.4 


37 


9.7 

9.7 
11.3 


1.1 

0.7 
2.0 


15.8 

16.0 
12.9 


12 


12.0 

11.5 
14.1 


tos  and  trucks 


15.1 


28 


7.5 


0.3 


6.0 


30 


10.7 


1.8 


12.8 


32 


11.2 


/erages 


15.0 


29 


12.5 


0.3 


10.0 


22 


11.7 


4.9 


11.7 


37 


10.1 


.jermarkets 

jor  chains 
^onal  chains 


15.0 

13.2 
15.6 


29 


14.8 

14.5 
15.2 


,0 


9.1 

9.0 
9.3 


33 


10,2 


—  10.6 


1.2 

1.0 
1.3 


13.0 

9.5 
13.8 


30 


15.2 

7.9 
16.4 


Usehold  goods 
pliances 

lUsewares  and  furnishings 
ekeeping  products 


14.8 

13.0 
14.5 
16.3 


31 


13.4 

12.8 
4.0 
15.0 


0.4 

0.3 
0.7 
0.3 


9.7 

9.9 
4.7 
11.8 


23 


11.5 

10.7 
10.0 
12.9 


4.2 

3.3 
1.2 

5.3 


10.5 

7.5 
8.2 
13.4 


42 


10.9 

10.5 
12.7 
10.2 


—  ikerage 


14.7 


32 


24.1 


0.3 


23.0 


14.4 


6.5 


26.1 


14.9 


thrifts 


14.7 


32 


7.9 


0.5 


6.4 


14 


13.6 


5.1 


20.0 


16.5 


Iding  materials 
nber 

nent  and  gypsum 
ler  building  materials 
Iding  equipment 


14.5 

16.3 
14.1 
13.4 
21.7 


34 


12.6 

11.9 
14.0 
10.7 
20.0 


0.4 

0.5 
0.5 
0.4 
0.2 


9.5 

7.8 
10.4 

7.7 
13.1 


27 


10.8 

10.3 
10.1 
10.3 
16.3 


4.2 

4.8 
6.5 
3.6 

5.3 


11.9 

12.7 
10.4 
9.9 

12.2 


36 


13.6 

13.5 
14.4 
10.9 
17.8 


.  id  processors 
—  atpackers 
"  icultural  commodities 


14.4 

13.7 
15.0 


35 


16.1 

15.8 
16.2 


0.5 

0.6 
0.4 


11.6 

11.6 
12.0 


25 


11. 1 

10.8 
1 1.1 


1.9 

1.1 

2.5 


9.8 

9.8 

9.7 


46 


12.8 

6.0 
14.4 


ersified  metals 


14.3 


36 


23.6 


0.3 


18.3 


34 


10.0 


7.8 


14.1 


26 


6.3 


ilti-industry  companies 


14.1 


37 


14.9 


0.4 


11.0 


27 


10.8 


5.0 


9.6 


47 


13.5 


to  suppliers 

e  and  rubber 
tsmakers 


14.0 

5.7 
15.4 


38 


7.1 

def 
10.8 


0.4 

0.5 
0.4 


6.3 

0.2 


30 


10.7 

5.1 
12.2 


2.4 

def 
3.0 


11.0 

9.3 
13.1 


40 


12.3 

-2.0 
15.7 


ecommunications 


13.9 


39 


12.8 


0.9 


6.5 


44 


7.0 


8.9 


11.7 


37 


7.6 


iks 

York  banks 
onal  banks 


13.7 

12.9 
14.0 


40 


15.2 

15.8 
14.9 


0.4 

0.5 
0.4 


11.5 

11.8 
11.5 


24 


11.2 

10.4 
11.6 


6.7 

4.7 
6.9 


15.4 

17.1 
15.3 


17 


9.8 

8.5 
10.0 


aalty  steel 


13.1 


41 


7.9 


0.4 


7.7 


35 


9.9 


2.5 


9.9 


44 


8.5 


Ikaging 


13.0 


42 


12.6 


0.5 


8.6 


40 


9.4 


3.5 


13.0 


30 


11.5 


neral  retailers 

partment  stores 
Dunt  and  variety  stores 


12.5 

12.3 
12.5 


43 


9.5 

9.7 
9.1 


0.7 

0.6 
1.0 


6.8 

7.3 
6.5 


43 


8.2 

8.8 
7.2 


2.0 

27 
1,3 


10.3 

9.9 
13.0 


43 


8.9 

7.3 
1 1.7 


trie  utilities 
theast 

east 
awest 


11.8 

11.5 
12.1 
11.8 
13.5 
11.2 


44 


11.3 

11.3 
11.3 
11.4 
13.9 
10.5 


0.9 

0.9 
0.9 
0.9 
0.9 
0.9 


6.3 

6.3 
6.4 
5.8 
7.1 
6.3 


46 


6.4 

6.4 
6.4 
6.1 
7.3 
6.7 


10.1 

9.1 
10.5 

9.6 
10.4 
10.0 


15.8 

13.0 
15.4 
16.8 
19.6 
19.7 


12 


2.2 

2.8 
1.8 
2.8 
4.9 
1.8 


lel 

ing 


11.7 

10.3 
9.3 
17.6 


45 


11.4 

9.0 
9.3 
18.3 


0.3 

0.4 
0.3 
0.3 


9.1  41 

7.2  — 
8.4  — 

14.5  — 


8.8 

8.2 
7.9 
14.1 


3.4 

2.5 
3.4 

3.7 


9.3 

6.9 
9.3 
12.5 


49 


11.7 

7.8 
13.9 
16.6 


Iroads 


11.5 


46 


13.8 


0.6 


8.5 


45 


6.9 


6.7 


10.8 


41 


14.5 


lines 


11.3 


47 


def 


1.2 


1.2 


47 


5.7 


def 


15.8 


12 


14.2 


)per 


8.6 


48 


8.9 


0.9 


6.3 


48 


5.5 


3.5 


9.4 


48 


-8.1 


el 


8.1 


49 


5.1 


0.4 


4.5 


49 


5.4 


1.5 


9.9 


44 


0.9 


industry  medians 


15.8 


16.1 


0.4 


11.0 


11.1 


5.0 


14.3 


13.9 


Note:  Explanation  of  Yardsticks  calculations  on  page  49. 
def:  deficit. 
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AOS 

How  do  companies  rank  by  the  measure  that  counts  most — ^ 
amount  of  return  in  net  profits  for  every  dollar  of  capital  that  goes  it 

Who's  where  in 
profitability 

r 

k 

d 

ht 
it*. 

HE  MOST  COMMONLY  USED  MEASURE  OF  PROFITABILITY    Style  OF  there'll  be  slcepless  nights  in  the  future. 
1     for  a  company  is  return  on  equity.  The  ;////w^//tJ  measure       For  example,  look  at  the  spectacular  121.9%  returr 
•B"    is  return  on  total  capital — equity  plus  debt.  Each  com-    equity  of  Saul  Steinberg's  Reliance  Group,  number  ont 
pany  in  the  Forbes  Annual  Report  on  American  Industry  is    the  list  over  the  past  five  years.  Losses  in  the  mid- 11 
ranked  both  ways  in  the  following  table.                                 reduced  equity  per  share.  Thus,  Reliance  ranks  1st  in  ] 
Both  measures  are  needed  because  return  on  equity  alone    but  115th  in  return  on  capital.  Or  take  Houston  Oi 
can  sometimes  be  misleading.  If  a  company  has  had  significant    Minerals.  It's  5th-ranked  in  ROE  but  146th  in  retum  on  1 
losses  in  the  recent  past,  for  example,  stockholders'  equity  will    capital  largely  because  it  financed  explosive  growth  ' 
be  much  smaller — so  its  earnings,  as  a  percentage  of  that    heavy  debt.  In  fact,  Houston  Oil's  retum  on  total  capital 
smaller  base,  will  appear  unusually  high  as  they  start  to  recov-    the  past  12  months  was  lower  than  the  Forbes  all-indu 
er.  You  can  tell  which  companies  these  may  be  by  looking  at    medians  (10.4%  vs.  11%). 

retum  on  total  capital.                                                           In  addition  to  correlations  between  retum  on  equity 
A  highly  leveraged  company,   too,  can  often  wring  a    retum  on  capital,  look  at  how  12-month  performance  c 
spectacular  retum  on  equity  out  of  a  modest  retum  on  total    pares  with  five-year  performance.  In  last  year's  recess 
capital.  In  many  cases,  that's  a  measure  of  effective  financial    many  companies  failed  to  better  that  five-year  basi: 
management;  but  in  these  days  of  wildly  volatile  interest    retum  on  total  capital.  Among  those  that  succeeded  ' 
rates,  that  might  suggest  it's  time  for  a  change  in  financial    Reliance  itself — as  well  as  third-ranked  Tosco. 

1 
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Return  on  equity 

Return  on  capital 

Return  on  equity 

Return  on  capital 

npany 

latest 
5-year  12 
average*  rank  months 

latest 
5-year  12 
average*  rank  months 

Company 

latest 
5-year  12 
average*  rank  months 

latest 
5-year  12 
average*  rank  months 

iance  Group 
>aru  of  America 

CO 

umbia  Pictures 
jston  Oil  &  Minerals 

121.9%        1  45.1% 
76.8          2  58.5 
62.7          3  49.6 
54.4          4  24.6 
53.1          5  27.4 

18.6%      115  25.7% 
73.2           i  58.2 
18.2        124  30.2 
21.0         72  18.5 
17.5        146  10.4 

Houston  Natural  Gas 
AMP 

Deluxe  Check  Printers 
Crown  Central  Petroleum 
American  Financial 

27  1%     66  27.1% 
26.9        67  27.1 
26.9        67  27.2 
26.9        69  18.3 
26.8        70  7.5 

15.2%    225  16.0% 
22.8        46  23.6 

25.1  27  25.4 

16.2  187  13.3 
8.6       730  6.6 

idy 
in 

liter 
klee 

xander  &  Alexander 

47.5          6  43.5 
47.3          7  23.8 
47.3          8  25.6 
44.3          9  15.5 
40.5         10  36.9 

27.1          20  26.4 

35.5  3  14.7 

24.6  35  16.2 
27.5          18  10.8 
44.1           2  37.5 

Holly  Corp 

United  Energy  Resources 
Trinity  Industries 
Missouri  Pacific 
Lubrizol 

26.8        70  22.5 
26.8        72  29.2 
26.8        73  37.4 
26.7       74  21.8 
26.7       75  30.3 

18.6       112  18.5 

17.8  135  19.2 

20.1  88  28.0 

11.2  502  10.9 

24.9  31  28.2 

nputer  Sciences 
orts  IntI 
«ell 

chell  Enrgy  &  Dev 
edyne 

40.3  11  32.8 
38.8         12  22.7 
37.7        13  34.7 

36.4  14  44.3 
36.1         15  27.7 

18.2        125  19.6 
29.8           9  16.2 
25.0         29  32.0 
11.8        464  14.4 
23.4         40  21.1 

Washington  Post 
Parker  Pen 
Du^  &  Bradstreet 
Louisiana  Land 
American  Family 

26.6        76  20.0 
26.4        77  26.2 
264        78  29.5 
26.4        79  28.0 
26.3        80  13.7 

20.0        89      17  2 
24.7        33  25.4 
26.4        25  28.8 
21.2        67  23.4 
25.0        28  12.1 

ery  Aii'  Freight 
d  Town  Stores 
i  Strauss 

arson  Loeb  Rhoades 
Republic  Intl 

35.7         16  28.8 
35.0        17  31.0 
34.3         18  31.4 
34.3         19  55.9 
33.6        20  19.1 

34.4           4  26.6 
29.3         13  24,7 
29.3          13  27,7 
20,1          85  34,3 
33,1           6  21,3 

U  S  Fidelity  &  Gty 
EG&G 

Snap-On  Tools 

Bruno's 

Caldor 

26.3        80  23.7 
26.1        82  38.8 
25.9        83  23.4 
25.9        84  29.4 
25.8        85  26.6 

26.4        24  23.8 
21.0        71  26,6 
21,8        56  20.7 
16.6       172  19.4 
16.6       174  13.4 

thKline 

rice  Merchandise 
sion  Insurance 
rsh  &  McLennan  Cos 
;or 

33.4        21  38.1 
33.4        22  17.1 
33.3        23  30.3 
33.2        24  31.9 
32.8        25  37.7 

28.6          15  35.6 

23.4  40  10.5 
27.3          19  25.9 

33.5  5  34.7 

23.6  37  29.0 

Merck 

Kaneb  Services 
Dover 

Fort  Howard  Paper 
Fairchild  Industries 

25.8        86  25.1 
25.8        87  29.6 
25.8        88  28.0 
25.8        89  23.3 
25.7        90  35.7 

21.8        57  21.4 
14.2       272  15.1 
21  7        58  23.9 

22.4  50  18.5 

18.5  117  24.3 

OB 

vth 
jitai 
■ini 

liunberger 

erican  Home  Products 
leer 

m  Products 
idaid  Oil  Ohio 

32.6        26  36.3 
32.4        27  32.8 
32.4        28  37.3 
32.1         29  28.1 
31.9        30  58.1 

29.8  9  30.0 
32.4           7  32.9 

15.9  196  19.2 

31.3  8  27.2 

13.4  349  26.2 

E  F  Hutton  Group 
Keystone  Foods 
Ohio  Casualty 
Naico  Chemical 
Twentieth  Century-Fox 

25.7        91  38.7 
25.6        92  21.6 
25.6       93  20.8 
25.6        94  26.1 
25.6        94  20.7 

21.6        59  33.7 

14.8  242  14.0 
25.0        29  20.5 
24.6        34  25.3 

18.9  106  15.9 

Qce 
ecc>. 
has 

i 
1 

J 

elhard  Minerals 
land  Oil 
erior  Oil 

cner  Communications 
l-Mart  Stores 

31.8        31  48.8 
31.7        32  21.2 
31.7        33  19.7 
31.5        34  34.7 
31.0        35  29.1 

26.0         26  40.3 
16.0        193  12.7 
11.3        495  13.8 
19.9         92  25.0 
21.6         61  18.8 

Natomas 
Blue  Bell 

Pioneer  Hi-Bred  Intl 

PACCAR 

Parker  Drilling 

25.6        96  29.7 
25.5        97  19.0 
25.5        97  29.5 
25.3        99  20.2 
25.3       100  21.8 

16.8       164  20.1 
21.5        63  17.2 
22.7        47  24.4 

23.2  44  19.1 

14.3  266  13.8 

M>ns 

Chester  Gas 
V  Jones 
romedia 

30.9        36  24.6 
30.8        37  23.0 
30.7        38  36.3 
30.7        38  28.6 
30.7        40  39.0 

23.5         39  21.4 
10.8        537  10.0 
19.8          94  19.7 
27.8          17  25.3 
17.5        145  19.2 

Golden  West  Finl 
Gelco 

American  Intl  Group 
Colonial  Penn  Group 
Lockheed 

25.1       101  20.8 
25.1       102  32.9 
25.1       103  21.5 
25.0      104  17.7 
25.0      105  2.8 

20.8        76  16.5 
7.2       811  10.5 
23.1        45  20.3 
24.8        32  17.7 
8.5       737  5.0 

1 

:  Products 
s  "R"  Us 
eileman  Brewing 
h  Resources 

30.5        41  30.2 
30.4        42  21.3 
30.2        43  18.9 
30.2        44  33.7 
30.0        45  41.0 

29.7          11  29.2 
22.5          49  8.9 
15.0        233  16.2 

22.3  53  23.9 

19.4  100  25.2 

Northrop 
Cooper  Industries 
Fluor 

McDonald's 
Masco 

25.0      106  21.6 
24.9      107  19.9 
24.8       108  27.5 
24.7       109  22.3 
24.7       110  24.0 

21.2        66  19.4 
20.4        81  13.5 
20.9        74  18.5 
13.6       333  12.0 
15.9       197  12.9 

as  Oil  &  Gas 
ie  Stores 
)A  Industries 
age  Technology 
idental  Petroleum 

29.9        46  36.7 
29.4        47  23.2 
29.4        48  28.6 
29.0        49  26.7 
29.0        50  54.0 

15.4        212  16.4 
29.4          12  23.2 
17.3        155  16.5 
17.9        132  17.1 
14.0       293  25.0 

Edison  Bros  Stores 

Lucky  Stores 

Petrolane 

Dillon  Companies 

Niagara  Frontier  Services 

24.6      111  19.3 
24.5       112  22.2 
24.5      113  25.4 
24.4      114  18.4 
24.4      115  18.3 

20.4        80  16.3 
15.2      228  13.6 

17.0  159  17.3 
18.9      104  11,9 

18.1  129  11.9 

k  Oil  &  Refining 

nzoil 

ville 

y  Services 

!X 

28.8        51  44.5 
28.8        52  37.5 
28.7        53  25.0 
28.5        54  25.2 
28.4        55  18.7 

19.6         97  36.4 
12.9        400  19.2 
26.9         22  23.7 
28.5          16  25.3 
13.9        302  10.3 

Square  D 
Todd  Shipyards 
Centex 

Dayton-Hudson 
Sun  Chemical 

24.4      115  23.0 
24.4      117  21.0 
24  4      118  34.0 
24.3       119  17.1 
24.3       119  24.1 

19.7        95  17.6 
10.9       533  16.1 

10.5  566  10.3 

17.6  140  14.7 
14.9       239  13.2 

Agra 
ogg 

er  Valu  Stores 
PCO 

28.3        56  21.6 
28.2        57  27.2 
28.2        58  26.8 
28.1         59  36.5 
28.0        60  25.6 

16.0        191  14.2 
23.4         43  22.7 
18.6        113  18.1 

14.2  279  12.5 

14.3  267  13.3 

Schering-Plough 

Baldwin-United 

Mattel 

Lear  Siegler 

Bally  Manufacturing 

24.3      121  23.5 
24.2      122  26.3 
24.2      123  14,1 
24,2      124  22,4 
24,1       125  19.5 

23.5        38  21.9 
15.7       206  14.9 
17.7       138  10.8 
14.2       280  14.4 
17,4       148  10.6 

es  River  Corp  Va 

tag 

CO 

ig  Laboratories 
L-  &  North  Western 

27.9        61  21.5 
27.6        62  24.5 
27.4        63  35.6 
27.2        64  34.8 
27.1         65  45.9 

15.5        210  12.9 

26.7  23  23.3 

13.8  309  18.4 
17.7        139  19.3 

6.6        870  10.2 

American  Standard 
Kemper 

Leaseway  Transportation 
Intl  Flavors  &  Frag 
Gates  Learjet 

24.1       126  27.4 
24.1       127     20  2 
24.0      128  20.9 
23.9      129  22.9 
23.8      130  19.3 

16.7       168  20.0 
23.9        36  20.3 
10.6       555  9.7 
22.2        54  21.3 
20  1         84  16.4 

•For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years. 
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Return  on  equity 

Return  on  capital 

Return  on  equity 

Return  on  capit 

Company 

latest 
5-year  12 
average*  rank  months 

latest 
5-yeaT  12 
average*  rank  months 

Company 

latest 
5- year  12 
average*  rank  months 

lati 

S-year  12 
average*  rank  ma 

MGM  Grand  Hotels 
Loews 

Briggs  &  Sttatton 
Interpublic  Group 
Boeing 

23.8%    130  25.2% 
23.8      132  24.1 
23.8       133  22.0 
23.8       134  20.5 
23.7       135  31.3 

13,5% 
10.5%      562  11.8 

23.4  42  21.4 
22.7         48  16.7 

20.5  79  27.0 

Revco  D  S 
Farmers  Group 
Smith  International 
Circle  K 

American  Stores 

21.4%    196  20.2% 
21.3       197  19.1 
21.2      198  20.8 
21.2      199  30.1 
21  2      200  20.1 

1 7.6%    143  1 
20.3        82  1 
17.5       144  1 
14.0       292  1 
178  133 

Humana 

Albertson's 

Baker  International 

Natl  Convenience  Strs 

Philip  Morris 

23.7       136  33.6 
23.6       137  20.7 
23.6       138  24.2 
23.6       138  29.0 
23.6      140  24.7 

9.2       688  10.7 
13.8       305  12.1 
16,7        167  17,3 
14,0        290  11,4 
13.7       323  13.6 

Sundstrand 
Amsted  Industries 
Handy  &  Harman 
Ametek 
Upiohn 

21.2      200  23.4 
21.1      202  23.2 
21.1      202  31.4 
21.1      204  18.7 
21.1       205  22.4 

13.1       373  1 
20.6        77  2 
14.1      284  2 
16.5       175  1 
15,3      218  1 

Amer  Broadcasting 

Coca-Cola 

Geosource 

Halliburton 

Amdahl 

23.6       141  19.8 
23.6       141  21.6 
23.5       143  27.4 
23.4       144  20.4 
23.3       145  4.2 

18.3        123  16,5 
22.3          52  20.2 
19.8          93  21.2 
18.7        108  17.5 
27.1          21  4,4 

Dow  Chemical 
Hyster 

Bausch  &  Lomb 
Genuine  Parts 
Rite  Aid 

21  I       206     19  4 
21.1       206  16.3 
21.1       208  25.0 
21.1       208  20.6 
21.1       210  20.2 

13,0       385  1 
17.0       159  1 
16.6       170  2 
20.9        75  1 
18.5       119  1 

Avco 

Foster  Wheeler 
Hilton  Hotels 
Big  V  Supermarkets 
Data  General 

23.2       146  17.2 
23.1       147  23.3 
23.1       148  26.3 
23.1       149  21.5 
23.0      150  20.8 

7.9        775  6.7 
18.9        105  19.8 
16.3        183  20.5 

15.3  222  14.0 

21.4  64  19.2 

Cabot 

Amerada  Hess 
Emerson  Electric 
U  S  Home 

Iowa  Beef  Processors 

21.0      211  39.6 
21.0      212  29.0 
20.9      213  21.4 
20.9      214  25.3 
20.9      215  19.7 

13.8  309  2 
15.0      237  2 
19.3       101  1 

10.9  532  1 
16.0      195  1 

Memorex 
CBS 

General  Re 
Piedmont  Aviation 
Frontier  Airlines 

23.0       151  def 
23.0       152  17.5 
22.9       153  22.3 
22.8       154  18.7 
22.8       155  17.9 

12.8        401  def 
19.6         96    15  1 

22.0  55  21.8 
8.7        727  7,7 

15.1  232  10.4 

Times  Mirror 

Aetna  Life  &  Casualty 

Combustion  Engnmg 

Copeland 

Farm  House  Foods 

20.8      216  18.2 
20.8      217  17.9 
20.8      218  32.6 
20.8      218  22.5 
20.7      220  17.8 

18.2  128  1 
18.5       119  1 

12.3  431  1 
18.2       127  1 

9  7  639 

Hoover  Universal 

Raytheon 

St  Paul  Companies 

Diamond  Shamrock 

Belco  Petroleum 

22.8      155  11.8 
22.7       157  23.6 
22.5       158  15.8 
22.4       159  21.7 
22.4      160  22.5 

17.7        137  8.9 
21.6         59  27.4 
19.9          91  14.0 
13.0        385  12.3 
17.2        156  18.2 

Winn-Dixie  Stores 

Conoco 

Gannett 

Mead 

CBI  Industries 

20.7      221  18.3 
20.7      222  25.9 
20.6      223  20.9 
20.6      224  17.7 
20.6      225  19.3 

18.4       122  1 
14.4       263  1 
18.6       113  I 
12.3       432  1 
16.8       165  1 

Natl  Semiconductor 
CNA  Financial 
Ryder  System 
IBM 

Consol  Freightways 

22.4       160  29.1 
22.4       162  21.7 
22.4       162  17.5 
22.4       164  22.3 
22  4       165  13.2 

16.8        163  20.1 
11.5        482  12.8 
9.4        669  7.1 

21.5  62  20.4 

17.6  142     9  9 

IntI  Minerals  &  Chem 

Waste  Management 
Weis  Markets 
R  1  Reynolds  Inds 

20.6      226  18.8 
20.6      227  21.5 
20.6      227  23.8 
20.6      227  19.3 
20  5      230  216 

13.5  337  1 
17.4       154  1 
13.1       371  1 

20.6  78  1 
14.8       244  1 

Longs  Drug  Stores 
Miim  Mining  &  Mfg 
Roadway  Express 
Bristol-Myers 
Electronic  Data  Syst 

22.3       166  20.5 
22.3       166  22.7 
22.3       168  21.3 
22.2       169  22.4 
22.2      170  23.2 

22.3          51  20.4 
18.8        107  19.8 
21.1          68  20.0 
20.3         83  20.1 
20.1         86  20.7 

Republic  New  York 

Host  Intemarional 

NN 

TRW 

Marley 

20.5      231  31.0 
20.5      232  19.2 
20.5      233  22.0 
20.4      234  19.8 
20.4      235  15.6 

13.7  329  1 

13.0  381  1 

19.1  103  1 
13.4      352  1 

17.8  134  1 

US  Air 

Vulcan  Materials 
Hanover  Insurance 
Blount 

Crum  &  Forster 

22.2       170  29.5 
22.2       172  22.2 
22.1       173  20.9 
22.1       174  21.3 
22.1       174  22.7 

9.9        623  13.8 
15.2        224  16.0 
21.1          69  20.6 
13.0        378  9.8 
21.0         70  21.9 

American  Express 

f""  npcpnmii  (Tn«PnnH  'c 

General  Electric 
Scott  &  Fetzer 
Idle  Wild  Foods 

20.4      236  20.0 
70  3       237     72  7 
20.3      237  20.2 
20.3      239  14.3 
20.3      240  16.3 

16.6       173  1 
16.5       177  1 
18.1       130  1 
16.3       186  1 
16.3       181  1 

Revlon 

Abbott  Laboratories 

Crouse-Hinds 

PepsiCo 

Cameron  Iron  Works 

22.1       176  20.6 
22.0       177  22.5 
22.0      178  23.2 
21.9       179  22.1 
21.9       180  22.3 

17.4        153  19.0 
1  7  0         161     1 8  0 
18.7        110  21.0 

16.0  194  15.3 

14.1  288  16.1 

Northwest  Industries 

xiaiucc  3  Fuuu  i^ysicijua 

Consolidated  Papers 
Republic  Finl  Svcs 
Milton  Bradley 

20.3      240  16.5 
?n  7       242     7 1  I 
20.2      243  20.8 
20.2      243  16.5 
20.1      245  23.1 

12.4  427 
12.2      437  1 
17.6       141  1 
15.9       199  1 
15  7      203  2 

Capital  Cities  Commun 
E-Systems 

Auto  Data  Processing 
Combined  Internatnl 
Phillips  Petroleum 

21.9       181  22.8 
21.9       181  11.9 
21.8       183  20.3 
21.8       184  20.8 
21.7       185  25.8 

16.7        169  18.7 
19  3         102    10  ^ 
19.5          99  16.1 
21.3         65  20.5 
16.5        175  20.5 

Pay  Less  Drug  NW 

\walcrUlllat    1  idLiur 

Safeco 

McGraw-Hill 
Wyman-Gordon 

20.1       246  19.6 
Tfl  1        247      1 J  A 

J^Kj  .  I.                            '               1  *+  .  1.) 

20.0      248  16.6 
20.0      249  21.4 
20.0      250  P8 

14.8       243  1 
15.0       238  1 
15.8       202  1 
17.4       149  1 
15.7       203  1 

MCA 
Rollins 

Central  Louisiana  Engy 

Denny's 

Eli  Lilly 

21.7       186  17.8 
21.7       187  20.0 
21.7      188  29.4 
21.7      189  12.7 
21.6      190  21.3 

20.1          86  15.8 
17  5         147    17  2 
10.4        571  14.3 
12.9        396  7.3 
21.0         73  20.9 

W  W  Grainger 

Dresser  Industries 
A  C  Nielsen 
Flowers  Industries 

20.0      251  17,5 
1 9  S       252     1  ft  ft 
19,8      252  17.7 
19.8      252  18.8 
19.8      255  15.9 

19.5        98  1 
14.7       247  1 
15.7       205  1 
20.0        89  1 
12.4      429  1 

Tyler 

Oklahoma  Natural  Gas 
Tyson  Foods 
Dean  Foods 
Pacific  Resources 

21.6       191  16,1 
21.6       192  18,6 
21,6       193  2,6 
21,5       194  21.2 
21,5       195  26,6 

15.4        213  10.8 
11.6        476  10.4 
14.3        267  3.4 
15.6        207  15.6 
11.1        515  14.0 

Harris  Corp 
Pitney  Bowes 
Dexter 

Malone  &  Hyde 
.Modem  Merchandising 

19.8      256  19.7 
19.7      257  19.7 
19.7      258  18.8 
19.7      259  18.8 
19.7      260  6.6 

15  1       230  L 

13.8  315  1 

14.9  240  L 
17.0       158  1 
13.9  297 

'For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years 
"Not  available;  not  ranked,    def:  deficit 
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rho's  where  in  profitability 


Return  on  equity 


Return  on  capital 


Return  on  equity 


Return  on  capital 


tapany 


latest 
5-year  12 
average*  rank  months 


latest 
5-yeai  12 
average*  rank  months 


Company 


latest 
5-year  12 
average*  rank  months 


latest 
5-year  12 
average*  rank  months 


^ort  Minerals 
leral  Cinema 
Dson  Controls 
Prods  &  Chems 
Company 


19.7% 

19.6 

19.6 

19.6 

19.5 


261 
262 
263 
264 
265 


35.5'!'< 

17.3 

10.9 

20.3 

25.2 


15.4% 

12.8 

16.2 

11.6 

13.6 


217 
401 
188 
474 
335 


24.4% 
11.2 
8.9 
11.4 
18.1 


Echlin  Manufacturing 
Hershey  Foods 
Panhandle  Eastern 
Bangor  Punta 
Bucyrus-Erie 


18.2%  325 

18.2  325 

18.2  328 

18.2  329 

18.2  329 


6.2% 
17.5 
19.3 
19.3 
13.9 


13.7% 
15.3 
9.2 
10.5 
14.2 


329 
220 

687 
567 
277 


6.0% 
12.2 

9.8 
10.9 
11.4 


n  Homes 
dnnati  Miiacion 
cter  &  Gamble 
ilinckrodt 
nor 


as  Instruments 
tronLx 

ermarkets  General 
(amette  Inds 
rox 


19.5 
19.4 
19.4 
19.4 
19.4 


266 
267 
268 
269 
269 


15.9 
31.2 
19.1 
16.4 
22.7 


17.4 
13.3 
15.0 
14.2 
14.6 


149 
361 

235 
273 
255 


13.9 
21.3 
14.8 
13.0 
16.1 


NCR 

Owens-Coming  Fbrgls 
Illinois  Tool  Works 
Ark  Louisiana  Gas 
Moore  Corp 


18.2 
18.2 
18.2 
18.2 
18.2 


329 
332 
333 
334 
334 


15.6 
8.3 
17.9 
22.3 
18.5 


13.8 
13.8 
17.8 
9.7 
14.3 


313 
316 
136 
644 
269 


19.4 
19.3 
19.3 
19.3 
19.3 


269 
272 
273 
273 
275 


21.4 
18.8 
19.0 
17.3 
15.4 


18.6 
16.9 
9.9 
13.7 
15.2 


116 

162 
615 
328 
226 


21.1 
15.4 
10.3 
13.2 
13.1 


Texas  Commerce  Bshs 
Transway  Intl 
Cone  Mills 
Kin£s  Dept  Stores 
Campbell  Taggart 


18.2 
18.2 
18.1 
18.1 


336 
336 
338 
339 
340 


19.7 
11.5 
18.3 
9.0 
17.8 


16.6 
14.6 
15.9 
13.8 
13.6 


170 
257 
200 
313 
334 


13.6 
6.7 
17.4 
10.4 
14.9 


18.1 
9.7 

16.8 
6.5 

13.2 


ris  Industries 
eral-Mogul 
tman  Kodak 

&  Western  Inds 
ison  &  lohnson 


19.3 
19.3 
19.3 
19,3 
19.3 


275 
277 
278 
278 
280 


9.5 
16,5 
21.2 
19.4 
19.5 


17.4 
14.8 
18.2 
9.2 
18,7 


152 
244 
126 
686 
108 


9,1 
13.8 
20.1 

9.5 
18.7 


Whirlpool 

Witco  Chemical 

Hughes  Tool 

Archer  Daniels  Midland 

Georgia-Pacific 


18,1 
18,1 
18.0 
18,0 
18.0 


341 
342 
343 
344 
345 


13,9 
17,0 
20,7 
19,8 
12,7 


15,6 
12,0 
15.3 
14,1 
10.9 


208 
455 
221 
287 
531 


12.7 
11.0 
15.2 
14.9 
7.5 


.  Eckerd 
rNorth 
berly-Clark 
isco 


19.2 
19.1 
19.1 
19.1 
19.1 


281 
282 
283 
283 
285 


19.3 
21.2 
14.2 
20.3 
10.5 


18.7 
10.4 
14.4 
13.0 
14.7 


111 

573 
261 
380 
246 


18.5 
12.1 
12.1 
14.1 

8.7 


Trans  Union 
Raymond  Intl 
Fuqua  Industries 
Ideal  Basic  Inds 
Digital  Equipment 


18.0 
18.0 
18.0 
17.9 
17.9 


345 
347 
348 
349 
350 


20.7 
4.3 
23.1 
19.9 
17.5 


6.9 
13.7 
10.7 
12.4 
15.9 


845 
326 
546 
428 
197 


6.6 
4.2 
12.5 
11.3 
14.9 


intic  Richfield 
on  Camp 
I  International 
ow  Freight  System 
ibb 


19.1 
19.0 
19.0 
19.0 
19.0 


286 
287 
288 
289 
290 


26.0 
18.1 
19.1 
9.0 
19.1 


12.6 

13.5 
15.4 
13.6 
17.4 


416 
338 
213 
332 
149 


16.0 
13.0 
15.6 
5.9 
18.0 


BankAmerica 

Exxon 

Ogden 

Carpenter  Technology 
Mobil 


17.9 
17.9 
17.9 
17.9 
17.9 


351 
351 
353 
354 
354 


18.5 
25.3 
16.5 
17.3 
26.5 


13.8 
13.8 
8.8 
16.4 
13,2 


311 
321 
714 
180 
366 


14,7 
18,6 
8,8 
16,1 
18.8 


se  Shoe 

thwestem  Pub  Svc 

athon  Oil 

k's 

cantile  Texas 


19.0 
18.9 
18.9 
18.9 
18.9 


291 
292 
293 
294 
294 


16.0 
15.7 
22.4 
20.0 
18.8 


16.8 
8.0 
12.6 
14.5 
14.4 


166 
766 
416 
259 
262 


11.7 
7.0 
13.6 
11.6 
14.0 


Universal  Foods 
Wheelabrator-Frye 
Standard  Oil  Calif 
United  Telecom 
Universal  Leaf 


17.8 
17,8 
17,8 
17,8 
17.8 


356 
357 
358 
359 
360 


12.7 
19.5 
24.9 
15.9 
18.8 


14.1 
13.6 
14.4 
7.5 
16.0 


284 
335 
265 
792 
192 


10.5 
13.8 
19.9 
6.7 
15.7 


'e's  Companies 
(tin  Industries 
t  les  Group 
|:  as  Products 
I  lum  Companies 


18.9 
18.9 
18.9 
18.9 
18.8 


296 
297 
298 
298 
300 


12.4 
5.9 
19.5 
15.1 

22.7 


14.6 
12.3 
15.0 
11,9 
10.6 


257 
435 
234 
461 

555 


10.4 
5.5 
15.2 
10.4 
13.0 


Southern  Union 
Parker-Hannifin 
Pfizer 

General  Foods 
RCA 


17.8 
17.8 
17.7 
17.7 
17.7 


361 
362 
363 
364 
365 


22.7 
17,0 
17,6 
15,9 
15.3 


9,7 
13.7 
13.3 
14.2 
11.7 


639 
325 
353 
277 
469 


12.6 

13.8 
13.6 
13.2 
11.0 


1 


ifax 

)X 

pital  Corp  of  Am 
:a  Fe  Intl 
iiklin  Mint 


18.8 
18.8 
18.7 
18.7 
18.7 


300 
302 
303 
304 
305 


16.8 
18.7 
18.0 
16.6 
18.3 


16.1 
15.4 
8.9 
10.7 
15.2 


189 
215 
705 
547 
228 


13.4 
16.1 
9.7 
9.8 
14.7 


Ethyl 

Pay'n  Save 
Weyerhaeuser 
Fleming  Companies 
Earle  M  Jorgensen 


17.7 
17.7 
17.7 
17.7 
17.7 


366 
367 
368 
369 
369 


14.2 
15.1 
14.3 
18.2 
16.9 


11.0 
13.8 
12.3 
12.7 
14.9 


522 
306 
433 
411 
241 


10.1 
10.8 
10.5 
12.5 
14.6 


/lett-Packard 
;rican  Brands 
erican  General 
tffer  Chemical 
umseh  Products 


18.7 
18.7 
18.7 
18.6 
18.5 


306 
307 
308 
309 
310 


21.4 
26.2 
16.3 
15.2 
14.9 


18.1 
13.2 
14.6 
13.0 
18.5 


131 

363 
253 
375 
117 


20.6 
17.6 
14.7 
11.4 
15.0 


Meredith 

U  S  Bancorp 

Carnation 

Emhart 

First  Intl  Bshs 


17.7 
17.7 
17.6 
17.6 
17.6 


369 
369 
373 
374 
375 


19.1 
17.3 
17.6 
13.9 
18.6 


12.1 
13.9 
14.2 
16.3 
142 


448 

294 
273 
182 
280 


12.4 
13.0 
14.4 
12.0 
13.9 


ikol 
art 

ted  Technologies 
'ident  Life  &  Acc 
idard  Oil  Indiana 


18.5 
18.5 
18.5 
18.5 
18.4 


311 
312 
312 
314 
315 


18.2 
12.3 
16.7 
16.2 
22.8 


13.8 
14.2 
12.9 
18.5 
13  6 


319 
275 
393 
121 
331 


12.9 
8.7 
11.6 

16.2 
15.9 


United  States  Shoe 
Shell  Oil 

Transco  Companies 
Murphy  Oil 
Gillette 


17.6 
17.6 
17.6 
17.5 
17.5 


375 
377 
377 
379 
380 


18.3 
20.9 
20.6 
26.8 
19.0 


13.5 
13.0 
7.1 
10.3 
13.1 


340 
383 
818 
582 

372 


14.5 
13.0 
7.8 
15.7 
14.2 


in  Aluminium 
Natural  Resources 
lonal  Svc  Inds 
rhree  Industries 


18.4 
18.4 
18.4 
18.4 
18.4 


316 
316 
318 
319 
319 


26.4 
18.4 
21.1 
19.8 
9.2 


12.3 
10.3 
15.8 
14.6 
7.9 


433 
589 
201 
249 
771 


17.2 
11.7 
18.6 
15.1 
6.1 


Harsco 

Tesoro  Petroleum 
Scovill 

Economics  Laboratory 
Texas  Eastern 


17.5 
17.5 
17.5 
17.5 
17.5 


380 
380 
383 
384 
384 


14.7 
64.4 
12.8 
16.9 
21.0 


14.2 
10.6 
12.0 
13.5 
8.9 


271 
554 
449 
338 
711 


12.6 
31.1 
8.9 
12.2 
10.7 


lace-Murray 
eral  Mills 
isamerica 
tice-Bums 
Industries 


18.4 
18.3 
18.3 
18.3 
18.2 


321 
322 
323 
324 
325 


16.5 
17.9 
18.0 
14.4 
17.5 


13.3 
13.7 
11.2 
11.1 
11.6 


362 
323 
511 
513 
473 


12.2 
13.6 
9.8 
7.1 
11.5 


White  Consolidated 
Union  Oil  California 
Time  Inc 

Natl  Medical  Entrprs 
Northwest  Energy 


17.4 
17.4 
!7.4 
17.4 
17.4 


386 
387 
388 
389 
390 


12.7 
21.0 
14.0 
21.8 
19.4 


10.3 
12.0 
13.5 
8.2 
8.7 


584 
455 
340 
755 
724 


8.9 
14.3 
10.4 
11.5 
10.2 


'For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years. 
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Who's  where  in  profitability 


Return  on  equity 

Return  on  capital 

Return  on  equity 

Return  on  capita 

Company 

latest 
5-year  12 
average*  rank  months 

latest 
5-year  12 
average*  rank  months 

Company 

latest 
5-year  12 
average*  rank  months 

latel 

5-year  12 
average*  rank  moi 

Nashua 

Central  Tel  &  Utils 
DEKALB  AgResearch 
Rexnord 

Sonoco  Products 

17.47o    391  14.9% 
17.3       392  17.5 
17.3       392  16.3 
17.3       392  13.6 
17.3       392  18.0 

12.9%    393  11.77o 
7.5       799  7.6 
13.4       346  12.5 
13.9       302  10.6 
14.6       255  14.6 

Hannaford  Bros 
Mid  land- Ross 
Walgreen 

United  States  Gypsum 
Business  Men's  Assur 

16.1%    456  16.3% 
16.1      457     17  8 
16.1       457     19  5 
16.1       459  15.2 
16.1       460     16  1 

10.6%.  557  t 
12.1       444  13 
11.4       493  14 
11  9       461  11 
13  4       346  1« 

Turner  Construction 
Chromalloy  American 
Moore  McCormack  Res 
Martin  Marietta 
Stanadyne 

17.3      396  22.6 
17.3       397  13.8 
17.3       397  18.0 
17.3       399  18.7 
17.3       399  12.0 

17.2       157  22.3 
9.7      635  9.1 
9.2       691  9.2 
12.9      396  15.2 
15.2      227  lO.l 

Republic  Natl  Life 
National  City 
Imperial  Corp  of  Am 
Sterling  Drug 
ENSERCH 

16.1       461  15.2 
16.1       462  14.5 
16.1       463  10.5 
16.0      464  16.4 
16.0      465  21.5 

16.1       190  li 
16.5       178  U 
13.8       321  8 
14.7       247  14 
9.0       702  11 

Louisiana-Pacific 

Cessna  Aircraft 

Wm  Wrigley  Jr 

Tenneco 

GK  Technologies 

17.2       401  10.9 
17.2       402  10.3 
17.1       403  12.7 
17.1       404  18.8 
17.1       405  24.8 

11.2       509  7.7 
13.8       316  9.2 
16.4       179  12.2 
9.7       644  10.6 
10.4       578  14.4 

Norton 
E  I  du  Pont 
Dennison  Mfg 
General  Signal 
Nash  Finch 

16.0      465  18.4 
16.0      467  13.8 
16.0      468  14.1 
16.0      468  16.5 
16.0      468  12.7 

13.2       369  U 
12.2       437  IC 
13.5       342  i: 
14.4       260      1  ■ 
13.4       348  1( 

Baxter  Travenol  Labs 
Whittakcr 

Sysco 

United  Refining 
Beatrice  Foods 

17.0       406  16.6 
17.0       406  23.3 
17.0      408  18.4 
16.9       409  14.5 
16.9       410  15.2 

13.0       379  12.9 
12.0       457  19.1 
12.8       407  14.0 

11.8  467  10.6 

13.9  297  11.8 

McDermott 
Morrison-Knudsen 
Standard  Brands 
Citicorp 

Continental  Illinois 

16.0      471  6.9 
15.9      472  17.9 
15.9      473  16.8 
15.9      474  15.5 
15.9      474  16.4 

12.6      418  e 

11.8  466  Ic 

10.9  526  U 
10.4       572  S 
13.3       353  i; 

North  American  Coal 

Deere 

Getty  Oil 

Connecticut  General 
Foremost-McKesson 

16.9       411  17.2 
16.9       412  11.2 
16.9       413  24.7 
16.9       414  15.9 
16.8       415  15.2 

6.8       855  5.9 
13.3       359  9.3 
13.9      296  20.0 
16.3       185  15.6 

9.6      650  9.9 

Bendix 
Dayco 
Perm  Traffic 
Southland 
Ferro 

15.9      476  17.0 
15.8      477  8.0 
15.8      477  14.7 
15.8      479  14.2 
15.8      480  14.5 

13  0       385  15 
8.0       768  i 

12.9       396  11 
99       619  J 

13.8       306  i: 

Ralston  Purina 

Crane 

Insilco 

Knight-Ridder  News 
Brown-Forman  Dist 

16.8       416  15.7 
16.8       417  12.1 
16.8       417  16.8 
16.8       417  16.2 
16.8       420  23.9 

11.9      461  11.6 
9.9       615  7.9 
10.0       606  9.5 
15.4       216  15.0 
13.0       377  17.1 

Fieldcrest  Mills 

City  Investing 
Gordon  Jewelry 
NICOR 

15.8      481  11.9 
15.8      481  17.3 
15.7      483  16.1 
15  7      483  14.8 
15.7      485  15.9 

11.2       509  i 
14.0       291  U 

8.5       738  i 
13.2       365  13 

8.3       752  j 

Zum  Industries 
Seaway  Food  Town 
Longview  Fibre 
Perkin-Elmer 
VF 

16.8       421  16.7 
16.7       422  17.7 
16.7       423  9.3 
16.7       424  20.7 
16.7       425  19.3 

11.9       459  12.6 
11.0       523  10.2 
15.3       222  8.8 
15.5       211  17.4 
14.3       270  16.5 

New  York  Times 
Rockwell  Intl 
Sea  first 

George  A  Hormel 
McCormick 

15  7      486  19.0 
15.7      486  18.6 
15.7      486     15  4 
15.7      489  19.4 
15  7      490  15.1 

13.8  319  U 
11.3       496  1' 
14.6       249  1, 

13.9  300  1 
12.1       439  1 

General  Motors 
Republic  of  Texas 
Delta  Air  Lines 
Valley  Natl  Bk  Ariz 
Harvey  Hubbell 

16.7       426  def 
16.7       426  16.3 
16.7       428  12.1 
16.7       428  18.8 
16.7       430  17.6 

15.1       231  def 
13.9       300  13.1 
9.1       695  7.5 
15.0       235  19.1 
16.3       183  16.6 

Gould 

Crocker  National 

Koppers 

Potlatch 

15.7      491  11.0 
1  5  7       492      1 4  1 
15.6      493  15.2 
15.6      494  10.9 
15.6      495  9.2 

12.0  453 

13.1  374  1 

11.1  516  1 
11.8       468  I 

11.2  505  1 

Alcoa 
Pillsbury 

Crown  Cork  &  Seal 
Eaton 

Marsh  Supermarkets 

16.6       431  20.2 
16.6       431  17.1 
16.6       433  15.3 
16.6       433  14.0 
16.6       435  15.8 

11.0  520  14.3 
11.6       476  10.5 

14.1  286  13.5 
10.8       537  9.4 
10.4       580  8.5 

Consolidated  Foods 
H  T  Hein7 

Suburban  Propane  Gas 
American  Petrofina 
Anheuser-Busch  Cos 

1S.6      496  16.7 
15.6      497  17.1 
15.6      497     18  1 
15.6      499  23.9 
15.6      500  18.1 

12.4       430  1 
12.0      454  III 
9.6       661  1 
11.4       494  li 
10.0       608  1 

Texas  Gas  Transmn 
Wetterau 
A  H  Robins 
Federal  Co 
Michigan  National 

16.6       435  18.2 
16.6      435  16.1 
16.5       438  18.4 
16.5       439  7.6 
16.5       440  13.1 

9.1       697  10.3 
12.8       404  12.3 
14.6       251  17.1 
14.6       251  7.1 
13.2       366  10.7 

Jim  Walter 
Stanley  ^^orks 
Empire 

General  Dynamics 
Texasgulf 

15.6      500  11.3 
15.5      502  14.0 
15.5      503  15.9 
15.5      504  22.9 
15.4      505  36.4 

9.9  612 
12.5       423  i: 

9.7       631  1( 
12.4      424  r 

9.5       662  2(| 

Butler  Manufacturing 
Eagle*Picher  Inds 
Travelers 

Genera!  Instrument 
USLIFE 

16,5       441  12.7 
16.5       441  12.6 
16.5       441  16.2 
16.5       444  20.9 
16.5       444  14.5 

13.8       316  10.7 
1 7  9       395     10  3 
15.6       209  15.6 
12.6       415  17.4 
13.4       344  11.2 

Gerber  Products 
INA 

Minnesota  Gas 
Stone  Container 
Giant  Food 

15.4      506     14  9 
15.4       506     17  8 
15.4      508  13.8 
15.4      509  21.7 
15.4      510  12.6 

13.8  311  i: 

13.9  302  1' 
9.4       672  i 
9.8       625  i: 

10  1       601  ij 

McDonough 
R  H  Macy 

Kaiser  Alum  &  Chem 
Quaker  Oats 
Fred  Meyer 

16.4      446  11.4 
16.4      447  19.2 
16.4       448  22.7 
16.4       449  16.4 
16.4      450  12.3 

14.1       282  10.5 
11.1       516  13.2 
9.5       663  13.3 
11.6       479  12.3 
10.8       542  7.9 

Coming  Glass  Works 

Champion  Intl 
A  E  Staley  Mfg 
Clark  Equipment 

15.4      511  13.5 
15^       512  149 
15.3      512  11.3 
15.3      512  25.7 
15.3      515  10.0 

12.9       391  1 
13.9       294  l: 
9.0"  698 
11  2       501  1. 
11.7       471  1 

Textron 

Black  &  Decker 
Amer  Medical  Inil 
First  City  Bancorp 
Heublein 

16.4       451  14.4 
16.3       452  17.5 
16.2       453  20.9 
16.2       454  17.9 
16.2       454  16.8 

13.3  359  12.0 

13.4  350  15.0 
9.0       701  11.6 

14.6  253  16.0 

11.7  472  12.0 

Merrill  Lynch 
Northwest  Bancorp 
Security  Pacific 
Liquid  Air  of  No  Amer 
J  P  Morgan 

15.3      515  23.0 
15.3      517  15.7 
15.3      517  16.6 
15.3      519  13.8 
15.3      520  16.1 

15.3       219  2. 
12.1       447  1 
12.9       390  1 
11.5       485  11 
13.0       385  1. 

•For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years 
def;  deficit. 
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FORBES,  IA^^JARY : 


^o's  where  in  profitability 


Return  on  equity 


Return  on  capital 


Return  on  equity 


Return  on  capital 


npany 


latest 
5-year  12 
average*  rank  months 


latest 
5-year  12 
average*  rank  months 


Company 


latest 
5-year  12 
average*  rank  months 


latest 
5-year  12 
average*  rank  months 


pies  Energy 
'itinental  Corp 
tt  Hospital  Supply 
lone  Industries 
haul 


15.2% 

15.2 

15.2 

15.1 

15.1 


521 
522 
523 
524 
525 


13.5% 

13.1 

16.5 

5.3 

7.5 


8.1% 
14.2 
12.9 

8.3 

9.7 


763 
275 
396 
753 
639 


8.0% 
13.1 
13.7 

4.6 

6.0 


ACF  Industries 
Ampex 

Browning-Ferris  Inds 
Manufacturers  Hanover 
Brown  Group 


14.4% 

14.4 

14.4 

14.4 

14.4 


586 
587 
587 
587 
590 


16.6% 

16.4 

17.4 

14.3 

16.0 


7.9% 

8.8 

9.2 
11.2 
11.5 


777 
713 
685 
505 
487 


8.7% 
12.1 
11.0 
11.1 
12.7 


ne  Minerals 

lie  Service  Indiana 

ibb 

Item  Bancorp 
court  Brace  )ovan 


15.1 
15.1 
15.1 
15.1 
15.1 


525 
527 
528 
529 
530 


16.7 
13.9 
13.1 
16.0 
17.9 


12.0 

7.4 
11.5 
12.1 
11.6 


452 
800 
482 
440 
476 


11.8 
7.0 
10.1 
12.6 
12.2 


Norton  Simon 

Timken 

Ruddick 

Mercantile  Bancorp 
Fisher  Scientific 


14.3 
14.3 
14.3 
14.3 
14.3 


591 
591 
593 
594 
595 


12.7 
14.2 
15.5 
16.3 
16.2 


9.7 
13.4 

9.9 
11.2 
10.9 


635 
350 
617 
511 
530 


8.4 
13  2 

9.7 
12.5 
12.1 


Jfrey 

ionan  Instruments 
tnational  Paper 
Northern  Nekoosa 
!X  Industries 


15.1 
15.0 
15.0 
15.0 
15.0 


531 
532 
533 
534 
534 


13.9 
14.9 
9.8 
16.1 

14.5 


10.1 
12.5 
10.1 
10.6 
11.3 


599 
421 
597 
553 
500 


9.5 
12.3 

7.7 
11.1 
11.3 


Hartfield-Zodys 
PPG  Industries 
Firit  Boston 
Ingersoll-Rand 
Mercantile  Stores 


14.3 
14.3 
14.2 
14.2 
14.2 


596 
596 
598 
598 
600 


9.1 
14.7 
27.5 
14.0 
11.5 


7.2 
10.7 
14.1 
11.0 
11,5 


814 
552 
283 
524 
486 


6.0 
11.0 
'24.6 
10.8 

9.1 


lier  Bancorp 

Manufacturing 

art 

1  Crown  Cos 
it  Food  Services 


15.0 
15.0 
15.0 
15.0 
15.0 


534 
537 
538 
538 
540 


13.9 
15.1 
14.9 
12.5 
12.4 


13.2 
13.0 
11.9 
13.0 
9.6 


370 
389 
459 
375 
653 


12.9 
12.7 
12.2 
9.3 
8.4 


Peabody  Intl 
Union  Carbide 
Oscar  Mayer 
Warner-Lambert 
Kerr-McGee 


14.2 
14.2 
14.2 
14.2 
14.2 


600 
600 
603 
604 
605 


13.1 
16.2 
10,0 
12.0 
14.6 


11.7 
10.0 
11.9 
11.0 
10.8 


470 
603 
458 
521 
537 


11.1 
10.9 
8.9 
8.7 
10.2 


Corp 

Donnelley  &  Sons 
;el  Textile 
tvaco 

al  Companies 


14.9 
14.9 
14.9 
14.9 
14.9 


541 
541 
541 
544 
545 


15.6 
15.1 
15.2 
15.5 
13.9 


10.6 
13.4 
10.8 
10.0 
10.7 


558 
345 
534 
604 
549 


9.8 
13.3 
11.0 
10.3 
10.3 


H  K  Porter 
NVF 

Quaker  State  Oil 
Stewart-Warner 
Central  &  South  West 


14.2 
14.1 
14.1 
14,1 

14.1 


605 
607 
607 
609 
610 


12.4 
7.9 
11.5 
11.6 
13.9 


10.8 
11.5 

9.6 
13.9 

7.1 


540 
488 
653 
299 
821 


9.2 
3.5 
8.0 
11.4 
6.9 


imins  Engine 
Bank  System 
dott 
imo 

[s  Fargo 


14.9 
14.9 
14.9 
14.9 
14.8 


546 
546 
546 
549 
550 


def 
15.3 
19.2 
15.9 
13.8 


10.2 
12.1 
8.3 
11.2 
11.2 


592 
443 
750 
502 
502 


0.1 
12.3 
9.8 
9.0 
10.1 


Tampa  Electric 
McGraw-Edison 
Western  Air  Lines 
Ex-Cell-O 
Pittsburgh  National 


14.1 
14.1 
14.0 
14.0 
14.0 


611 
612 
613 
614 
615 


15.4 
10.3 
def 
13.7 
15.3 


6.4 
12.7 

6.5 
12.8 
13.2 


882 
410 
878 
405 
368 


6.9 
5.5 
def 
11.7 
13.2 


shire  Hathaway 

linger 

loro 

rco 

onite 


14.8 
14.8 
14.8 
14.8 
14.8 


551 
552 
552 
552 
552 


10.9 
15.4 
10.5 
14.5 

11.5 


12.0 
12.6 
13.3 
13.3 

12.8 


449 
413 
353 
356 
401 


10.1 
12.7 
9.9 
12.0 
10.0 


Jefferson-Pilot 

AMAX 

Cities  Service 

Colgate-Palmolive 

Pennwalt 


14.0 
14.0 
14.0 
13.9 
13.9 


616 
617 
617 
619 
620 


13.3 
23.4 
21.4 
9.7 
12.0 


13.8 
10.3 
10.0 
12.2 
9.8 


306 
583 
609 
436 
626 


13.2 
17.2 
14.3 
8.1 
8.5 


fry 

lardson-Merrell 
Ahmanson 
sehold  Finance 


14.8 
14.8 
14.7 
14.7 
14.7 


556 
557 
558 
558 
558 


15.1 
16.2 
7.8 
12.3 
16.5 


10.8 
13.2 
12.7 
7.0 

9.5 


535 
363 
409 
828 
666 


11.1 
15.0 
6.4 
6.0 
9.9 


Texaco 

Westinghouse  Electric 
Continental  Tel 
Amer  Natl  Resources 
Safeway  Stores 


13.9 
13.9 
13.9 
13.8 
13.8 


621 
622 
623 
624 
624 


21.5 
17.8 
14.0 
11.6 
11.3 


10.4 
11.5 
6.6 
7.2 
9.4 


575 
488 
869 
812 
670 


15.4 
15.2 
6.5 
5.6 
7.5 


1  e  Webber 
:hem 

Tipion  Spark  Plug 
rated  Dept  Stores 
j  United 


14.7 
14.7 
14.7 
14.7 
14.7 


558 
558 
563 
564 
565 


5.9 
18.7 
10.9 
15.9 
16.4 


11.2 
13.7 
13.5 
12.9 
12.5 


508 
326 
343 
391 
420 


5.1 
17.2 
10.1 
13.2 
13.6 


Peoples  Drug  Stores 
New  England  G  &  E 
Wachovia 
NCNB 

Walter  £  Heller  Intl 


13.8 
13,8 
13.7 
13.7 
13.7 


626 
627 
628 
629 
630 


17.0 
14.7 
13.7 
15.8 
14.0 


11.3 

6.9 
12.7 
9.6 
7.3 


498 
841 
408 
648 
808 


13.6 
7.0 
13.0 
11.2 
7.3 


1:  Star  Industries 
h  Amer  Philips 
loard  Allied  Milling 
i/estem  Financial 
I  mont  Mining 


14.6 
14.6 
14.6 
14.6 
14.6 


566 
566 
568 
569 
569 


16.1 

12.7 
10.6 
7.9 
30.1 


9.7 
10.1 
10.3 
13.3 
10.5 


644 

598 
587 
358 
567 


10.9 
9.1 
7.9 
6.3 

21.4 


Gulf  Oil 

National  Gypsum 
Garfinckel  Brooks  Bros 
H  H  Robertson 
Borg-Wamer 


13.6 
13.6 
13.6 
13.6 
13.6 


631 
632 
633 
633 
635 


16.9 
12.8 
12.7 
17.7 
11.9 


11.4 
10.5 
9.8 
10.7 
12.1 


491 
563 
629 
548 
442 


13.8 
9.9 
9.5 
13.3 
11.1 


Dughs 
/land  Cup 
rican  Greetings 

mapolis  Pwr  &  Lt 


14.5 
14.5 
14.5 
14.5 
14.5 


571 
571 
573 
574 
575 


13.3 
15.0 
13.8 
def 
16.1 


12.8 
10.1 
10.9 
11.6 
6.9 


406 
600 
526 
479 
836 


12.0 
10.6 
10.0 
def 

7.7 


May  Dept  Stores 
Waidbaum 
Wisconsin  Public  Svc 
Gibraltar  Financial 
W  R  Grace 


13.6 
13,6 
13,6 
13,6 
13.6 


636 
636 
636 
639 
639 


13.6 
13.1 
13.2 
def 

17.5 


9.2 
9.8 
7.2 
14.0 

9.9 


688 
627 
817 
289 
620 


8.5 
6.7 
0.0 
12.2 


CO 

>ton  Industries 
tz  Furniture 
es  Brothers 
an,  Dickinson 


14.5 
14.5 
14.5 
14.5 
14.5 


575 

577 
577 
577 
580 


12.9 
13.9 
12.7 
13.8 
14.4 


9.1 

7.7 
9.7 
12.1 
12,1 


696 
787 
637 
440 
444 


8.5 
7.1 
8.6 
11.7 
12.2 


Hercules 

Fischbach 

Allen  Group 

Alleghany 

First  Charter  FinI 


13.6 
13.6 
13.5 
13.5 
13.5 


639 
642 
643 
644 
644 


11,2 
12.3 
12.5 
15.7 
5.9 


10.3 
10.5 
9,4 
12.6 
12.4 


584 
564 
675 
419 
425 


9.0 
1 0.0 

8,8 
10,6 
4,8 


I  Witter  Reynolds 
r  Hoist  &  Derrick 

;> 

!ral  Tel  &  Elec 


14.5 
14.4 
14.4 
14.4 
14.4 


580 
582 
583 
583 
585 


15.1 
22.5 
13.4 
4.3 

9.9 


10.2 
14.4 
9.9 
10.0 

7.0 


596 
263 
612 
610 
832 


10.2 
19.5 
9.6 
4.4 
5.3 


Capital  Holding 
Arizona  Public  Service 
Gifford-Hill 
FMC 

Manufacturers  National 


13.5 
13.5 
13.5 
13.5 
13.5 


646 
647 
648 
649 
649 


13.7 
12.7 
9.7 
12.6 
12.3 


13.3 
7.5 
9.6 
9.7 

11.4 


356 
790 
653 
639 
490 


13.7 
7.3 
4.1 
9.3 

10.7 


•For  .some  companies  (a.s  noted  in  individual  Yard,sticlts  tables)  the  average  return  is  for  less  than  five  years, 
def:  deficit 
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Who's  where  in  profitability 


I 


Return  on  equity 

Return  on  capital 

Return  on  equity 

Return  on  capit. 

Company 

latest 
5- year  12 
average*  rank  months 

latest 
5- year  12 
average*  rank  months 

Company 

latest 
5-year  12 
average*  rank  months 

late 

5-year  12 
average*  rank  moi 

G  D  Searle 

Coppcrweld 

Bird  &  Son 

Long  Island  Lighting 

Dorsey 

13.57o    651  19.0% 
13.4       652  10.8 
13.4       653  0.5 
13.4       653  12.9 
13.4       655  12.7 

10.0%    606  13.3% 
10.6       559  8.4 
12.4       426  0.4 
7,5       790  7.8 
9.2       693  7.9 

Carson  Pine  Scott 
Florida  Power 
Florida  Power  &  Lt 
No  States  Power 
Wisconsin  Pwr  &  Lt 

12.670    716  9.9"^ 
12.6      717  10.7 
12.6      717  12.8 
12.6      717  10.9 
12.6      720  13.1 

8.,?%    751  ( 

6.1  907 

6.3       891  ( 

6.3  897 

68       856  ( 

Avery  International 

Honeywell 

Pittston 

Irving  Bank 

DeSoto 

13.4       656  14.0 
13.4       656  13.2 
13.4       656  11.9 
13.3       659  16.6 
13.3       660  13.5 

9.9       621  10.0 
10.1       602  10.0 
11.3       496  9.6 
10.3       584  12.5 
10.8       542  10.9 

Certain-teed 

Natl  Detroit 

Norfolk  &  Western  Ry 

Peavey 

Thrifty  Corp 

12.6      721  0.2 
12.6      721  11.8 
12.6      721  15,1 
12.6      721  16,1 
12,6      721  14,8 

9.6  649 
11.1       513  11 
7.4  802 
9.8       629  1 
9.2  690 

A-T-O 

Consol  Natural  Gas 
Dravo 

Central  Steel  &  Wire 
Union  Pacific 

13.3       661  15.7 
13.3       661  11.7 
13.3       661  10.5 
13.3       664  8.3 
13.3      665  15.6 

7.8  781  8.4 

7.9  774  7.1 
10.8       541  8.5 
13.0       383  8,0 

8,9       709  10,3 

Acme-Cleveland 
Alexander  &  Baldwin 
Rose's  Stores 
New  England  Electric 
Southwest  Forest  Inds 

12.6      726  16.7 
12.5      727  23.1 
12.5      727  12.5 
12.5      729  12.7 
12.5      729  12.4 

9.6       650  1 
9.4       675  !• 
11.2       507  1 
6.2  898 
8.2  754 

Areata 
Allied  Stores 
Anchor  Hocking 
DETROITBANK 
Texas  Utilities 

13.3       666  11.6 
13.2       667  11.3 
13.2       667  10.0 
13.2       669  10.6 
13.2      669  14.2 

9.6       652  7.4 
9.4       679  8.4 
10.4       580  7.9 
12.6       412  9.9 
7.3       807  7.6 

Wickes  Companies 
Bank  of  New  York 
McLean  Trucking 
Central  Soya 
Dibrell  Brothers 

12.5      729  4.7 
12.5      732  13.2 
12.5      733  def 
12.5      734  12.9 
12.5      734  10.5 

8.1  763 

11.1     518  i: 

9.6  658  ( 

9.7  637  K 
10.5  567 

Trane 

Boise  Cascade 

Greyhound 

Fedl  Natl  Mortgage 

Purolator 

13.2       669  16.0 
13.2       672  11.4 
13.2       673  15.8 
13.2       674  3.5 
13.2       674  10.7 

10.8       535  13.2 
9.7       634  7.9 
9.6       656  11.6 
4.2       975  3.8 

10.5       561  8.7 

Jewel  Companies 
Beneficial  Corp 
Amstar 

Kerr  Glass  Mfg 
Interpace 

12.5       736  14.7 
12.4      737  8.3 
12.4      738  15.7 
12.4      738  8.9 
12.4      740  8.7 

8.1  762 
6.1  912 
8.9       706  1 
9.0  702 
8.4  745 

AMF 

Federal  Paper  Board 
Hanna  Mining 
McDonnell  Douglas 
Kansas  Power  &  Light 

13.1       676  12.9 
13.1       677  16.9 
13.1       677  11.5 
13.1       679  10.4 
13.0       680  14.0 

9.3      681  9.7 

7.7  785  8.9 
11.6       475  9.4 
12.5       421  10.4 

6.8  849  7.1 

Allis-Chalmers 

N  Y  State  Elec  &  Gas 

St  Regis  Paper 

Univar 

Armco 

12.4      741  8.2 
12.4      742  13.1 
12.3      743  13.8 
12.3      744  16.8 
12.3      745  14.4 

9.5  665 
6.9  843 
9.0      699  1 
8.3       748  1 
8.8       720  1 

Brooklyn  Union  Gas 
Laclede  Gas 
Reynolds  Metals 
American  Natl  Ins 
Continental  Group 

13.0       681  14.6 
13.0       681  13.1 
13.0       681  16.4 
13.0       684  12.4 
13.0       685  14.1 

7.6       789  8.3 
7.1       822  7.0 
7.5       793  9.7 
13.0      381  12.3 
9.4       672  9.1 

Union  Electric 
F  W  Woolworth 
Bankers  Trust  N  Y 
Pa  Power  &  Light 
Frederick  &  Herrud 

12.3      746  14.3 
12.3      746  12.6 
12.3      748  21.3 
12.3      748  10.6 
12.3      750  13.8 

6.4  882 
8.2  760 

9.7  631  1 

6.8  857 
9.0  704 

National  Can 
IntI  Multifoods 
Duke  Power 
Sunbeam 
Caesars  World 

13.0       686  19.7 
13.0       687  9.6 
13.0       688  13,9 
13.0       688  12.0 
13.0       690  34.9 

9.3  682  13.4 
9.8       627  7.5 
6.8       846  7.2 

10.5       567  9.9 

7.4  805  17.1 

Pettibone 
Crown  Zellerbach 
Hoover 
Celanese 

Chemical  New  York 

12.2      751  8.8 
12.2      752  8.7 
12.2      752  15.2 
12.1       754  11.2 
12.1      754  14.4 

8.9  708 

8.8  715 
10.7       549  1 

7.9  773 

9.2       693  1 

Lincoln  National 
Southern  Railway 
Tiger  International 
First  Natl  Supermkts 
Monsanto 

13.0       690  13.0 
12.9       692  14.3 
12.9       692  10.5 
12.9       694  14.6 
12.9       695  8.2 

11.8       465  11.0 

7.4  804  8.1 
5.8       920  5.1 

10.4       575  8.3 

9.5  664  6.4 

Gulf  States  Utils 
Allegheny  Ludlum  Inds 
UMC  Industries 
WICOR 
Girard 

12.1       756  14.8 
12.1       757  21.1 
12.1       757  10.2 
12.1       757  9.1 
12.1       760  14.6 

6.0  915 
7.0      835  1 
10.3  587 

9.2       691  1 

Eastern  Gas  &.  Fuel 
Rapid-American 
National  Distillers 
ARA  Services 
Libbey-Owens-Ford 

12.9       696  14.6 
12.9       696  7.8 
12.9       698  10.5 
12.8       699  12.7 
12.8       700  5.0 

7.8      780  8.8 
6.4      885  6.5 
10.2       591  8.4 
10.4       575  11.2 
11.0       524  4.9 

Kellwood 
Bunker  Ramo 
Zaie 

Wisconsin  Elec  Power 
American  Can 

12.1       760  6.6 
12.1      762  15.0 
12.1       762  14.0 
12.1       764  11.5 
12.1       765  8.6 

8.8  715 

9.4  677  1 
10.8       542  1 

6.7  861 

8.5  738 

Grumman 
Saga 

Carter  Hawley  Hale 
Adolph  Coors 
Borden 

12.8       701  8.6 
12.8       701  12.0 
12.8       703  12.5 
12.8       703  10.8 
12.8       705  12.1 

9.0       699  8.2 
10.7       545  7.7 

8.2       757  7.6 
12.1       444  10.0 

9.7       633  8.8 

Central  III  Pub  Svc 
Philadelphia  Natl 
Fleetwood  Enterprises 
Stop  &  Shop 
Southern  Calif  Edison 

12.1       765  12.0 
12.0      767  12.7 
12.0      768  def 
12.0      768  7.7 
12.0      770  11.6 

6.4  884 

9.5  667  1 
12.0  449 

7.5  796 
6.9  841 

Columbia  Gas  System 
American  Cyanamid 
Cleveland  Elec  lUum 
American  Tel  &  Tel 
Thriftimart 

12.8       705  13.8 
12.8       707  11.6 
12.8       708  10.9 
12.7       709  12.8 
12.7       710  14.6 

6.9       843  7.5 
9.9       617  8.9 
7.0       824  6.4 
7.2       814  7.1 
10,6       559  12.5 

Diamond  Intl 
Middle  South  Urils 
So  Carolina  E  &  G 
Washington  National 
Sears  Roebuck 

12.0      771  8.4 
12.0      771  11.0 
12.0      773  11.5 
11.9      774  13.4 
11.9      775  7.5 

10.3  589 
6.1  912 
6.1  905 

10.4  573  1 
9.9  614 

Amerace 

Cincinnati  G  &  E 
Walt  Disney 
Liberty  Natl  Life 
Illinois  Power 

12.7       711  11.4 
12.7       712  11.3 
12.7       712  14.0 
12.7       714  12.0 
12.7       715  13.3 

8,0       769  7.4 
6.8       857  6.4 
11.4      491  12.8 
12.6      413  12.0 
6.6       871  6.8 

Republic  Airlines 
J  C  Penney 
Roper  Corp 
NL  Industries 
Sheller-Globe 

11.9      776  def 
11.9      777  8.2 
11.9      777  4.0 
11.9      779  15.0 
11.9      779  def 

7.7  788 
10.0  605 
8.9  710 
9.3       680  ij 
7.7  786 

•For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years. 
"Not  .V. -  .i'.able;  not  ranked,    def:  deficit. 
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FORBES,  JANUARY 


irho's  where  in  profitability 


Return  on  equity 

Return  on  capital 

Return  on  equity 

Return  on  capital 

impany 

latest 
5-year  12 
average*  rank  months 

latest 
5- year  12 
average*  rank  months 

Company 

latest 
5-year  12 
average*  rank  months 

latest 
5-year  12 
average*  rank  months 

cific  Pwr  &  Lt 

;  nsumers  Power 
1  lolina  Pwr  &  Lt 
^ARCO 

11.9%    781  10.4% 
1  I  8        787      1  n  A 
11.8       782  9.8 
11.8       784  9.4 
11.8       785  23.8 

6.6%    868  5.9% 
lu.y       Dzo  lu.o 
6.0       914  5.5 
6.2       901  5.3 
9.7       644  19.0 

Valero  Energy 
Seagram 
Bache  Group 
Ohio  Edison 
Amfac 

10,8%    846  24.2% 
10.8      847  11.8 
10,8      848  24,1 
10.8      849  9.6 
10.8      850  15.5 

6,2%    902  12.2% 
8.4       742  9.8 
9.4       677  18.7 
6.1       910  5.7 
7.1       819  9.6 

mmercial  Metals 
Uiiis  &  Aildnan 
c  Gamble  Robinson 
iinCorp  Financial 
iifman  &  Broad 

11,8       786  22.1 

1  1  8         7ft7         7  2 

1  1  .o          / o/          f  .o 

11.8       787  9.9 
11.8       787  10.5 
11.7       790  16.2 

9.5  667  17.5 
y.8        oJ.4  b.6 

9.6  659  7,2 
10.4       578  8,7 

8,8       718  10,6 

Castle  &  Cooke 
Brunswick 
National-Standard 
Rochester  Gas  &  Elec 
El  Paso 

10.8      850  4.6 
10.8      852  6.0 
10.8      852  4.8 
10.8      852  10,1 
10,7      855  9,7 

7.8       781  4.7 
8.4       740  5.3 
8.4       740  4.1 
6.4       885  6,4 
5.3       947  5.1 

uitable  of  Iowa 

ledo  Edison 
St  Natl  Boston 
ne  Bryant 

11.7       791  12.5 

1  1  7        7Q9      1  7  n 

11./          /            1  /  .u 

11.7       792  10.5 
11,7       794  15.4 
11.7       794  11.6 

10,2       595  9.2 

f  .D           /V3  lU.l 

6,6       866  6,4 
8.3       749  11.0 
10.0       610  10.0 

Harris  Bankcorp 
Gray  Drug  Stores 
Armstrong  World  Inds 
National  Fuel  Gas 
Eastern  Air  Lines 

10.7      856  10.2 
10.7      857  3.5 
10.6      858  8.7 
10.6      859  10.6 
10.6      860  def 

9.4       670  9.3 
8.7       724  4.2 
8.6       731  7.4 
6.9       836  6.8 
5.4       941  1.2 

V 

iron 

St  Point-Peppcrell 
T 

11.7       796  20.4 

1  1  7         70/»         7  G 
11,/            '  "O           /  .o 

11.7       796  10.3 
11.7       796  14.6 
11.6       800  11.2 

5.2  949  7.6 

1  1              AHA          7  7 

9.3  684  8.4 
9.6       656  11.1 

11.3       498  10,8 

Louisville  Gas  &  Elec 

Bergen  Brunswig 

First  Chicago 

No  Indiana  Pub  Svc 

Zayre 

10.5      861  11.0 
10.5      862  18.8 
10,5      862  5.8 
10.5      862  8.1 
10,5      862  10,8 

5,9       918  5,8 
8.7       724  14.5 

8.7  728  5.2 
5,5       931  4,8 

6.8  851  7,0 

dfic  Lighting 

rtiss-Wright 
tlet 

nsolidated  Edison 

11.6       800  11.3 
11.0       oUU     J  z.y 
11.6       803  15.1 
11,6       803  0.6 
11.6       805  11.2 

6,6       865  6.5 
o.b        /io  yA 
10,7       549  12.8 

9.3  682  3,7 

6.4  881  6.5 

Southern  Company 
United  States  Filter 
Santa  Fe  Industries 
Dayton  Power  &  Light 
Cluett,  Peabody 

10.5      866  13.2 
10.4      867  12.5 
10.4      868  13.3 
10,4      869  10.4 
10.3      870  9.0 

5.3  945  5.8 
8.8       715  7,3 
7.2       812  8.9 

6.4  887  6.0 
8.7       723  7.2 

Jlon  National 

D  dVC  C'leC  ol  LrdS 

leriTnist 
d  Motor 
itheast  Banking 

11.6       806  13.0 
1 1  .D        oUo  11.8 
11.5       808  11.0 
11.5       809  def 
11.5       810  16.4 

9.9       621  9.8 
6.3        8V4  6.3 
11.6        481  11.0 

9.6  659  def 

8.7  729  11.5 

Central  Illinois  Lt 
Gulf  Resources  &  Chem 
Sperry  &  Hutchinson 
Kansas  City  Pwr  &  Lt 
Strawbridge  &  Clothier 

10,3      871  10,5 
10,3      871  12,6 
10.3      873  8.1 
10,3      874  13.2 
10,3      874  9,2 

5.5       934  5,4 

7.3  806  7,1 

9.4  672  7.4 
5.4       937  6.1 
8.1       765  6.9 

anta  Gas  Light 
^cns-lllinois 
:omac  Elec  Power 
lerican  Elec  Power 
liday  Inns 

11.5       811  10.8 

lie         Q11  lo/: 
1  1  .b         oil  IZ.D 

11.5       813  12.7 
11.5       814  11.5 
11.5       814  15.2 

6.2       898  6.1 
7.9       771  8.6 
6.6       866  6.9 

6.5  876  6.9 

8.6  733  12.3 

Polaroid 
First  Wisconsin 
Montana  Power 
A  O  Smith 
Robertshaw  Controls 

10.2      876  8.9 
10.2       8/7  12.9 
10.2      877  10,5 
10.2      877  def 
10.2      880  8.6 

10.2       594  8.9 

8.2  761  10.4 

6.3  894  6.4 
7,9       770  def 
8.2       759  6.7 

fiins-Manville 
)i  timore  Gas  &  Elec 
h  nark 
1  n 
tt  Paper 

11,5       816  6.4 
11, 4        81/      11, 4 
11.4       818  11.2 
11.4       818  10.4 
11.4       818  12.6 

8.8  721  5.7 
6.6       871  6.4 
8,2       757  7.7 

8.9  707  8,0 
8.4       742  9.2 

GATX 

Commonwealth  fctlison 
Northeast  Utilities 
Phila  Electric 
Williams  Companies 

10.1      881  13.3 
9.9      882  8,7 
9.9      883  8.9 
9.9      884  10.3 
9.9      885  18.7 

4.8       961  5.5 

5.6  928  5,2 

5.7  922  5,3 
5,6       925  5,8 
6,4       887  10.3 

ase  Manhattan 
rton-Norwich 

1  mmermill  Paper 
ific  Gas  &  Elec 

'  nis 

11.3       821  16.3 
11.3        oZl  14.4 
11.3       823  14.6 
11.3       824  11.8 
11.3       825  7.4 

8,6       732  11.4 

OO         710  in/" 
8.0        /18  1U.6 

7.5       796  9.3 

7.0       828  7.4 

8,0       766  5.5 

Amer  Maize-Products 
Konm  &  naas 
IC  Industries 
Boston  Edison 
Dan  River 

9.8      886  11.2 
y.8        886  14.9 
9.8      888  10.2 
9.7      889  11.8 
9.7      890  11.7 

7.8       778  8.3 

7  O              70  1             1  1  "7 

1  .V,        781  11.7 
6.1       908  5.7 
5.3       943  5.6 
7.0       833  8.4 

1 !  Imarva  Power  &  Lt 
I'li^i  1  n- jtate 
■!ih  Power  &  Light 
lirthem  Trust 
liegheny  Power 

11.3       825  11.3 

1  1    D           07  110 

1 1 .3        al'      1 1 .3 
11.2       828  11.2 
11,2       829  11.0 
11.2       830  10.8 

6.5  879  6.3 

8.6  fa  y.L 
6.8       846  6.8 

9.7  639  9,7 
6.1       910  5,9 

Dillard  Dept  Stores 
Va  Electric  &  Power 
Duquesne  Light 
Public  Service  Colo 
Detroit  Edison 

9.7      890  8.5 
y.  /      oVU  y.u 
9.6      893  10.6 
9.6      894  10.4 
9.6      895  8.9 

6.4       887  5.7 
5.9       916  5.7 
5.6       926  5,9 
5,6       930  6,1 
5.4       936  5.3 

'ere  Copper 
t  weDh 
line 

?ic  Chef 

Diego  Gas  &  Elec 

11.1       831  14.3 
111        831  8.5 
11.1       833  4.3 
11.1       834  1.8 
11.1       834  6.2 

6.1       903  8.5 

ir\c          c/l/l  71 
lu.5        3o4        1  .\ 

11.1  518  4.3 

10.2  593  3.7 
7.0       824  5.5 

CFS  Continental 

Kaiser  Steel 

Hart  Schaffner  &  Marx 

Graniteville 

Di  Giorgio 

9.4      896  11.1 

a  A           Q  07        ^  1  o 

9.4       8V/  23.8 
9.4      898  10.4 
9.3      899  11.7 
9.3      900  8.1 

7.2       816  8.1 

r  o          O/IO  1/17 

6.8  B4y  14,/ 

8.2       755  9.2 

7.9  775  9.2 
68       853  5.8 

on  Industries 
ckway  Glass 
Vew  England  Tel 
1  Tel  &  Tel 
lahoma  Gas  &  Elec 

11.0       836  33.1 
11.0       837  y.o 
10.9       838  9.7 
10.9       839  13.4 
10.9       839  9.5 

7.8  778  22.3 

O   7              700              7  C\ 

ILL  /.U 

6.3  890  5.8 

8.4  746  9.7 

5.9  917  5.4 

Allied  Van  Lines 
American  Bakeries 
Dillingham 
BancOhio 
Inland  Steel 

9.2      901  11.6 
9.2        vUl  3.3 
9.2       903  14.6 
9.0      904  2,2 
9,0      905  1,7 

7.3  810  8.8 

7  n          oi ^           A  '\ 

/.U        8Z6  4.2 
6.1       908  9.2 

8.4  742  2,3 
6,8      857  2,2 

il  Tire  &  Rubber 
led  Chemical 
.  Service 
ionwide 

gara  Mohawk  Power 

10.9       841  2.6 
10.9       842  19.1 
10.8       843  8.0 
10.8       844  11.3 
10.8       844  10.4 

8.3       747  2.8 
7.3       809  ll.S 
6.3       894  5.4 
10.9       526  11.5 
6.3       893      6. 1 

Cannon  Mills 
Inco 

Control  Data 
Associated  Dry  Goods 
Kentucky  Utilities 

8,9      906  9,2 
8.8      907  13.7 
8  8      908  11.3 
8.8      909  9.5 
8.8      910  6.7 

8.8       712  9.1 
5.7       923  8.5 
6.7       860  8.5 
7.4       801  7.9 
5.3       943  4.9 

*For  some  companies  ( as  noted  in  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years, 
def:  deficit 
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Who's  where  in  profitability 


Return  on  equity 


Return  on  capital 


Return  on  equity 


Return  on  capital 


Company 


latest 
5- year  12 
average*  rank  months 


latest 
5-year  12 
average*  rank  months 


Company 


latest 
5-year  12 
average*  rank  months 


latest 
5-year  12 
average*  rank  mont 


J  P  Stevens 

8.8% 

910 

8.3% 

7.0% 

826 

6.7% 

Western  Union 

4.5% 

977 

4.9% 

4.77o 

965 

5.C 

Goodyear 

8  7 

912 

7.9 

6.9 

838 

6  5 

Kan  p.      i  1 1  p  r 
IVdIlC'  1*11  IICI 

4.4 

978 

5  1 

d  8 

961 

J.* 

American  Airlines 

8.7 

913 

def 

5.3 

942 

def 

Sherwin-Williams 

4.3 

979 

10.0 

3.7 

982 

5.! 

Hamischfeger 

8.7 

914 

2.8 

6.5 

875 

3.7 

Shopwell 

4,1 

980 

6.4 

3.8 

981 

5.1 

Burlington  Inds 

8.6 

915 

7.7 

7.0 

833 

6.4 

Talley  Industries 

4.1 

981 

def 

4.9 

958 

de 

Washington  Gas  Light 

8.6 

916 

7.5 

5.4 

940 

5.0 

Questor 

3.9 

982 

def 

4.0 

978 

17 

8.5 

917 

4.3 

7.4 

803 

4.1 

T  TnitpH  RranHc 

3.6 

983 

6.9 

3.7 

984 

Int!  Harvester 

8.5 

918 

def 

6.6 

871 

def 

Fidelcor 

3.6 

984 

6.0 

3.3 

989 

4.S 

General  Public  Utils 

8.4 

919 

2.4 

5.4 

939 

3.4 

Wheeling-Pitts  Steel 

3.4 

985 

4.9 

3.4 

987 

4.4 

Ceco 

8.4 

920 

15.6 

7.1 

819 

12.5 

Kennecott 

3.4 

986 

5.7 

3.7 

983 

5.fi 

Westmoreland  Coal 

8.3 

921 

def 

8.5 

736 

0.4 

Bell  &  Howell 

3.3 

987 

14.0 

3.1 

992 

ll.C 

Perini 

O.  1 

922 

8  1 

6  4 

880 

6  2 

ijciiiiciicui  citrci 

O.Z 

988 

o.o 

988 

4  r 
t.i 

UAL 

8.1 

923 

def 

4.1 

977 

0.5 

GAF 

3.0 

989 

5.8 

3.2 

990 

4.3 

Varian  Associates 

8.1 

924 

12.2 

7.1 

823 

10.5 

Savannah  Foods 

2.7 

990 

def 

2.9 

995 

de 

St  Louis-San  Fran  Ry 

8.0 

925 

10.3 

5.1 

952 

6.3 

AM  International 

2.5 

991 

1.0 

3.1 

993 

2.( 

Northwest  Airlines 

8.0 

926 

0.4 

5.5 

933 

0.3 

Pueblo  International 

2.2 

992 

1 1.8 

2.3 

1001 

8.1 

Dynalectron 

8  n 

o.u 

927 

1  o.*+ 

A  8 
o.o 

853 

in  7 

A^unf  ord 

Z.  1 

993 

%  n 

X  A 
O.O 

985 

A  1 

Outboard  Marine 

7.9 

928 

0.8 

6.8 

851 

1.9 

Envirotech 

1.8 

994 

def 

2.6 

997 

del 

King  KuUen  Grocery 

7.9 

929 

3.3 

7.5 

796 

3.3 

M  Lowenstein 

1.6 

995 

0.5 

2.8 

996 

2.; 

Lukens  Steel 

7.9 

929 

3.0 

6.7 

864 

2.3 

National  Tea 

1.2 

996 

11.2 

1.1 

1009 

7.: 

Portland  Genl  Elec 

7.8 

931 

7.1 

5.6 

929 

5.0 

Allied  Products 

1.2 

997 

def 

2.6 

997 

0.: 

Singer 

y  J 

932 

I  U.D 

c  7 

924 

A  X 

nuiii  iiiuusirics 

1  n 

998 

1  0 

2  4 

1000 

d  i. 
*+.c 

U  S  Industries 

7.7 

932 

4.9 

6.9 

839 

4.9 

)os  Schlitz  Brewing 

0.7 

999 

def 

1.4 

1006 

de: 

Interlake 

7.7 

934 

2.4 

7.0 

830 

2.7 

Firestone 

0.6 

1000 

def 

1,8 

1004 

de 

Springs  Mills 

7.7 

935 

9.3 

6.6 

874 

7.6 

United  States  Steel 

0.0 

1001 

def 

1.3 

1007 

de 

Zenith  Radio 

7.7 

936 

10.1 

6.7 

862 

7.7 

Vomado 

def 

1002 

def 

1.9 

1003 

1.1 

OtUKCiy*  vdll  * — <iiiip 

937 

O.  1 

A  1 
0. 1 

903 

J.O 

Scot  Lad  Foods 

uei 

1003 

1  z.o 

n  7 

101 1 

7  1 

Zapata 

7.6 

938 

13.1 

5.0 

954 

7.5 

General  Refractories 

def 

1004 

1.5 

1.9 

1002 

3.; 

Ramada  Inns 

7.5 

939 

8.5 

4.8 

960 

5.1 

Arden  Group 

def 

1005 

14.9 

3.2 

991 

8.( 

Trans  World 

7.5 

940 

def 

4.5 

969 

1.5 

Fed-Mart 

def 

1006 

def 

4.5 

967 

c: 

Reichhold  Chemicals 

7.4 

941 

5.3 

6.5 

877 

4.8 

First  Pennsylvania 

def 

1007 

def 

1.7 

1005 

de 

Chic  Pneumatic  Xool 

7  A 

D.O 

7  c 

/  yo 

c  7 

Keystone  Consolidated 

aei 

1008 

UCI 

U.o 

1010 

rt« 

ao 

Cal-Maine  Foods 

7.3 

943 

def 

5.0 

953 

def 

White  Motor 

def 

1009 

def 

0.7 

1012 

de 

Playboy  Enterprises 

7.3 

944 

12.8 

6.7 

863 

10.9 

Macmillan 

def 

1010 

def 

def 

1016 

de 

Edward  Hines  Lumber 

7.2 

945 

def 

7.0 

830 

Aii 

McLouth  Steel 

def 

1011 

def 

def 

1014 

de 

Burlington  Northern 

7.2 

946 

10.7 

5.2 

951 

7.0 

Braniff  IntI 

def 

1012 

def 

3.4 

986 

de 

7  1 

947 

O.Z 

c  c 

J.J 

931 

iVl3iiIi3ttfln  Industries 

1013 

uei 

O.  1 

994 

de 

Foodarama  Supermkts 

7.2 

948 

def 

6.9 

839 

def 

Great  Atl  &  Pac  Tea 

def 

1014 

def 

def 

1015 

de 

Citizens  &  Southern  NB 

7.1 

949 

14.9 

6.8 

846 

13.8 

American  Motors 

def 

1015 

def 

def 

1021 

de 

Marshall  Field 

7.1 

949 

5.5 

6.1 

905 

4.5 

Commonwealth  Oil  Rfg 

def 

1016 

def 

def 

1018 

de 

Continental  Airlines 

7.1 

951 

def 

4.4 

971 

def 

Jonathan  Logan 

def 

1017 

def 

def 

1025 

de 

o.y 

952 

7  1 

A.  0 

958 

A  8 

Culbro 

UCl 

1018 

def 

1  3 

1008 

de 

Cyclops 

6.8 

953 

def 

5.3 

946 

1.3 

Uniroyal 

def 

1019 

def 

def 

1019 

de 

Pabst  Brewing 

6.8 

953 

4.1 

6.2 

900 

3.7 

Monfort  of  Colorado 

def 

1020 

def 

def 

1026 

de 

B  F  Goodrich 

6.7 

955 

5.7 

5.9 

918 

5.2 

Goldblatt  Brothers 

def 

1021 

def 

def 

1024 

de 

Kuhn's-Big  K  Stores 

6.5 

956 

def 

7.8 

784 

0.4 

Genesco 

def 

1022 

2.0 

def 

1022 

4.: 

G  C  A\urphy 

O.J 

VD/ 

O.U 

017 

A  T 
O.Z 

Massey-Ferguson 

oei 

ift'ji 
luzo 

aet 

aei 

1017 

Avondale  Mills 

6.5 

958 

8.1 

6.3 

891 

7.8 

Penn-Dixie  Inds 

def 

1024 

def 

def 

1027 

de 

Marine  Midland  Banks 

6.4 

959 

9.6 

5  3 

947 

7.6 

Ward  Foods 

def 

1025 

def 

def 

1023 

de 

Pan  Am  World  Airways 

6.4 

959 

def 

3.9 

979 

def 

Seatrain  Lines 

def 

1026 

NE 

2.4 

999 

de 

Phelps  Dodge 

6.1 

961 

9.8 

4.9 

956 

6.7 

United  Merch  &  Mfrs 

def 

1027 

def 

def 

1028 

de 

Fisher  Foods 

6.0 

962 

3.8 

4.9 

957 

4.1 

Sambo's  Restaurants 

.  def 

1028 

def 

4.4 

970 

de 

Alexander's 

5.9 

963 

1.6 

4.2 

976 

2.6 

National  Kinney 

def 

1029 

def 

0.1 

1013 

2. 

Coca-Cola  Bottling  NY 

5.8 

964 

def 

5.6 

927 

def 

Chrysler 

def 

1030 

def 

def 

1031 

de 

General  Host 

5.6 

965 

23.2 

5.2 

949 

11.6 

City  Stores 

def 

1031 

NE 

def 

1032 

de 

Phillips- Van  Heusen 

5.6 

966 

6.1 

4.7 

964 

5.3 

Food  Fair 

def 

1032 

NE 

def 

1020 

39. 

Saxon  Industries 

5.3 

967 

6.3 

4.3 

972 

4.8 

Rath  Packing 

def 

1033 

NE 

def 

1029 

37. 

Republic  Steel 

5.3 

968 

1.4 

4.3 

973 

1.5 

Allied  Supermarkets 

def 

1034 

NE 

def 

1030 

8. 

Mohasco 

5.3 

969 

1.8 

4.7 

963 

3.1 

Coastal  Corp 

21.0 

8. 

Pamida 

5.3 

970 

5.5 

5.4 

935 

5.5 

Cross  &  Trecker 

25.9 

24. 

Wamaco 

5.2 

971 

16.9 

5.0 

955 

11.9 

CSX 

Borman's 

5.0 

972 

def 

4.5 

966 

1.6 

Dart  &  Kraft 

Cook  United 

5.0 

973 

5.4 

4.5 

968 

5.2 

Federal  Express 

29.4 

18. 

Gino's 

4.9 

974 

def 

5.7 

921 

1.9 

lU  International 

44.7 

13. 

Armstrong  Rubber 

4.6 

975 

def 

4.2 

974 

def 

Penn  Central 

11.1 

8j 

Akzona 

4.5 

976 

3.0 

3.8 

980 

3.1 

"For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years 
"Not  available:  not  ranked,    def:  deficit.    NE  negati\'e  equity 
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iiv  they  ran,  long  and  short  term,  in  sales  and  eamings-per-share 
•  owth — and,  most  important,  who's  staying  ahead  of  inflation. 

Who's  where  in 
growth 


NE  OF  THE  MOST  IMPORTANT  FIGURES  in  the  table  that 
follows  appears  only  in  the  footnotes  at  the  bottom  of 
each  page:  the  7 .\%  average  annual  inflation  rate  for 
U.S.  over  the  last  five  years,  as  measured  by  the  govem- 
:  It's  price  deflator  for  the  gross  national  product, 
hat  unpleasant  statistic  must  be  kept  in  mind  in  studying 
growth"  record  of  any  company.  It  means  that  if  a 
any's  average  annual  eamings  gain  fails  to  match  that 
benchmark  the  company  is  not  keeping  pace  with  infla- 
and  the  hard  truth  is  that  274  of  the  1,012  companies 
d  below  failed  to  do  so.  Of  the  738  that  did  keep  up,  334 
'  cd  greater  sales  growth  than  earnings  growth.  That  does 
necessarily  mean  there  is  something  wrong,  but  it  can 
gest  problems  like  dilution  or  perhaps  weak  eamings  from 
aisitions  or  market-share  gains. 

30,  what  looks  like  a  growth  company  may  not  be  one.  We 
an  average  of  eamings  during  the  period  1971-75  as  a  base, 
f  a  company  had  deficits  in  one  or  more  of  those  years,  the 
(I  back  to  "normal"  profitability  would  initially  look  like 
sually  rapid  eamings  growth.  Similarly,  some  companies 


with  good  recent  profitability  may  show  up  near  the  bottom  of 
the  growth  list  because  of  the  statistical  difficulty  of  represent- 
ing a  deficit-to-profit  history. 

For  this  reason,  it  is  useful  to  compare  the  short-term  growth 
(1980 /s.  the  1977-79  average  base  period)  with  the  five-year 
average.  Take  a  look  at  RLC  and  Boise  Cascade,  for  example — 
both  near  the  top  of  the  earnings-growth  list  over  five  years,  but 
both  v^ithuegative  growth  over  the  short  term.  On  the  other  side 
of  the  coin,  look  at  turnaround  companies  like  Gillette,  St.  Joe 
Minerals  or  Texaco:  Short-term  earnings  growth  last  year  was 
from  7  to  23  times  their  mediocre  five-year  base. 

Comparing  sales  growth  to  earnings  growth  can  also  be 
useful.  Booming  Boeing,  for  example,  ranks  572nd  in  sales 
growth  but  26th  in  eamings  growth;  its  eamings  have  grown 
more  than  3  times  as  fast  as  its  sales  over  the  last  five  years. 
Or,  as  proof  that  maximizing  sales  doesn't  necessarily  maxi 
mize  profits,  even  in  a  classic  growth  industry,  look  at  Am- 
dahl, the  California  computer  company:  43rd  among  all  1,041 
companies  in  sales  growth  with  a  spectacular  annual  average  of 
33.4%,  but  with  negative  eamings  growth. 
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Who's  where  in  growth 


Esniings  per  shsrc 

Eflmings  per  sh3r€ 

Company 

5-year             80t  vs 
average*  rank  1977-79 

5-year             80t  vs 
average'  rank  1977-79 

Company 

5-year             80t  vs 
average*  rank  1977-79 

5-year             80t  \ 
average*  rank  1977 

Cook  United 
RLC 
US  Air 
Boise  Cascade 
Federal  Express 

213.5%    1  16.4% 
210.4      2  ^.0 
136.8      3  49.1 

134.1  4  -2.7 

112.2  5  159.0 

-1.9%  1032  1.9% 
10.4       792  33.1 
15.8       404  52.7 
12.1       681  13.9 
59.0          4  155.9 

Lear  Siegler 
Dorchester  Gas 
Cross  &  Trecker 
Olin 

Fuqud  Industries 

34.0%    66  20.0% 
33.9       67  104.8 

33.7  68  85.4 
33.3       69  8.7 

32.8  70  58.4 

13.2%    606  27 
66.5          1  204 
17.5       293  54 
9.3       859  14 
23.1       122  23 

American  Standard 
Savin 

Resorts  Intl 
ConAgra 

Subaru  of  America 

101.5      6  45.9 
101.3      7  0.1 
93.9      8  9.8 
90.6      9  22.0 
87.0     10  109.0 

6.6  965  25.9 
36.3        34  72.9 
39.9        19  66.5 

7.7  926  69.2 
46.9          6  68.2 

NN 

Texas  Oil  &,  Gas 
Nucor 
Northrop 
Kaufman  &  Broad 

32.7       71  24.9 
32.4       72  73.7 
32.2       73  83.9 
32.2       74  10.1 
32.1       75  74.5 

13.6       574  21 
44.9        10  56 
24.3       102  54 
16.1       382  -5 
8.8       875  12 

Bunker  Ramo 
Avco 
Tosco 
Kay 

SCOA  Industries 

80.5  11  34.5 

73.6  12  -17.7 
73.3     13  116.7 
68.0     14  63.8 
64.3     15  36.1 

7.0       949  18.8 
7.5       934  21.2 

46.1  8  62.8 

25.2  91  60.7 
15.1       453  14.0 

Allis-Chalmers 
Pitney  Bowes 
Harris  Corp 
James  River  Corp  Va 
Natomas 

32.1       76  -29.4 
32.0       77  25.4 
31.9       78  32.8 
31.7       79  38.4 
31  4       80  60.5 

9.1       867  14 
16.1       380  54 
15.3       438  64 
52.6          5  89 
40.1         18  90 

Whittaker 

Shearson  Loeb  Rhoades 
Bergen  Brunswig 
Areata 

Best  Products 

61.5  16  77.2 

59.3  17  285.4 
59.0    18  127.0 

54.4  19  24.0 

53.6  20  17.0 

7.7       927  44.7 

36.0  39  215.2 
12.8       639  43.1 

17.1  332  68.3 

38.2  26  61.5 

Parsons 
Fluor 

Washington  Post 
Bruno's 

G  Heileman  Brewing 

31.2  81  22.0 
31.1       82  55.3 
31.1       82  -12.3 

30.3  84  85.2 
30.3       85  67.5 

11.5       720  -1 
32  6         48  59 
15.5       421  25 
23.5       HI  51 
26.2        80  82 

Litton  Industries 

Teledyne 

Tandy 

Sun  Chemical 
Storage  Technology 

52.8     21  530.6 

51.8  22  37.6 
51.7    23  75.5 

48.9  24  44.7 
48.6     25  52.3 

6.3       972  13.9 
il.O       747  15.8 

25.6  86  32.9 

13.7  563  23.9 
44.0        11  76.0 

Tyson  Foods 
American  Financial 
Berkshire  Hathaway 
Parker  Drilling 
Dean  Foods 

29.9       86  -83.7 
29.9       87  -28.9 
29.8      88  26.9 
29.8      89  30.3 
29.6       90  31.7 

17.2       314  35 
19.6       200  23 
30.6        59      1 1 

32.5  49  63 

13.6  567  32 

Boeing 

Houston  Oil  &  Minerals 
Evans  Products 
Meredith 

Fairchild  Industries 

46.3    26  71.6 

44.1  27  7.6 

43.2  28  -9.3 
43.0    29  58.3 
42.6    30  93.5 

13.6       572  54.1 
65.9          2  13.1 
4.5     1003  22.3 
13.2       605  28.7 
18.1       264  47.6 

Hilton  Hotels 
Dayton-Hudson 
Big  V  Supermarkets 
Entex 

U  S  Fidelity  &  Gty 

29.6       90  50.4 
29.4       92  -14.9 
29.1       93  22.0 
29.0      94  -6.1 
28.8       95  22.1 

5.0       998  22 
15.1       453  32 
23.0       124  33 
36.7        31  35 
15.5       419  IS 

Pneumo 
Charter 

Service  Merchandise 
Cinciimati  Milacron 
Crown  Central  Petroleum 

42.2  31  30.3 
41.6    32  13.5 
41.4    33  -11.7 

41.3  34  110.6 
41.1     35  -5.9 

14.7  482  41.2 
30.9        58  77.7 

42.8  12  51.2 

11.9  696  24.8 
23.0       126  66.3 

Cullum  Companies 
H  K  Porter 
Parker  Pen 
Morse  Shoe 
Amer  Broadcasting 

28.7       96  64.5 
28.6       97  2.2 
28.4       98  38.1 
28.3       99  6.8 
28.3     100  11.2 

18.8      233  37 
14.8       480  21 
37.1        30  29 
14.6       493  26 
14.5       497  23 

NCR 

United  Energy  Resources 
Shaklee 

Standard  Oil  Ohio 
Intel 

41.1     36  1.6 
40.0    37  51.5 
40.0     38  -39.9 
39.8    39  173.4 
39.5    40  80.7 

8.8       876  19.0 

32.4  50  75.2 

31.5  54  46.7 
27.3        75  87.4 
45.5         9  85.2 

MGM  Grand  Hotels 
Baker  International 
Alcan  Aluminium 
Centex 
Hyster 

28.2     101  31.8 
28.2     102  57.1 
28.1      103  74.8 
27.9     104  111.6 
27.6     105  -8.2 

23.9       106  37 
35.4        40  66 

14.6  492  35 
21.8       146  26 

13.7  557  13 

Dan  River 
Wang  Laboratories 
Ryder  System 
Business  Men's  Assur 
Levi  Strauss 

39.4  41  34.0 
39.0    42  181.8 
38.9    43  -0.1 
38.8    44  18.8 

38.5  45  43.9 

6.8       955  11.6 
38.9        21  177.7 
20.0       190  40.2 

6.7       961  8.0 
21.6       154  494 

Blue  Bell 
Loews 

Waste  Management 
Geosource 

Houston  Natural  Gas 

27.6     106  6.0 
27.6     107  43.6 
27.6     108  58.0 
27.5     109  74.4 
27  5     110  48.2 

18.1  266  51 
25.4        88  25! 
23.8       108  67 
24.4       100  62 

31.2  56  44 

Mission  Insurance 
Twenrieth  Century-Fox 
Clark  Oil  &  Refining 
Old  Republic  Intl 
General  Instrument 

38.3    46  55.0 
38.3    46  -1.4 
37.9    48  142.1 
37.5     49  -2.0 
36.8     50  55.4 

31.4        55  46.1 
18.7       240  39.2 

20.1  186  56.6 

23.2  118  50.9 
10.9       758  36.9 

Earth  Resources 
Caesars  World 
Engelhard  Minerals 
Cooper  Industries 
Ashland  Oil 

27.5     111  133.3 
27.5     112  311.7 
27.4     113  158.7 
27.4     114  35.6 
27.3     115  -17.7 

29.6        61  103 
23.2       119  176 

31.1  57  US 

26.2  81  m 
17.1       324  4? 

Ruddick 

Scovill 

Cabot 

Food  Town  Stores 
Metromedia 

36.7  51  24.2 
36.2     52  -17.7 
36.0     53  188.8 
35.9     54  47.3 

35.8  55  63.5 

12.4       663  22.6 
7.5       935  17.5 
20.9       163  74.7 
33.4        44  61.1 
13.7       558  22.2 

Kemper 
Federal- A^ogul 
Cone  Mills 
Foster  Wheeler 
Natl  Semiconductor 

27.3     116  17.8 
27.2     117  2.0 
27.1      118  32.4 
27.0     119  32.3 
26.9     120  154.7 

21.1  160  3H 

12.0  690  21 

11.2  738  11 

15.1  450  ■ 
36.1         38  10.- 

Schlumberger 
GeIco 

Hardee's  Food  Systems 
HoUy  Corp 

Warner  Communications 

35.3     56  67.9 
34.9     57  90.8 
34.8     58  42.0 
34.8     59  36.4 
34.7     60  74.6 

23.6       110  67.2 

60.0  3  100.4 

17.1  321  49.7 
35.4        41  94.0 
19.3       214  37.0 

lU  International 
Sundstrand 
Tektronix 
A  O  Smith 
Curtiss-Wright 

26.8     121  220.9 
26.8     122  42.2 
26.7     123  37.3 
26.7     124  P-D 
26.7     125  67.0 

10.0       811  -A 
14.3       520  2Cl 
23.5       113  6: 
7.4       936  -IC 
4.7     1002  i:- 

Wal-Mart  Stores 
Data  General 
Humana 

Mitchell  Enrgy  &  Dev 
Digital  Equipment 

34.7     61  54.9 
34.5     62  33.3 
34.4    63  138.0 
34.4    63  103.7 
34.1     65  63.4 

40.7  17  44.1 
46.5          7  71.8 

39.8  20  77.7 
36.4        33  76.9 
37.2        29  76.9 

EG&G 

Kelly  Services 
Occidental  Petroleum 
Natl  Convenience  Strs 
Pioneer 

26.6     126  98.3 
26  5     127  24.9 
26.4     128  194.2 
26.4     129  66.2 
26.4     130  81.4 

25.1         93  3:1 
23.5       112  4:1 
15.0      470  6<l 
18.9       230  6Sl 
28.4        65  4:1 

'For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five-yl 
average  annua!  increase  in  prices  was  7.1%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  Natiorl 
Product,  which  measures  inflation  in  all  seaors  of  the  economy.    tLatest  12-months.    P-D:  profit  to  deficit.  | 
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Hio's  where  in  growth 


Earnings  per  share 

Sales 

Earnings  per  share 

Sales 

St- 
ic 

apany 

5-year             80t  vs 
average'  tank  1977-79 

5-year             80t  vs 
average*  rank  1977-79 

Company 

5-year             80t  vs 
average'  rank  1977-79 

5-year             80t  vs 
average*  rank  1977-79 

In 

itinental  Airlines 

ystems 

ific  Resources 

A 

oa 

26.3%  131  P-D 
26.3      132  -28.7% 
26.2      133  111.8 
26.1      134  -2.4 
26.0      135  47.1 

13.8%    551  290% 
14.3       516  19.1 
33.0        46  63,1 
9,6       839  18,9 
14.3       517  24.5 

SCM 
Dexter 

Golden  West  FinI 
Gates  Leatjet 
Hewlett-Packard 

23.1%    196  35.0% 
22.8       197  17.7 
22.8       198  15.0 
22.7       199  41.2 
22.7       200  63.3 

8.4%    900  22.5% 
29.1         62  37.9 
37.7        27  55.8 
25.4        89  52.7 
23.3       116  70.6 

li 

;co 

>  Home 

neron  Iron  Works 

-leral  Re 

ler  Valu  Stores 

25.9      136  7.0 
25,8      137  56.0 
25.7      138  81,6 
25.6      139  39,6 
25,6      140  33,7 

13.5      575  19.6 
19.0       226  47.7 
19.7       196  57.2 
17.4       297  21.0 
16,0       393  24,4 

Niagara  Frontier  Services 
Phillips  Petroleum 
Kimberly-Clark 
Crum  &  Forster 
Archer  Daniels  Midland 

22.6       201  11.7 
22.6       202  54.9 
22.6       203  -11.7 
22.6       204  23.8 
22.4      205  103.4 

24.7  97  27.9 
17.9       270  65.2 
10.4       793  27.5 
14.6      490  21.5 

13.8  555  39,7 

SI 

? 

ian  Associates 
^erican  Stores 
lington  Northern 
in  Industries 
fley 

25.6      140  89.3 
25.6      142  39.0 
25.5      143  65.0 
2^5.5      144  -63.5 
25.5      145  1,2 

12.3       668  49.4 
42,1         13  225.6 
14.9       471  43.5 
12.9       632  -9.8 
20.9       165  82.7 

AMP 

Fort  Howard  Paper 
Edison  Bros  Stores 
Melville 

Wheelabrator-Frye 

22.4       206  34.2 
22.3       207  27.4 
22.2       208  -0.2 
22.2       209  20,5 
22.1       210  25.6 

17.3  310  39.4 

17.4  302  26.6 
13.0      623  14.1 
19.8       192  27.6 
22.4       138  47.0 

J 
s 
I 
j 
s 

r 
(, 
J 

liburton 
ler  Scientific 
mond  Inti 
itier  Airlines 
chem 

25,4      146  21,6 
25,4      147  44,0 
25.3      148  -74.3 
25.3     149  8.6 
25.2     150  69,0 

22.0  143  24.0 

15.3  442  32.0 

22.1  140  17.0 
19.1       224  48.1 

24.4  99  93.5 

Air  Prods  &  Chems 
Amer  Medical  IntI 
Baxter  Travenol  Labs 
American  General 
Auto  Data  Processing 

22.1       211  42.8 
21.9       212  55.4 
21.9       213  26.3 
21.9       214  4.8 
21.9       215  36,9 

18.7       247  32.5 
22.1       142  47.2 

21.5  156  30.6 
11.9       697  25.5 

27.6  72  56,9 

:CAR 
veil 

intic  Richfield 
lover  Insurance 
thKline 

25,0      151  3.5 
25.0      152  58.6 
24.9      153  76.6 
24.8      154  38.9 
24.7      155  64.7 

17.1       328     10. 1 
32.9        47  34.9 

21.6  152  60.3 

15.7  413  24.2 
19.1       223  54.3 

Milton  Bradley 

MCA 

Pennzoil 

Cummins  Engine 
Moore  McCormack  Res 

21,7       216  50.2 
21.6       217  17.1 
21.6       218  86.8 
21.5       219  P-D 
21.4       220  44.0 

14.7       484  53.5 
16.3       372  23.8 
19.3       214  50.1 
17.2       317  11.2 
20.0       188  66.2 

1 
J 

ij 

sch  &  Lomb 

y  Manufacturing 

ilace-Murray 

doi 

1  Medical  Entrprs 

24.7      156  59.7 
24.7      157  56.3 
24,7      157  10,3 
24.6      159  43.8 
24.6     160  104.8 

13.3      600  27.9 
24.8        95  93,7 
12.5       657  11.2 
22.7       130  31.6 
38.7        22  223.1 

Ohio  Casualty 
Chubb 

St  Paul  Companies 

Masco 

Dover 

21.4      221  4.6 
21,3      222  24.8 
21.3      222  -1.4 
21.3      224  26.0 
21.3      225  50.0 

18,2      263  18,2 
11.2       741  17.1 
15.1       450  24.4 
24.0       105  29.0 
16.0      387  50,3 

5] 
1 

1 

1 

1 
1 

1 

isolidated  Papers 
erior  Oil 

Ited  Technologies 
'^es  Tool 
Hutton  Group 

24.5      161  23.5 
24.5      162  138.9 
24.5      163  19.8 
24.4      164  57.1 
24.3      165  151.1 

15.6       416  26.6 
25.2        92  72.7 
22.8       127  69.0 
31.5        53  72.2 
27.8        71  92.8 

Albertson's 
Union  Pacific 
Snap-On  Tools 
Owens-Corning  Fbrgis 
Interpublic  Group 

21.1       226  15.2 
21.0       227  37.4 
21.0       228  18.2 
20,9       229  -47,9 
20.8       230  8.3 

20.4  181  27.4 

19.5  206  47.8 
19.2       222  27.1 

20.0  189  22.8 

16.1  384  34.2 

vander  &  Alexander 
Three  Industries 
ermarkets  General 
th  International 
theon 

24.3      166  24.5 
24.3      167  41,4 
24.3      168  19.4 
24.2      169  36.4 
24.2     170  35.6 

27.1         77  37.4 
26.7        79  43.8 
9.6       840  18.3 
23.7       109  52.6 
14,6       489  42,9 

Chic  &  North  Western 
Host  International 
Zum  Industries 
Peoples  Drug  Stores 
Combustion  Engnmg 

20.8       231  212.1 
20.8       231  17.0 
20.8       233  21.2 
20.7       234  43.4 
20.7       235  121.9 

10,8       765  35,4 
12,6       650  16,2 
6,9       951  13,8 
12,1       681  39,1 
12.4       663  24.8 

ison  Controls 

erican  IntI  Group 

ital  Cities  Commun 

Jonald's 

lity  Industries 

24.2      171  -28.4 
24.1      172  40.7 
24.1      173  38.3 
24.1      173  31.7 
24.1      175  128.5 

21.7  150  44.9 
21.6       151  36.6 

21.8  147  25.7 
23.3       115  28.9 
18.8       235  93.4 

Morrison-Knudsen 
Barnes  Group 
DeSoto 
Marriott 
Fieldcrest  Mills 

20.7       236  35.9 
20.7       237  30.5 
20.5       238  14.9 
20.5       238  69.2 
20.3       240  -17.9 

14.3  517  68.4 

15.4  429  19.9 
5.7       985  4.0 

18.7       242  29.5 
10.6       781  11.8 

kman  Instruments 
ta  Fe  IntI 
stone  Foods 
Aid 

oa  Life  &  Casualty 

24.1      176  33.9 
24.0      177  20.3 
23.9      178  22.0 
23.7      179  25.9 
23.7      180  3.0 

16.4  364  62,7 

22.5  135  80,3 
29,9        60  30,8 
19,7       199  29,7 
15.2       449  33,3 

Philip  Morris 
Modem  Merchandising 
Consol  Freightways 
Carpenter  Technology 
Getty  Oil 

20.2       241  43.1 
20.2       242  -57.0 
20.1       243  -25.9 
20.1       244  17.7 
20.1       245  103.6 

20.8       169  42.4 

31.6  52  26.0 
16.0      390  18.4 
13.2       604  41.7 

17.7  285  119.8 

ott  Laboratories 

isamerica 

d 

>ted  Industries 
0  Petroleum 

23.7      181  34.9 
23.7      182  18,4 
23.6      183  4.5 
23.6      184  43.3 
23.6      185  35.1 

17.4       303  31.3 
11.6       714  20.6 
11.9       698  18.3 

12.8  637  30.6 

21.9  145  66.4 

Iowa  Beef  Processors 
Petrolane 
Baldwin-United 
MAPCO 

Dresser  Industries 

20.0       246  34.2 
19.9       247  43.2 
19.9       248  26.1 
19.8       249  31.0 
19.8       250  20.6 

17.4  297  46.2 

21.0  162  47.4 

26.1  83  114.2 

28.5  63  41.4 
19.7       195  27.6 

pital  Corp  of  Am 
nolds  Metals 
nan-Gordon 
}oro 

leer  Hi-Bred  IntI 

23.5      186  51,2 
23.4      187  48.9 
23.4      188  23.5 
23.4     189  -16.6 
23.3     190  69.6 

27.6  73  57.5 
13.9       544  26.3 

16.7  353  41.6 
15.2       447  20.7 

20.8  167  36.7 

Farm  House  Foods 
Northwest  Industries 
Conoco 
Midland-Ross 
American  Family 

19.8      250  22.6 
19.8       250  -1,4 
19,8      253  77,3 
19,7       254  32.1 
19.7       255  -27.2 

28.2        67  147.1 
18.8       236  20.7 
16.7      351  62.5 
13.5      578  48.5 
38.2        25  38.9 

CO  D  S 
ny's 

er  Alum  &  Chem 
ted  States  Filter 
ett,  Pcabody 

23.3      191  36.3 
23.2      192  -23.5 
23.2      192  61.1 
23.2      194  46.6 
23.2      195  ^3.2 

22.5       133  43.0 
24.3       102  41.2 
14.2       528  25.4 
27.0        78  55.2 
37     1012  17.2 

Signal  Companies 
Petrie  Stores 
Wickes  Companies 
Times  Mirror 
Farmers  Group 

19.6       256  6.8 
19.6       257  1.5 
19.6       258  -64.1 
19.5       259  5.2 
19.4       260  25.5 

17.1  328  17.0 

15.2  445  8.5 
12.4       660  10.1 
15.7      415  29.9 

14.3  522  24.0 

*For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five-year 
average  annual  increase  in  prices  was  7  1%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National 
Product,  which  measures  inflation  in  all  seaors  of  the  economy.    tLatest  12-months.    P-D:  profit  to  deficit. 
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Who's  where  in  growth 


I 


Earnings  per  share 

Sales 

Earnings  per  share 

Sales 

« 

1 

J 
I 
t 

s 

k 
I 
1 

i 
1 

B 
). 

i 
t 

Company 

5-year             80t  vs 
average*  rank  1977-79 

5-year             80t  vs 
average*  rank  1977-79 

Company 

5-year             80t  vs 
average*  rank  1977-79 

5-year  80t 
average*  rank  197' 

Imperial  Corp  of  Am 
Bucyrus-Erie 
Piedmont  Aviation 
Acme-Cleveland 
R  H  Macy 

19.4%    260  -24.9% 
19.4       262  -7.9 
19.4       263  1.5 
19.3       264  43.2 
19.3       264  55.4 

20.6%    171  39.2% 
17.9       270  -2.5 
17.6       291  60.2 
15,4       424  42.6 
10.8       771  31.5 

Gordon  Jewelry 
Continental  Corp 
Marathon  Oil 
IntI  Flavors  &  Frag 
Coming  Glass  Works 

16.9%    326  12,3% 
16,8       327  -10,8 
16  8       328  64,3 
16  8       329      19  7 
16.8       330  4,S 

16.1%    386  56 

11.3  736  IC 

21.4  158  53 
15  9       398  2: 

8  1       919  1= 

McGraw-Hill 
Dillon  Companies 
Dorsey 
Travelers 
Vulcan  Materials 

19.2       266  30.1 
19  1       267  -3.0 
19.1       268  13.2 
19.1       269  12.5 
19.1       269  32.1 

10.5       789  27.5 

20.4  180  44.1 

20.5  177  36.9 
11.2       740  16.6 

13.6  567  18.9 

American  Can 

LTV 

Norton 

Reeves  Brothers 
Kaneb  Services 

16,7       331  -25,4 
16.7       331  348.8 
16.7       331  35.0 
16.7       334  21.5 
16.7      335  69.2 

11.3       737  IS 
8.6      887  29 

15.9       395  2; 
9.3       857  3 

36. 1        36  6C 

Seaboard  Allied  Milling 
General  Dynamics 
Ex-Cell-O 
Heck's 

Norfolk  &  Western  Ry 

19.0       271  -19.5 
19.0       272  150.2 
18.9       273  8.9 
18.9       274  38.4 
18.9       275  52.5 

8.7      878  33.3 

13.5  582  33.8 

15.6  416  38.2 
22.4       137  39.0 

5.9       980  21.3 

Central  Louisiana  Engy 
Gt  Western  Financial 
Seaway  Food  Town 
Martin  Marietta 
Pay'n  Save 

16.7      336  85.9 
16.7       336  ^0.8 
16.6       338  33.9 
16.6       339  29.5 
16.6       340  8.7 

38.7        23  9y 
16.7       354  3: 

13.4  587  21 

10.5  784  41 
25.2        90  21 

Crouse-Hinds 
Alco  Standard 
North  American  Coal 
Perini 
Blount 

18.8       276  33.0 
18.8       277  15.0 
18.8       278  30.8 
18.8       278  35.8 
18.8       280  28.3 

20.5       176  22.6 
15.1       459  43.3 
16.9       346  40.1 
16.0       387  76.4 
9. 1       868  30.9 

United  States  Shoe 
Longs  Drug  Stores 
PepsiCo 

Colonial  Penn  Group 
Marsh  &  McLennan  Cos 

16.6      341  45.7 
16.5      342  23.0 
16.5       343  24.0 
16.5       344     -9  6 
16.5       345  25.6 

12.5      658  3C 
17.9       273  2S 
19  6      201  31 
23.2       117  21 
16.1       380  31 

Kerr  Glass  Mfg 

Mallincktodt 

Missouri  Pacific 

Federal  Co 

Pay  Less  Drug  NW 

18.7       281  -7.1 
18.7       282  8.6 
18.7       282  14.1 
18.6       284  ^4.4 
18.4       285  27.5 

11.7       711  28.8 
16.7       351  19.7 
14.2       526  25.3 
15.9       398  38.5 
19.4       210  64.6 

Dana 

J  P  Stevens 
Tyler 

Flowers  Industries 
Westinghouse  Electric 

16.4       346  -35.2 
16,4       347  8,0 
16.4       348  -6,8 
16.4       349  8.2 
16.4       350  33.8 

18.3       258  n 
94       848  1; 
15.5       420  3C 
20.9       166  1: 
5.0       996  2; 

W  W  Grainger 
Idle  Wild  Foods 
Roper  Corp 
Time  Inc 
General  Signal 

18.4       286  10.2 
18.4       287  2.9 
18.3       288  -60.9 
18.3       289  3.0 
18.1       290  31.1 

19.2      221  26.3 
10.1       809  32.9 
7.3       942  0.0 
209       163  53.0 
22.0       144  35.7 

Avnet 
Nashua 

Republic  Finl  Svcs 
Crown  Cork  &  Seal 
Emhart 

16.3       351  59.1 
16.3       352  -3.2 
16.3       353  2.1 
16.3      354  20.0 
16.3       354  -10.0 

15.2       446  5: 
17,0       334  It 
16,8       349  1; 
14,4       506  V, 
36,6        32  28 

t 

I 

4J 

Kroger 
Thiokol 
Perkin-Elmer 
Texas  Instruments 
Jack  Eckerd 

18.0       291  18.4 
18.0       292  16.1 
18.0       293  78.3 
18.0       293  42.2 
18.0       295  31.1 

12.6       649  25.2 

12.6  648  18.7 

21.7  149  82.2 
17.6       288  49.4 
24.4       100  35.1 

BrowTi-Forman  Dist 
General  Cinema 
Gibraltar  Financial 
Allen  Group 
H  F  Ahmanson 

16.2       356  91.7 
16.2       357  10.4 
16.2       357  P-D 
16.2       359  0.3 
16.2       360  -42.8 

11,7       708  5: 

17.1  324  It 

23.2  120  4; 
11,0       751  1^ 

19.3  213  2^ 

: 
D 

Revlon 

Riegel  Textile 
American  Natl  Ins 
Knight-Ridder  News 
Oklahoma  Natural  Gas 

18.0       295  23.4 
18.0       297  32.0 
17.9       298  10.2 
17.9       299  18.1 
17.9       300  6.1 

22.1       141  43.5 
9.8      823  28.9 
10.6      783  13.2 
15.9       397  22.1 
32.3        51  37.0 

Amer  Hospital  Supply 
Weis  Markets 
Celanese 

Intl  Minerals  &  Chem 
Motorola 

16.2       360  34.1 
16.1       362  22.9 
16.0       363  1.1 
16.0       364  33.4 
16.0      365  33.2 

16.0       387  2; 
13.4       584  2^ 

10.8  768  2C 
14.3      521  3f 

12.9  632  3; 

L 
t 

k 

Handy  &  Harman 
PennCorp  Financial 
American  Express 
Gaiwett 

United  States  Gypsum 

17.8       301  115,7 
17.8       302  3.0 
17.7       303  21.3 
17.7       304  28.6 
17.6       305  -1.7 

12.0       689  54.4 
17  4       300  44.5 
16.2       376  30.1 
21.0       161  52.3 
12.4       662  8.7 

Rainier  Bancorp 
Levitz  Furniture 
Paine  Webber 
Upjohn 
Westvaco 

16.0       365  10.7 
16.0       367  -6.8 
16.0       367  -55.9 
16.0       367  34.6 
16.0       370  28.1 

17.5       295  5: 
8.4       896  ; 
26.1        84  11: 
15.4       429  2! 
12.1       680  2: 

c 

1: 

c 

Universal  Leaf 
Gulf  &  Western  Inds 
K  mart 

City  Investing 
Marsh  Supermarkets 

17.6       306  36.4 
17.6       307  48.6 
17.5       308  -17.9 
17.5       309  2.8 
17.4       310  13.3 

8.5       889  28.0 
16.9       345  20.9 
18.8       238  20.7 
15.6       418  33.7 
11.4       728  20.0 

Amerada  Hess 
United  Refining 
Rexnord 
Potlatch 
Murphy  Oil 

15.9       371  99.1 
15.9       371  ^.5 
15.9       373  -12.0 
15.8       374  ^3.4 
15.8       375  117.0 

19.2  218  4^ 
20.1       184  5^ 
14.6       493  H 

11.3  735  ^ 
17.6       292  4: 

Empire 

Provident  Life  &  Acc 
Shell  Oil 
Sun  Company 
Sonoco  Products 

17.3       311  36.1 
17.3       312  15.6 
17.2       313  58.9 
17.1       314  75.5 
17.1       315  31.6 

28.3  66  121.0 
7.5       932  7.7 

17.4  303  60.0 

24.1  104  50.6 

14.2  529  37.3 

Control  Data 
Genuine  Parts 
Pillsbury 

Carson  Pirie  Scott 
Joy  Manufacturing 

15.8       376  52.2 
•15.8       377  26.1 
15.7       378  31.5 
15.7       379  -12.1 
15.7       379  27.8 

13.7       558  3^ 
17.0       334  2; 

1 7.3  309  7i 
5.6       986  ( 

14.4  502  2! 

Hoover  Universal 
Circle  K 
Rose's  Stores 
H  I  Heinz 

Deluxe  Check  Printers 

17.1       316  -38.0 
17.1       317  95.5 
17.1       318  13.2 
17.1       319  41.0 
17.0      320  33.2 

15.3  434  13.2 
19.5       206  59.4 

8.4       902  4.5 
12.2       678  43,1 

15.4  429  29.1 

A  C  Nielsen 
Colt  Industries 
UAL 

InterNorth 

Texas  Commerce  Bshs 

15.7       381  19.4 
15.7       382  15.0 
15.7       383  P-D 
15.7       384  46.3 
15.6       385  40.5 

17.7       282  4< 
15.2       443  1: 
12.9       630  3' 
20.1       187  4: 
28  1         69  61 

t 

s 

i 

Walt  Disney 
Naico  Chemical 
Maryland  Cup 
Walgreen 
Lubrizol 

17.0       321  37.4 
16.9       322  34.6 
16  9       323  32.6 
16  9       323  46.4 
I6.s>       325  48.1 

14,8       480  26.6 

16.1  385  22.5 
16.6       362  34.8 

6.6       963  22.1 

16.2  377  44.2 

GK  Technologies 

Sysco 

Ametek 

Connecticut  General 
Leaseway  Transportation 

15.6       3«6  75.0 
15.6       387  56.8 
15.5       388  6.8 
15.5       388  20.2 
15.5       388  13.4 

15,4       432  3: 
19,0       227  4! 

12.0  691  1- 

13.1  611  1: 
13,7       565  IJ 

4 

it 

'For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  fi\'e-yi 
average  annual  increase  in  prices  was  7  1%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  .Vatio» 
Product,  which  measures  inflation  in  all  seaors  of  the  economy    tLatest  12-monthis.    P-D:  profit  to  deficit 
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Wl 
If 

Earnings  per  share 

Sales 

Earnings  per  share 

Sales 

impany 

5-year             80t  vs 
average*  rank  1977-79 

5-year             80t  vs 
average*  rank  1977-79 

Company 

5-year             80t  vs 
average*  rank  1977-79 

5-year             80t  vs 
average"  rank  1977-79 

indard  Oil  Indiana 
alone  &  Hyde 
xurity  Pacific 
ndix 

l;d  Meyer 

15.57o    391  56.5% 
15,5       392  30,3 
15.5       iyS  24.4 
15.5       394  27.1 
15.5       394  -9.3 

18,6%    249  55,0% 

17.4  297  37,3 

16.8  347  60,4 

10.5  784  7.2 

15.9  394  24.2 

Magic  Chef 
National  Gypsum 
Santa  Fe  Industries 
Emerson  Electric 
Campbell  Taggart 

14.4%    455  -86.5% 
14.3       457  0.0 
14.3       458  42.8 
14.3       459  27.3 
14.3       460  19.3 

15.3%    439  81.4% 
8.4       899  0.8 
13.4       588  40.5 
18.7       242  39.4 
12.9       625  22.0 

( 

lercantile  Texas 
[leghany 
[nCal  Tri-State 
amond  Shamrock 
abody  IntI 

15.5       396  25.5 
15.5       397  36.4 
15.5       398  -9.4 
15.5       398  8.3 
15.4       400  4.0 

41.4        16  67.3 
41.8         14  139.7 
7.9       922  39.4 
20.2       183  60.1 
20.6       172  31.2 

Minn  Mining  &  Mfg 
Di  Giorgio 
Schering-Plough 
Western  Bancorp 
R  R  Donnelley  &  Sons 

14.3       461  22.7 
14.3       462  -18.8 
14.3       462  27.0 
14.3       464  22.3 
14.2       465  21.1 

13.4       588  26.6 
11.4       727  -3.1 
14.6       491  47.2 
13.9       547  52.5 
14.9       472  35.1 

1 
1 

iopwell 

eal  Basic  Inds 

iuthland 

lion  Camp 

Uogg 

15.4       401  72.9 
15.3       402  32.7 
15.3       402  13,0 
15.3       404  23.7 
15.3       405  20.7 

7.8      925  22.1 
11.5       724  14.4 
17.9       274  44.7 
11.4       728  26.1 
14.0       541  23.0 

Trane 

Emery  Air  Freight 
Norris  Industries 
Zayre 

CPC  International 

14.2       465  43.7 
14.2       467  --6.7 
14.2       468  -39.8 
14.2       469  20.5 
14.2       470  23.2 

12.0       691  34.7 
19.4       208  27.4 
10.7       778  -1.1 
7.2       944  13.3 
10.0       812  22.9 

J 

neral  Mills 

laker  Oats 

irth  Amer  Philips 

rg-Warner 

A 

15.3       406  27.5 
15.3       407  29.2 
15.2       408  3.3 
15.2       409  -1.5 
15.2       410  28.8 

15.1       458  29.9 

12.6  651  42.9 
20.1       185  18.0 

9.5       844  13.9 

16.7  356  21.6 

Standard  Oil  Calif 
Dennison  Mfg 
Caterpillar  Tractor 
Springs  Mills 
Delta  Air  Lines 

14.1       471  77.0 
14.0       472  -1.4 
13.9       473  -10.6 
13.9       474  31.1 
13.9       475  -11.0 

19.6       203  57.3 
14.1       538  18.9 
14.6       493  13.5 
9.3       853  25.3 
16.4       .365  51.2 

ills  Fargo 
nkAmerica 

'S 

leport  Minerals 
S  Bancorp 

15.2       411  5.6 
15.1       412  27.6 
15.1       412  -3.5 
15.1       414  176.7 
15.1       414  22.3 

16.7      356  57.0 
18.7       242  61.1 
15.0       469  22.1 
15,2       444  67,3 
15,7       410  44.4 

First  City  Bancorp 
Georgia-Pacific 
Bristol-Myers 
Illinois  Tool  Works 
Waldbaum 

13.9       476  36.0 
13.9       476  -16.5 
13.8       478  27.1 
13.8       479  21.1 
13.7       480  21.1 

24.7         96  72.1 
16.2       379  14.5 
12.0       688     24,3  ' 
13,4       585  16.9 
14.2       524  24.6 

i 

1 

ssna  Aircraft 
tshey  Foods 
den 

liversal  Foods 
inffer  Chemical 

15.1       416  -30.5 
15.1       416  21.4 
15.1       418  14.3 
15.1       419  -17.1 
15.1       420  2.4 

17.6      290  29.4 
13.9       545  47.5 
6.9       953  15.7 
19.8       194  45.4 
14.5      498  20.3 

McCormick 

Nationwide 

Curtice-Burns 

So  Natural  Resources 

Anderson,  Clayton 

13.7       481  18.3 
13.7       482  21.4 
13.7       483  -1.7 
13.7       483  29.2 
13.7       485  19.9 

16.4       367  29.3 

10.7  776  5.3 
27.4         74  41.1 

19.8  192  58.9 
6.8       956  25.7 

: 

1 

snomics  Laboratory 
in  Traffic 
iKALB  AgResearch 
ipeland 

:w 

15.0       421  15.9 
15.0       421  11,7 
15.0       423  28,1 
15.0       424  45.1 
15.0       425  15.5 

16.3  375  41.4 
17.7      281  25.4 
18.0      269  30.2 

11.4  726  23.5 
13.2       609  26.1 

PPG  Industries 
Continental  Group 
First  Intl  Bshs 
New  York  Times 
Parker-Hannifin 

13.7       485  29.7 
13.6       487  31.8 
13.6       488  31.5 
13.6       488  55.6 
13.6       490  17.2 

12.1       683  11.4 
9.0       872  14.1 

23.0  123  66.5 
9,6       832  29,6 

17.1  324  50,6 

II  Corp 
Troughs 

public  New  York 
tco  Chemical 
adway  Express 

15.0       426  23.5 
14.9       427  8.8 
14.9       427  120.4 
14.9       429  14.7 
14.9       430  27.8 

16.7       356  27.6 
13.5       575  21.0 
36.1         37  150.2 
15.0      465  43.6 
16.7       360  18.3 

First  Charter  Finl 
Avery  International 
Lincoln  National 
Allied  Stores 
Interpace 

13.5       491  -.53.2 
13.5       492  22.2 
13.5       492  13.0 
13.4       494  -4.4 
13.4       494  -26.8 

18.8       236  31.1 
16.2       377  24.0 
13.1       619  19.9 
5.8       981  7.1 
6.4       968  13.4 

che  Group 
public  Natl  Life 
erry 

uthwest  Forest  Inds 
public  of  Texas 

14.9       431  296.0 
14.8       432  12.3 
14.8       433  21.1 
14.8       434  3.9 
14.8       435  19.9 

16.3       374  96.8 
3.9     1010  -4.0 
10.2       804  21.8 
11.7       713  17.4 
22.7       130  77.8 

Kidde 

Dun  &  Bradstreet 
IC  Industries 
IBM 

Southern  Railway 

13.4       494  33.6 
13.4       497  36.6 
13.3       498  10.5 
13.3      498  13.9 
13.3       500  26.6 

14.4  505  32.9 

12.5  658  44.0 
19.4       212  47.9 
13.1       613  22.0 

10.6  782  24.5 

ick  &  Decker 
iw  Jones 

•St  Point-Pepperell 
meywell 

mson  &  Johnson 

14.7      436  26.6 
14.7       437  18.8 
14.7       438  55.8 
14.7       439  13.5 
14.7       440  26.5 

17.0       341  45.0 
15.7       408  35.3 
14.7      484  37.7 
8.6       885  32.7 
16.7       360  30.9 

Carnation 
Equitable  of  Iowa 
Flickinger 
Seafirst 
Del  E  Webb 

13.2       501  23.6 
13.2       501  27.1 
13.2       501  27.0 
13.2       501  19.4 
13.2      505  -23.2 

10.7       777  21.1 
13.4       591  49.0 
17.2       311  18.7 
18.1       266  64.3 
8.1       920  5.7 

)bil 

Iley  Natl  Bk  Ariz 
orge  A  Hormel 
Northern  Nekoosa 

r-o 

14  6       441  101.9 
14  6       441  36.6 
14.6       443  52.2 
14.6       444  35.4 
14.6       445  41.2 

22.6  132  ,53.4 

14.7  487  59.6 
8.2       915  4.7 

15.1       460  32.0 
8.2       912  19.5 

Rollins 

Becton,  Dickinson 
Louisiana-Pacific 
Tecumseh  Products 
Crocker  National 

13.2       506  33.7 
13.1       507  14.3 
13.1       507  -15.2 
13.1       509  -11.3 
13.1       510  8.0 

12.9       630  38.7 
15.1       450  35.3 
23.0       125  15.9 
9.8       821  1.0 
15.9       395  59.9 

rle  M  Jorgensen 
tinwalt 

no  Star  Industries 
ties  Service 
llamette  Inds 

14.6       445  19.3 
14.5       447  -5.7 
14.5       448  29.2 
14.5       449  110.8 
14.5       450  12.8 

10.9       758  19.8 
12.1       685  23.8 
9.3      854  -3.1 
17.9       272  45.4 
18.6       249  19.2 

Godfrey 

American  Brands 
Combined  Internatnl 
McDonough 
Pettibonc 

13.1       510  7.7 
13.1       512  66.4 
13.0       513  16.0 
13.0       514  -16.1 
13.0       515  -18.9 

12.0       691  17.4 
9.7       827  25.6 

12.9       626  25.1 
9.4       847  9.8 

12.6       653  22.6 

Louis-San  Fran  Ry 
inley  Works 
rsco 

neral  Foods 
lehauf 

14.5       451  39.7 
14.4       452  4.4 
14.4       453  0.5 
14.4       454  7.3 
14,4       455  -48,5 

9.4       850  27.2 
11.8       703  21.1 
14.4       511  29.4 
12.4       666  14.0 
19.4       208  0.0 

Ralston  Purina 
Deere 

McGraw-Edison 

Merck 

Koppers 

12.9       516  14.4 
12.9       517  -20.3 
12.9       518  -17.4 
12.9       519  28.0 
12.9       520  -19.0 

11.1  745  18.1 
15.8       403  24.9 

11.2  741  92.8 
12.7       645  30.7 
15.0       468  21.5 

*For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five-year 
average  annual  increase  in  prices  was  7.1%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National 
I'roduct,  which  measures  inflation  in  all  seaors  of  the  economy.    tLatest  12  months. 
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Who's  where  in  growth 

Earnings  per  share 

Sales 

Earnings  per  share 

Sales 

Company 

5-year             80t  vs 
average*  rank  1977-79 

5-year             80t  vs 
average*  rank  1977-79 

Company 

5-year             80t  vs 
average*  rank  1977-79 

5-year             80t ' 
average*  rank  1977 

ipiny 

Nabisco 

Echlin  Manufacturing 
Sigmor 

Dow  Chemical 
Chesebrough-Pond's 

12.8%    521  29.5% 
12.8       522  -58.0 
12.8       523  99.2 
12.7       524  19.1 
12.7       525  37.2 

8.3%    909  12.7% 
17.0       342  10.1 
37,7        27  169.7 
17.2       314  38,1 
16.4       369  35.3 

Avon  Products 
National  Svc  Inds 
Dibrell  Brothers 
Texas  Gas  Transmn 
Clark  Equipment 

11,3%    586  5,6% 
11.3       586  43.5 
11.2       588  0.7 
11,2       589  38,9 
11,2       590  -24,4 

12.3%    669  24 
8.5       891  29 
10.2       801  8 
18.2       260  59 
6.0       977  7 

iOil 

iitvNiiU 
\ 

iK'ilKr 
iin-lVirn 

Gould 

Super  Food  Services 

Square  D 

FMC 

Ryan  Homes 

12.7      526  -23.1 
12.6      527  -2.0 
12,6      528  13.0 
12.6       529  2.6 
12.5       530  -0.5 

24.6  98  14.7 

17.7  285  36.3 
13.5      577  29.9 

9.6      837  22.0 
17.0      337  8.0 

Northwest  Energy 
Gifford-Hill 
E  1  du  Pont 
Consolidated  Edison 
Stanadyne 

11,2       590  42,6 
11,2       592  -25.4 
1 1.1       593  -6.3 
11.1       594  8.0 
11. 1       595  -19.8 

28.2        68  43 
15.9       400  51 
12.9      628  22 
10.7       774  21 
13.1       618  12 

lo«Frei{li 
(mollis  1 
kin 

tePiodiic 

Insilco 

Jefferson-Pilot 
Michigan  National 
CBl  Industries 
Amer  Hoist  &  Derrick 

12.5       531  19.8 
12.5       531  13.4 
12.5       533  ^.1 
12,4       534  18.0 
12.4       535  18.0 

8.2       914  33.1 
10.4       793  15.3 
15.4       424  38.4 

7.4       938  15.0 
11.3       734  24,2 

USLIFE 
Masonite 

Suburban  Propane  Gas 
May  Dept  Stores 
Whirlpool 

11.1       596  3.7 
11.0       597  -19.1 
11.0       598  41.9 
11.0       599  -1.6 
10.9       600  -129 

11.9       699  21 
11.6       714  1 
20.8       168  66 
10.3       798  17 
6.3       969  5 

ta'ei-Bus 
[to 

m.toLi 
IJOITBW 

Briggs  &  Stratton 
Giant  Food 
Union  Oil  California 
Trans  Union 
Dart  &  Kraft 

12^      536  21.8 
12.3      536  -0.2 
12.3      536  53.0 
12.3       539  19.4 
12.2       540  12.5 

13.7       561  49.2 

10.2  802  27.7 
15.1       460  46.8 

17.3  305  23.0 
9.6      832  19.6 

Kerr-McGee 
Ethyl 

Scott  &  Fetzer 
National  Distillers 
Hannaford  Bros 

10.8       601  28.7 
10.8       602  -3.1 
10.8       602  -17.0 
10.8       604  -14.5 
108       605  24.2 

17.8       275  42 
12.8       636  19t 
15,4      426  30 
8,2      911  131 
13,3       594  20l 

BBOSl'McK 

(riunTel 

iliiogtonN 
itnii 

Continental  Illinois 
American  Home  Products 
Browning-Ferris  Inds 
SEDCO 

General  Electric 

12.2       541  26.7 
12.2      542  23.9 
12.2       542  38.1 
12.2       542  14.0 
12.2       545  19.6 

19.5      205  86.7 
10.9      756  20.7 
11.2      738  40.7 
19.4      211  2.0 
11.4      730  21.6 

Transway  Intl 
AMAX 

American  Greetings 
Beatrice  Foods 
Pfizer 

10.7       606  -28.9 
10.7       607  131.5 
10.7       608  12.0 
10.7       608  9.7 
10.7       608  17.4 

9,7       830  41 

14.8  479  511 
11,7       706  20 
15,3       439  15 

12.9  632  23 

tomBiice 
iWrijIevIt 
ildlelecot 
Boi.Vadon 

Dayco 

Northwest  Bancorp 
Procter  &  Gamble 
International  Paper 
Lowe's  Companies 

12.1       546  ^3.0 
12.1       547  22.7 
12.0       548  25.9 
12.0       549  -24.7 
12.0       549  -19.2 

11.1  743  12.6 

17.2  319  53.8 
14.4      510  33.7 
10.8      765  20.8 
17.2      314  10.5 

Bemis 
Crane 

Certain-teed 

Timken 

Polaroid 

10.7       611  -28.0 
10.7       611  -12.6 
10.7       613  -98.2 
10.7       613  12.4 
10.6      615  -0.1 

5.5      988  1 
6.3       972  17 
12  5      654  C 
13.8       549  Ig 
13.0       621  U 

mCotp 
IDwoit 

IKO 

iyCotp 

Eli  Lilly 

Central  Steel  &  Wire 
Weyerhaeuser 
Capital  Holding 
Transco  Companies 

12.0       551  20.5 
12.0       552  -31.8 
12.0       552  -5.6 
12.0       554  17.8 
12.0       554  56.2 

14.1       538  32.4 
12.4       661  1.6 
13.1       616  18,5 
8.4       902  10.0 
19.7       198  107,9 

Armco 

Rockwell  Intl 
Ark  Louisiana  Gas 
Owens-Illinois 
Champion  Intl 

10.6       616  32.0 
105       617  36.8 
10.5       618  40.9 
10.5       619  31.8 
10.5       620  -18.7 

11.9       695  23 
11.8       704  U 
17.3       305  62 
11.1       746  11 
9.8       820  7 

Hiltilooi 

nliciiiieis? 
{yen  Gto 
rfinviile 

Sign  ode 

A  E  Staley  Mfg 

Coca-Cola 

McDermott 

Eagle-Picher  Inds 

11.9       556  4.7 
11.9       557  197.2 
11.9      558  10.8 
11.9      559  -34.0 
11.9      560  -8.9 

12.9      628  15.7 

19.8  191  31.9 

14.1  534  31.8 

33.2  45  32.8 

10.9  757  3.1 

NLT 

)  P  Morgan 
F  W  Woolworth 
National  City 
Wachovia 

10.5       620  9.8 
10.4      622  29.9 
10.4       623  17.0 
10.4       624  7.9 
10.4       624  20.3 

9.7       828  2C 
1 7.0       340  83 
10.7       779  IC 
18.3      256  6J 
11.7      708  53 

mSinioii 
tiltj 

UKoiiili 
fbtnetjy 

Texas  Eastern 
ACF  Industries 
Scott  Paper 
Citicorp 
Eaton 

11.8       561  39.4 
11.8       562  36.8 
11.8       562  31.9 
11.7       564  21.1 
11.7       565  -A.l 

21.6       153  71.1 
13.3       596  19.6 
12.3       669  18.7 
20.5       179  70.7 
13.3       599  17.3 

Seagram 
Nash  Finch 
Maytag 
Textron 

Olympia  Brewing 

10.3       626  25.5 
10.2       627  -3.7 
10.1       628  4.0 
10.1       629  2,1 
10,1       630  -50,0 

6.3       971  8 
14.7       488  2i 
9,6       832  10 

10.0  814  11 

17.1  332  ; 

iWusiiies 
W  Brands 

lillVllldlB 

Kings  Dept  Stores 
Liquid  Air  of  No  Amer 
Panhandle  Eastern 
Cannon  Mills 
Lucky  Stores 

11.7       566  ^5.6 
11.7       567  6.5 
11.7      567  27.5 
11.7      569  8.7 
11.6      570  8.9 

13.1       616  7.7 
15.4      426  27.3 
23.4       114  50.8 
8.5       889  15.4 
15.3      434  33.1 

Exxon 

Longview  Fibre 
Richardson-Merrell 
White  Consolidated 
Anchor  Hocking 

10.1       631  82.5 
10.1       631  -40.1 
10.1       633  40.5 
10.1       633  -14.1 
10.1       635  -15.1 

17.2       312  5; 
11.7       706  2, 
13.5      582  3 
13.2      603  2 
13.5      580  11 

iinlnJistii 
»l 

few  Brook, 
tlteil 

Consol  Natural  Gas 
Winn-Dixie  Stores 
Brown  Group 
Athlone  Industries 
Xerox 

11.6       571  -5.8 
11.6       572  !3.4 
11.6       573  28.5 
11.6       574  -61.5 
11.5       575  22,8 

17.0       343  41.9 

15.0  464  25.6 
9.7       824  21.8 
5.9       979  9.7 

15.1  455  31.3 

Harvey  Hubbell 
Coastal  Corp 
First  Bank  System 
Merrill  Lynch 
Campbell  Soup 

10.0       636  32.5 
.10.0       637  37.4 

10.0       637  21.5 
9.9       639  128.6 
9.9       640  15.6 

14.1  538  4: 
38.5        24  5' 
15.3       434  5' 

17.2  320  7, 
10.1      810  3: 

''Smicelod 
IICO 

Stone  Container 
Dillingham 
Fleming  Companies 
H  H  Robertson 
Consolidated  Foods 

11,5       576  92.9 
11.5       577  135.5 
11.5      578  28.0 
11.5      578  62.4 
11.5       580  30.3 

13.0      624  25.8 
8.7       882  33.7 

15.8       406  21.1 
7.2       945  39.2 

13.6      569  46.9 

Mercantile  Stores 
Pittsburgh  National 
Hanna  Mining 
Louisiana  Land 
Manufacturers  Hanover 

9.9       640  -3.6 
9.8       642  30.2 
9.7       643  9.0 
9.7       644  43.1 
9.6       645  17.4 

12.3       674  1 
16.3       371  r< 
8.6      883  1 

24.8  94  6i 

18.9  229  7 

"Wilfiiuac 

•Cjtdide 

%« 

"■'fniitioiu 

Butler  Manufacturing 
Dravo 
Irving  Bank 
Borden 

Hammermill  Paper 

11.4       581  -11.4 
11.4       582  -16.0 
!!.3       583  49.1 
11.3       584  7.9 
11.3       584  56.1 

12,4       663  6.0 
12.3       674  17.6 
13.2       609  75.0 
7.8       923  20.0 
14.2       529  25.1 

Toro 

Federated  Dept  Stores 
Central  Tel  &  Urils 
Ferro 

Chromalloy  American 

9.6       646  P-D 
9.6       647  30.1 
9.6       648  12.4 
9.6       649  9.5 
9.5       650  -15.7 

18.4       254  3 
12.3       672  1! 
15.7      412  31 
14.9       472  3j 
15.0       463  11 

fi  Electric 

'For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five-y 
average  annual  increase  in  prices  was  71%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  Natia 
Product,  which  measures  inflation  in  all  seaors  of  the  economy.    tLatest  12-months.    P-D:  profit  to  deficit. 
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Hio's  where  in  growth 


Sales 

Earnings  per  share 

Sales 

Earnings  per  share 

Sales 

t'  lank  1!) 

apany 

5-year             80t  vs 
average*  rank  1977-79 

5-year             80t  vs 
average'  rank  1977-79 

Company 

5-year             80t  vs 
average*  rank  1977-79 

5-year            80t  vs 
average*  rank  1977-79 

.  669  1 
891  1 
801 

260  i 
977 

«Oil 

trty  Natl  Life 

r 

Walter 
vart-Wamer 

9.5%    650  53.7% 
9.5       650  10.5 

7.3  VJO      — Ho.O 

9.4  654  -15.5 
9.4       654  -7.5 

13.9%    545  30.6% 
9.4       848  17.9 

y.o  o/.V 

10.2       806  19.4 
7.6       929  3.9 

Holiday  Inns 
Intl  Harvester 
Dean  Witter  Reynolds 
General  Tel  &  Elec 
McDonnell  Douglas 

7.7%    716  57.4% 
7.7       717  P-D 

77            71Q  ir\ll 

/./        /18     101. 1 
7.6       719  -30.4 
7.6       720  -7.8 

6.2%    975  26.3% 

9.5  841  -7.5 

TIC         1 1 A  ono 
22.5        1J4  oU.O 

11.7        712  14.8 

9.6  831  36.4 

68  t 
400  i 
628  i 
774  ) 
618  1 

699  i 
714 

168  i 
798  1 
969 

ow  Freight  System 
Reynolds  Inds 
beam 
ional  Can 
bar  Products 

9.4      654  -39.7 
9.4       657  32.8 
y.4        03/  U./ 
9.4       659  96.7 
9.3       660  14.0 

17.3  305  5.3 
15.8       406  37.2 

12. J         O/Z  lU.J 

14.4  511  29.8 
10.8      765  23.3 

Wisconsin  Public  Svc 
ARA  Services 
Robertshaw  Controls 
Oscar  Mayer 
Hobart 

7.6      720  7.6 
7.6      722  16.4 
7.5      723  -14.1 
7.5      724  -18.3 
7.5       725  14.8 

16.7      359  24.1 
14.1       536  59.1 
10.7       779  14.8 
9.4      850  25.0 
11.5      721  19.3 

leuser-Busch  Cos 

rco 

blein 

tern  Air  Lines 
HOITBANK 

9.3       661  42.4 
9.3       662  15.1 

9.3       663  P-D 
9.3       665  -11.5 

13.7      558  39.2 

10.7  774  16.9 

O  7         fl'JA        1  Q  n 
V./          oZ**  io.U 

13.8  550  18.7 
14.4       502  46.0 

New  England  G  &  E 

Clorox 

squiDo 

Minnesota  Gas 
Chemical  New  York 

7.4       726  18.2 
7.4       727  -2.6 
7.4        728        1. 1 
7  A       729  1.7 
7.3       730  37.5 

12.5      655  29.6 
12.2      679  -23.5 

ct               do  111 

9.2       obi  lj.2 
22.4       136  28.4 
17.1       324  63.3 

27S  1 
636  1 
426  ' 
911  1 
594  1 

most-McKesson 
irican  Tel  &  Tel 

hington  National 
terau 

9.'2      666  -0.5 
9.2      667  6.4 
y.z       oo/  oo.D 
9.2       669  16.7 
9.2      670  19.8 

8.5      888  16.9 

11.6  717  19.0 

20.5       175  2.2 

12.7  644  22.8 

St  Regis  Paper 
National-Standard 
Cal-Maine  Foods 
Crown  Zellerbach 
American  Petrofina 

7.3      731  29.2 
7.2       732  -56.4 

7  T         Til  r> 

/.z        /5S       r— U 

7.2       734  -24.4 
7.2      735  98.1 

13.4       588  17.7 
9.9      816  5.5 

lO.o        j/j  -9.4 

12.7      645  19.2 
18.4      255  52.1 

830 

479  ; 
706  1 
439  1 
632  i 

et 

:ourt  Brace  Jovan 
Wrigley  Jr 
ed  Telecom 
on  National 

9.2      671  -95.6 
9.2       672  53.5 
y.i        o/j    —  iH.i 
9.1       674  -3.3 
9.0      675  29.8 

23.1       121  11.8 
16.8       350  21.5 

1 1  ft         A'^R       0 1  7 

I  z,.  0           O  JO        Z  1  .  / 

13.8       554  31.7 
11.4       732  71.4 

General  Motors 
Northwest  Airlines 
Eastern  Gas  &  Fuel 
Electronic  Data  Syst 
Turner  Construction 

7. 1       736  P-D 
7.1       737  -95.7 

7  1           7'5fl         71  O 

7.0       739  43.9 
7.0      740  66.6 

12.3      667  -6.3 
13.9       548  48.3 

1  1  0          Afkft         07  Q 

17.8       279  85.4 
10.8       771  76.9 

988 
i  972  1 

)  OH 

!  549  i 
0  621  1 

re  Corp 
Detroit 
leco 
IB 

fty  Corp 

9.0      676  19.3 
9.0      677  5.3 

9.0      679  31.8 
9.0      679  30.4 

14.2      524  29.4 

10.8  768  49.8 

17  7         'J  fid       ACl  7 
L  /  .  r           ZO*l        ^■[J.  1 

12.9  635  66.7 
12.2      676  22.8 

ENSERCH 

W  R  Grace 

Federal  Paper  Board 

Texasgulf 

First  Natl  Boston 

7.0      741  64.1 
7.0       741  40.5 

7  n          7A'X         420  7 

7.0       743  293.3 
6.9      745  54.1 

33.5  42  44.9 
10.2      805  30.0 

Q  A              fifiA  lift 

O.O          OOO         13. 0 

12.6  652  64.3 
17.8      279  80.4 

5   695  ! 
8  704 
3    3115  ' 

1  746  : 
i  820 

Multifoods 
ivbridge  &  Clothier 
ufacturers  National 
,  Kullen  Grocery 
s-Manville 

9.0      681  -19.2 
8.9      682  -0.3 

o.o         Ooj  U.o 

8.8      684  -58.6 
8.8      685  -46.9 

6.6      962  11.9 
9.5       845  15.9 

\  A  'X          11           AO  I 

14.0  313     ^y.  1 

14.1  537  17.2 
14.4       511  27.8 

Girard 

First  Wisconsin 
Cyclops 

Bankers  Trust  N  Y 
Kellwood 

6.9      746  26.9 
6.9       747  44.5 
D.y        /48       r— U 
6.9       749  121.6 
6.8      750  -43.9 

9.6       837  39.8 
10.4      795  45.2 

O  Q          H'J'J          1  O  7 

y.o       ozz  ly./ 
13.9      542  74.7 
8.3      906  13.9 

1  828  . 

0  340  ' 

1  779 

3  256  • 
7  7i  ■ 

( on  Simon 
i  ules 

.  Schaffner  &  Marx 
nan  Kodak 
1  les  Energy 

8.8      685  6.1 
8.7      687  -1.8 

O.t            OOO  LO.Kj 

8.7       689  34.4 
8.6       690  0.6 

10.8      770  31.9 
11.4       725  22.6 

A  n         07ft         O  7 

o.u       v/o  y./ 
12.2      676  31.6 
22.7       129  52.0 

Central  Soya 
Wisconsin  Elec  Power 
waiter  e,  neuer  inti 
Brockway  Glass 
Knudsen 

6.8       751  43.7 
6.8      752  3.5 

A  7         71'^        1  a  7 
O.  /          /  10./ 

6.7       754  2.1 
6.7       754  66.4 

7.9      921  13.3 
13.8      555  28.0 

15.0      467  28.8 
15.8      402  23.4 

3  971 
7  488 
6  832 
0  814 
,1  332 

<x  Industries 
2  Power 
ilard  Brands 

j;heny  Ludlum  Inds 

8.6       691  14.2 
8.6      692  16.6 

0  <C           AO'S         liC  1 

O.O        OVj  zo.l 

8.6      694  36.6 
8.5      695  87.1 

7.4       936  19.5 
15.8       401  18.6 

1 1  -U         /  jZ       L<5.  1 

9.9       817  9.8 
11.8       700  19.5 

B  F  Goodrich 
Mercantile  Bancorp 
Southern  Pacific 
NL  Industries 
I C  Penney 

6.5       756  -29.4 
6.5       757  33.4 

A.  A           71H           7  A 
OM          /  30  /.4 

6.4       759  51.1 
6.3      760  -26.9 

9.2      863  18.2 
17.0      339  53.2 

ft  7         Afin        1 0  8 

o.  /        oou  ly.o 
6.9       953  14.0 
10.4       791  8.7 

2  312 

,7  706 

,5  « 
1  603 

i  5«» 

iton  Industries 
i  Robins 
Jts. 

i  nckel  Brooks  Bros 
keed 

8.5      696  8.1 
8.5      697  48.1 
0.4       OVo  lo.z 
8.3      699  5.8 
8.3      699  -80.1 

27.3        75  59.0 
12.9      626  21.2 
z  1  .z       i3y     zy.  / 
10.2      802  14.6 
5.2      993  34.6 

Brooklyn  Union  Gas 
Northern  Trust 
Pacific  Lighting 
Laclede  Gas 
Consumers  Power 

6.3      761  18.6 
6.2      762  18.0 
o.z       /  o  J        u.  1 
6.2       764  7.5 
6.2      765  -16.8 

17.7  282  49.4 

10.8  763  13.4 

1 7  1         12fi  79 

16.5      363  24.5 
14.5      500  15.5 

U  S3« 

S.5  W 
53  W 
n  320 

0,1   «'»  . 

n western  Pub  Svc 
:  c  Service  Indiana 

din  Mint 
lem  Union 

8.2      701  -9.0 
8.2      702  3.0 
0.1      'Uj  lyy.u 
8.1      703  73.0 
8.1       705  52.5 

22.8  128  33.3 

16.9  344  16.6 

7  A          09ft        ^;0  1 

17.8      277  19.6 
28.0        70  44.7 

Genl  Tire  &  Rubber 
CSX 

Gray  Drug  Stores 
Monsanto 
Atlanta  Gas  Light 

6.1       766  -75.5 
6.1       767  48.9 
n.u        /  oo    — oo.o 
5.9       769  -24.2 
5.9       770  -1.5 

9.3      862  -0.5 
9.2      866  20.8 

1  fl  ^        790  9Q 

13.5      578  22.5 
17.0       334  57.4 

iT^ 

63 

8.6  »8' 
4,8 

8,9  » 

1  ehold  Finance 
n  Carbide 
riTrust 
&  Shop 
International 

8.0      706  -6.0 
8.0       707  43.5 

O.U         708  6.0 

8.0       709  -32.4 
8.0       709  -12.7 

13.3      600  29.7 
13.6      569  21.0 

1.3./        30D      4U.  1 
9.3       857  12.5 
21.5       155  93.0 

Florida  Power  &  Lt 
Saga 

^0  i\ew  t.ngiana  lei 
Armstrong  World  Inds 
Peavey 

5.9       771  5.5 
5.9       771  21.4 

^  O         771         1 1  1 

j.y       /  / 1    —1 1. 1 
5,8       774  -9.4 
5.7       775  76.1 

16.8  348  33.8 

18.9  231  32.9 

1  n  ^         7RR        1  ft  9 

lU.J         /  oo  lo.z 

9.5      842  7.9 
9.1       871  36.8 

[)h  Coors 
ja  Electric 
United 
Motor 

1  Companies 

7.9       711  11.6 
7.9       712  24.4 
7.8      713  26.2 
7.8       714  P-D 
7.8       714  42.4 

11.5      722  32.4 
19.2      217  23.1 
14.5       501  53.2 
12.1       683  -10.8 
8.8       874  12.2 

WICOR 

Southern  Calif  Edison 
Fleetwood  Enterprises 
Castle  &  Cooke 
Newmont  Mining 

5.7       775  -20.6 
5.7       777  -0.7 
5.6       778  P-D 
5.6       779  -53.9 
5.6       780  213.5 

17.1       322  30.0 

15.3  434  46.6 

16.0  392  -39.2 

14.1  534  29.3 

13.4  592  31.8 

•For  some  companies  {as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five-year 
average  annual  increase  in  prices  was  7  1%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National 
Product,  which  measures  inflation  in  all  seaors  of  the  economy.    tLatest  12-months.    P  D:  profit  to  deficit. 
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Who's  where  in  growth 

fbo's 

Earnings  per  share 

Sales 

Earnings  per  share 

Sales 

Company 

5-year            80t  vs 
average*  rank  1977-79 

5-year             80t  vs 
average*  rank  1977-79 

Company 

5-year             80t  vs 
average*  rank  1977-79 

5-year             80t ' 
average*  rank  1977 

mi 

Sears  Roebuck 
Iiigersoll-Rand 
Burlington  Inds 
Sterling  Drug 
Colgate-Palmnlive 

5.6%    780  -33.0% 
5.5       782  9.9 
5.5      783  3.4 
5.5      784  21.9 
5.5       785  -25.1 

9.3%    854  3.7% 
14.9       474  19.5 

5.0       997  16.2 
10.9       762  23.4 
14.4       509  17.9 

Univar 
Brunswick 
UMC  Industries 
Allied  Van  Lines 
Stokely-Van  Camp 

3.3%    846  35.2% 
3.3       847  -43.3 
3.2       848  -24.9 
3.1       849  111.7 
3.1       850    -16  1 

13.0%    622  22 
9.9       819  6. 
10.1       808  23 
12.1       687  20 
7.4       939  10 

mmclilfj 
ikiloMs 
lilefltit 
SiidijOi 

nnimin 

IDUIlPl) 

goEdiion 

ItlltlSt  I' 

HDilile.K 
!tN)ilSi 
DSde 
lidiini  1 
itaEnie 

Kaiser  Steel 
New  England  Electric- 
Phillips- Van  Heusen 
Continental  Tel 
Hoover 

5.4       786  472.8 
5.4      787  5.3 
5.4       788  35.7 
5.3       789  4.5 
5.3       790  26.5 

8.1       918  14.2 
11.4      730  24.6 

3.5  1014  14.6 
11.8      701  33.1 

6.6  966  20.2 

Quaker  State  Oil 
Equifax 

Long  Island  Lighting 
Rohm  &  Haas 
Cincinnati  G  &  E 

3.1       851  -11.1 
3.1       852  1.2 
3.0       853  -1.6 
3.0       854  46.4 
3.0       855  -13.0 

21.8       148  43 
8.3       909  17 
14.2       529  31 

11.0  748  28J 

15.1  455  22, 

Wisconsin  Pwr  &  Lt 
Collins  &  Aikman 
Easco 

Columbia  Gas  System 
Carter  Hawley  Hale 

5.3       790  12.2 
5.2       792    -34. 1 
5.2       793  -67.8 
5.1       794  14.5 
5.0       795  2.0 

17.0       337  25.2 
10.4       796  5.0 
13.7       564  12.0 

17.2  317  41.7 

14.3  514  26.8 

Amstar 
Diamond  IntI 
Carolina  Pwr  &  Lt 
So  Carolina  E  &  G 
Baltimore  Gas  &  Elec 

2.8       856  109.1 
2.8       857  -25.5 
2.8       858  -19.6 
2.8       859  -1.3 
2.7       860  6.1 

3.3     1016  53 
10.0       812  Uj 
17.2       313  15 
16.4       370  29 
12.7       647  25 

Indianapolis  Pwr  &  Lt 

Morton-Norwich 

Sybron 

Texas  Utilities 
Chase  Manhattan 

5.0       796  22.6 
5.0       797  15.1 
5.0       798  -0.9 
5:0       799  19.4 
4.9      800  70.2 

15.4       433  11.1 
9.9      815  32.0 
8.7       881  21.9 
19.2       219  32.2 
15.0      466  64.2 

Champion  Spark  Plug 
Pa  Power  &  Light 
Sheller-Globe 
Beneficial  Corp 
Bird  &  Son 

2.6       861  -20.1 
2.6       862  -14.9 
2.5       863  P-D 
2.5       864  -27.4 
2.3       865  -96.5 

11.0      752  15 
13.8       551  7 
14.4       504  -8 
8.2      915  25 
15.2      447  5 

Uianuioi 
fiiinuti 

0 

IdiliolilC 
mebUti 

llicSmo 
Blot 

kdIPdIiI 
itUFiel 
fline 

Philadelphia  Natl 
Allied  Chemical 
Central  &  South  West 
Fischbach 
Saxon  Industries 

4.9       800  23.1 
4.9       802  158.4 
4.9       803  5.8 
4.8       804  5.0 
4.8       805  28.4 

12.0      691  42.5 
15.4       423  53.1 
19.6      201  24.7 
8.4       896  17.0 
8.6       884  20.5 

BancOhio 
Gulf  States  Utils 
Cleveland  Elec  Ilium 
Amer  Maize-Products 
Pacific  Pwr  &  Lt 

2.2       866  -77.1 
2.2       867  32.6 
2.1       868  -12.3 
2.0       869  41.4 
2.0       869  -8.2 

15.3       441  44 
19.6       204  36 
13.9       543  17 
12.5       656  30 
22.2       139  55 

Florida  Power 
Alexander  &  Baldwin 
Bank  of  New  York 
N  Y  State  Elec  &  Gas 
Safeway  Stores 

4.7      806  -14.6 
4.7      807  161.1 
4.6       808  22.1 
4.5       809  12.4 
4.5      810  -12.7 

19.3      216  25.0 
9.7      824  30.6 

17.5  293  86.5 
14.2       526  18.9 

11.6  718  15.6 

Middle  South  Utils 
Illinois  Power 
Pacific  Gas  &  Elec 
San  Diego  Gas  &  Elec 
Utah  Power  &  Light 

1.9       871  -10.1 
1.8       872  9.0 
1.8       873  6.7 
1.8       873  ^7.2 
1.8       873  14.9 

18.7      240  36 
16.4       366  291 
18  7       242  33 
20.6       174  49 
23.9       106  40 

loto  Petrol 
IHesourc 
Fiso 

ibostd.Hai 

Greyhound 
Alexander's 
Arizona  Public  Service 
Harris  Bankcorp 
Kansas  Power  &  Light 

4.5      811  38.8 
4.4      812  -73.7 
4.4      812  -5.4 
4.4      814  13.8 
4.3      815  13.3 

5.8      983  9.6 
6.1       976  17.7 
18.9      228  31.1 
14.7      482  56.9 
18.4      253  20.0 

McLean  Trucking 
Inland  Steel 

Niagara  Mohawk  Power 

Graniteville 

Spetry  &  Hutchinson 

1.6       876  P-D 
1.4       877  -83.1 
1.4       878  -5.2 
1.4       879  95.3 
1.0       880  -28.9 

15.8       404  4C 
10.8       773  ij 

13.1  611  271 

10.2  807  111 
5.1       995  li 

luico 
itPntiinu 
wMiiili 
(lesnelij 

iitosiiSo 
Dodge 
UGenl 

llMOSldj 

KkRidio 
iHMteliid 
li'ColaBot 
ki's-Bi(Ks 
*\h 

lODl 

nco 
idi 

*!'Pitu 
•son 

» foods 
itHweli 
^"liJiistiit 
fil 

•ml  Food! 
BilHost 
ll'liiiiiStee 
icor 

Washington  Gas  Light 
Potomac  Elec  Power 
Republic  Airlines 
Southeast  Banking 
Union  Electric 

4.3       815  -12.6 
4.3       817  20.0 
4.3       817  P-D 
4.3       817  56.0 
4.3       820  24.8 

14.4  508  21.6 

14.5  498  16.4 
25.5        87  94.1 
17.1       328  58.7 
14.9      475  23.2 

CFS  Continental 
Detroit  Edison 
Western  Union 
Edward  Hines  Lumber 
Kansas  City  Pwr  &  Lt 

0.9       881  72.7 
0.8       882  -13.1 
0.7       883  20.8 
0.7       884  P-D 
0.7       885  41.3 

17.5       296  1^ 

14.2  529  Id 
7.0       948  111 

12.3  671  -13 
15.1       462  M 

Dillard  Dept  Stores 

American  Cyanamid 

Gillette 

St  Joe  Minerals 

Lane  Bryant 

4.2       821  -5.7 
4.2       822  0.8 
4.1       823  29.4 
4.1       823  50.4 
4.1       825  10.9 

18.6       248  27.8 
12.1       685  22.0 
11.1       744  26.4 
18.5       252  45.4 
3.9     1011  9.3 

Central  III  Pub  Svc 
Delmarva  Power  &  Lt 
Amfac 
AMF 

National  Steel 

0.6       886  0.2 
0.6       887  -0.2 
0.6       888  59.7 
0  5       889  11.3 
0.4       890  -9.0 

17.7  285  211 
13.6       571  3C 

10.8  764  23 
7.2       943  13 

11.6       714  2 

Copperweld 
Texaco 

Libbcy-Owens-Ford 
Rochester  Gas  &  Elec 
IntI  Tel  &  Tel 

4.0       826  -3.8 
4.0      827  93.6 
4.0       828  -60.1 
4.0       829  -0.3 
4.0       830  40.5 

11.7  705  9.8 

17.8  276  57.1 
11.0       749  4.9 
11.8      702  26.0 

9.3      861  20.7 

Allegheny  Power 
Purolator 

Frederick  &  Herrud 
Goodyear 

Associated  Dry  Goods 

0.4       891  3.2 
0.4       892  -9.9 
0.2       893  75.0 
0.2      894  -10.6 
0.1       895  21.1 

15.7      413  25 
10.9       755  31 
18.5       251  11 
9.6       832  1] 
7.0       950  U 

Lukens  Steel 
National  Fuel  Gas 
First  Boston 
Amer  Natl  Resources 
Esmark 

3.9       831  -63.1 
3.9       832  8.0 
3.8      833  352.4 
3.8       834  -10.7 
3.8       835  6.7 

7.5       933  21.6 
16.7      355  30.7 

28.5  64  116.1 

20.6  173  40.7 
6.7       960  -33.5 

Commercial  Metals 
Zapata 
Ramada  Inns 
Louisville  Gas  &  Elec 
Boston  Edison 

0.1       896  155.5 
.  0.0       897  207.8 
-0.2       898  13.1 
-0.3       899  11.6 
-0.3       900  24.0 

17.6  289  5f 
13.1       614  2(1 

13.7  562  3( 

14.7  484  3: 

12.8  643  33 

Dynalectron 

Fedl  Natl  Mortgage 

Pac  Gamble  Robinson 

Amerace 

Pub  Svc  Elec  &  Gas 

3.7      836  183.3 
3.6      837  -73.6 
3.5      838  -7.3 
3.5      839  -5.4 
3.5      8.39  6.0 

20.3  182  36.1 

14.4  506  41.9 
9.6      832  16.6 
8.4      893  7.3 

13.5  580  25.4 

Northwestern  Steel 
GATX 

American  Elec  Power 

Pittston 

Republic  Steel 

-0.6       901  -31.4 
-0.7       902  53.8 
-0.7       903  4.2 
-0.8       904  41.5 
_0.8       904  -76.7 

8.4       894  S 
9.3       860  2^ 
18.1       265  5(1 
11.0       750  3(1 
10.3       797  ! 

Warner-Lambert 
First  Chicago 
Gas  Service 
Royal  Crown  Cos 
No  States  Power 

3.4       841  -12.6 
3.4       842  -42.0 
3.4       843  -27.5 
3.4      843  3.6 
3.3      845  -9.9 

10.9       758  18.8 
15.1       455  66.1 
16.4       367  32.3 
13.6       572  11.7 
13.8       551  15.2 

Phila  Electric 
Commonwealth  Edison 
Interlake 

Southern  Company 
Oklahoma  Gas  &  Elec 

-0.8       906  5.0 
-0.8       907  -12.5 
-0.9       908  -64.8 
-1.2       909  33.6 
-1.2       910  -12.0 

12.8       639  3« 
13.4       593  2S 

13.3  600  i; 

17.4  300  2] 

20.5  178  i\ 

*)l(cll 

M 
"He 

*For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years  For  comparison,  the  five-y| 
average  annual  increase  in  prices  was  7  1%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Grcx^^  Natm 
Product,  which  measures  inflation  in  all  seaors  of  the  economy.    tLatest  12-months    P-D  profit  to  deficit. 
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Vho's  where  in  growth 


Earnings  per  share 


Sales 


Earnings  per  share 


Sales 


npany 


5-year  80t  vs 

average*  rank  1977-79 


5-year  80t  vs 

average*  rank  1977-79 


Company 


5-year  80t  vs 

average*  rank  1977-79 


5-year  80t  vs 

average*  rank  1977-79 


mischfeger 
edo  Edison 
Electric  &  Power 
Industries 
Z  Murphy 


-1.5% 

-1.5 

-1.6 

-1.6 

-1.7 


911 
912 
913 
914 
915 


-63.7% 

-9.4 

-8.3 
-38.4 

55.2 


17.3% 
18.2 
19.0 
-3.0 
8.3 


308 
262 
225 
1029 
908 


25.1% 
18.7 
38.6 
-12.4 
7.9 


United  States  Steel 
Fed-Mart 
American  Motors 
Braniff  IntI 
Chrysler 


-55.9% 
P-Z 
P-D 
P-D 
P-D 


977 
978 
979 
979 
979 


P-D 
D-D 
P-D 
P-D 
D-D 


9.4% 
20.7 

8.4 
18.1 

5.3 


850 
170 
902 
268 
991 


8.1% 
43.6 
1.4 
42.1 
-32.5 


irton  Power  &  Light 
itral  Illinois  Lt 
ntana  Power 
to  Edison 
rtheast  Utilities 


-1.7 
-1.7 
-1.8 
-1.8 
-1.9 


916 
917 
918 
918 
920 


4.2 
7.1 

9.7 
-5.7 
-7.3 


14.5 
19.2 
21.4 
15.4 
10.5 


496 
220 
157 
426 
786 


20.6 
18.2 
37.2 
19.8 
36.9 


Commonwealth  Oil  Rfg 
Culbro 

First  Pennsylvania 
Food  Fair 

General  Refractories 


P-D 
P-D 
P-D 
P-D 
P-D 


979 
979 
979 
979 
979 


D-D 
D-D 
P-D 
D-P 
D-P 


13.2 
7.2 
10.3 
-1.0 
10.9 


607 
947 
800 
1026 
761 


23.9 
1.1 
10.6 
-49.8 
19.8 


jndale  Mills 
;t  Natl  Supermkts 
^Searle 
■Indiana  Pub  Svc 

/hoy  Enterprises 


-1.9 
-2.2 
-2.2 
-2.4 
-2.6 


921 
922 
923 
924 
925 


50.4 
58.2 
111.2 
-20.3 
117.5 


9.1 
41.5 
13.3 
18.9 

8.7 


870 
15 
598 
232 
879 


22.0 
39.5 
25.4 
34.2 
47.0 


Goldblatt  Brothers 
Jonathan  Logan 
Keystone  Consolidated 
Macmillan 

Manhattan  Industries 


P-D 
P-D 
P-D 
P-D 
P-D 


979 
979 
979 
979 
979 


D-D 
D-D 
D-D 
TD-D 
D-D 


2.8 
4.7 
6.6 
4.3 
8.3 


1019 
1001 

964 
1006 

907 


-8.1 
8.6 
2.9 
4.2 

-2.0 


jUams  Companies 
International 

chhold  Chemicals 
ttucky  Utilities 


-2.8 
-2.8 
-2.'9 
^.1 
-3.1 


926 
927 
928 
929 
930 


171.2 

-59.2 
149.7 
-14.0 
-24.9 


16.1 
7.4 
6.8 
18.7 
16.0 


382 
939 
958 
239 
390 


33.0 
38.5 
29.0 
15.4 
21.4 


Massey-Ferguson 
McLouth  Steel 
Monfort  of  Colorado 
National  Kinney 
Penn-Dixie  Inds 


P-D 
P-D 
P-D 
P-D 
P-D 


979 
979 
979 
979 
979 


D-D 
P-D 
P-D 
D-D 
D-D 


12.8 
11.4 
12.8 
-2.5 
4.1 


639 
733 
639 
1028 
1009 


9.0 
-6.3 
57.8 
17.4 

7.1 


lie  Service  Colo 
stor 

leral  Public  Utils 
shall  Field 
line 


-3.2 

^.3 
-3.4 
-4.0 


931 
932 
933 
934 
935 


15.3 
P-D 
-74.1 
-24.4 
-64.0 


18.8 
4.9 

14.2 
8.2 

3.5 


234 
1000 
529 
912 
1013 


44.6 
0.0 
29.0 
18.1 
-22.1 


Pueblo  International 
Rohr  Industries 
Sambo's  Restaurants 
Scot  Lad  Foods 
Uniroyal 


P-D 
P-D 
P-D 
P-D 
P-D 


979 
979 
979 
979 
979 


15.6% 
-92.9 
D-D 
D-P 
D-D 


-7.5 
0.4 

25.7 
3,2 
4.4 


1038 
1024 
85 
1017 
1004 


9.7 
50.6 
-AA 
5.4 
-13.5 


istrong  Rubber 

St  Brewing 

oro  Petroleum 

>f  Resources  &  Chem 

aso 


-4.1 
-A.3 
-4.4 
-4.5 
-4.6 


936  P-D 

937  -17.0 


938 
939 


NM 
54.6 


940  -22.8 


9.9 
8.4 
36.2 
18.2 
15.7 


817 
892 
35 
260 
410 


5.8 
12.6 
105.8 
56.5 
64.7 


United  Merch  &  Mfrs 
Vomado 

Allied  Supermarkets 
City  Stores 
Genesco 


P-D 
P-D 
D-D 
D-D 
D-D 


979 
979 
1004 
1004 
1004 


D-D 
D-D 
D-P 
D-D 
D-P 


-3.7 
-1.7 
-5.9 
^.8 
-4.9 


1030 
1027 
1035 
1031 
1033 


-5.9 
-15.0 
-29.1 
-25.2 
-24.1 


board  Marine 
lasco 

c  Pneumatic  Tool 
ine  Midland  Banks 
uesne  Light 


-4.7 
-4.8 
-5.1 
-5.1 
-5.4 


941  -89.7 

942  -66.8 

943  -32.6 

944  63.6 

945  13.2 


7.6 
11.0 

8.3 
14.8 


877 
931 
754 
905 
477 


-0.6 
5.2 
25.9 
68.4 
20.0 


Great  Atl  &  Pac  Tea 
National  Tea 
Rath  Packing 
Seatrain  Lines 
Ward  Foods 


D-D  1004  D-D 

D-D  1004  15.9 

D-D  1004  D-P 

D-D  1004  D-D 

D-D  1004  P-D 


2.0 
-6.9 

1.3 
18.2 

-5.5 


1020 
1036 
1021 
259 
1034 


-6.3 
26.9 
25.8 
117.4 
-14.1 


zens  &  Southern  NB 
Ips  Dodge 
land  Genl  Elec 
owenstein 


-5.7 
-7.5 
-8.1 
-8.2 
-9.4 


946  150.7 

947  293.1 

948  101.2 

949  4.8 

950  31.3 


13.1 
8.1 
5.8 

18.7 
3.5 


615 
917 
982 
246 
1014 


37.2 
33.6 
31.5 
47.9 
5.2 


White  Motor 
American  Airlines 
American  Bakeries 
Ampex 
Arden  Group 


D-D 
D-P 
D-P 
D-P 
E>-P 


1004 


P-D 
P-D 

-63.8 
84.7 

494.1 


1.1 
13.3 
6.5 
5.0 
-7.0 


1023 

596 
967 
999 
1037 


-6.4 
31.2 
5.4 
52.1 
11.5 


ith  Radio 
tmoreland  Coal 
a-Cola  Bottling  NY 
n's-Big  K  Stores 
a-Miller 


-9.6 
-9.6 
-10.1 
-10.2 
-10.3 


951 
952 
953 
954 
955 


120.5 
P-D 
P-D 
P-D 
97.4 


4.1 
7.8 
11.5 
17.8 
7.2 


1008 
924 
722 
277 
946 


16.6 
25.3 
6.9 
-1.2 

-27.0 


Bangor  Punta 
Borman's 
CNA  Financial 
Columbia  Pictures 
Computer  Sciences 


D-P 
D-P 
D-P 
I>-P 

D-P 


31.9 
P-D 
6.6 
7.4 
49.6 


17,1 
11.6 
7.6 
15.7 
18.3 


322 
718 
929 
409 
257 


13.3 
19,4 
20.5 
41.7 
47.1 


i9na 
naco 
ida 

win- Williams 
eling-Pitts  Steel 


-11.1 
-11.4 
-12.1 
-12.2 
■12.7 


956  ^5.3 

957  70.5 

958  12,5 

959  600.0 

960  50.9 


6.8 
6.9 
13.0 

9.2 
7.4 


956 
951 
620 
865 
941 


17.1 
12.5 
5.0 
11.3 
-4.6 


Eastern  Air  Lines 

Foodarama  Supermkts 

GEICO 

Grumman 

Hartfield-Zodys 


D-P 
D-P 
D-P 
D-P 


P-D 
P-D 
2.2 
-21.6 
-18.9 


13.4 
5.3 
4.3 
8.9 
6.8 


585 
991 
1005 
873 
959 


36.7 
11.7 
14.6 
11.9 
14.6 


3> 

■  » 
-  * 

ai 


lecott 

I'S 

;r  Foods 
&  Howell 
;y  Industries 


-13.5 
-13.7 
-14.8 
-16.0 
-16.7 


961 
962 
963 
964 
965 


76.5 
P-D 
28.2 
D-P 
P-D 


13.3 
11.7 
9.5 
6.3 
5.5 


595 
708 
845 
970 
989 


29.4 
6.8 
-5.9 
13.5 
-0.8 


Mattel 
Memorex 

Pan  Am  World  Airways 
Rapid-American 
Reliance  Group 


D-P 
D-P 
D-P 
D-P 
D-P 


9.0 
P-D 
P-D 
-30,9 
85.4 


14.3 
26.1 
10.5 
0.1 
10.5 


517 
82 
789 
1025 

787 


57.9 
24.2 
51.3 
5.1 
10.1 


lahl 

nnah  Foods 
;ral  Host 
lehem  Steel 


-19.2 
-20.2 
-20.4 
-21.1 
-21.1 


966  -72.5 

967  1,140.0 

968  D-D 

969  207.1 

970  497.6 


33.4 
5.6 
3.1 
4.1 
8.4 


43 
987 
1018 
1007 
900 


36.8 
15.9 
52.2 
12.1 
9.4 


Revere  Copper 
Singer 
Thriftimart 
Todd  Shipyards 
Trans  World 


D-P 
D-P 
E>-P 
D-P 
D-P 


20.5 
218.5 
30.6 
72.4 
P-D 


9.5 
1.3 
5.8 
14.9 
14.8 


843 
1022 
984 
476 
477 


12,1 
12.7 
20.7 
39.7 
27.2 


cor 

rotech 
ford 

d  Products 
tone 
I  chlitz  Brewing 


-22.6 
-26.4 
27.9 
^0.9 
^4.1 
^4.4 


971 
972 
973 
974 
975 
976 


574.2 
P-D 
D-P 
P-D 
P-D 
D-D 


6.3 
14.2 
9.1 
5.1 
8.4 
5.4 


972 
523 
868 
994 
894 
990 


26.2 
-2.4 

4.7 
-3.3 

3.5 
-1.4 


United  Brands 
Valero  Energy 
DPF 

Penn  Central 

Toys  "R"  Us 


D-P 
D-P 


164.1 
234.4 
-30.1 
26.2 
40.3 


9.7 
19.7 


829 
196 


35.6 
38.1 
24.3 
1 32.0 
38.9 


•For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five-year  average 
annual  increase  in  prices  was  7.1%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  DeflcUor  for  Gro.v  National  Product, 
which  measures  inflation  in  all  sectors  of  the  economy.  tLatest  12-months.  P-Z;  profit  to  zero.  P-D:  profit  to  deficit  D-D:  deficit  to 
deficit    D  P:  deficit  to  profit;  not  ranked    "Not  available,  not  ranked.    NM:  not  meaningful.  
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why  the  stock  market  keeps  proving — against  all  those  dire  pred\ 
tions — that  it  may  be  the  place  for  an  investor  to  be  over  the  long  ten 

Who's  where  in  the 
stock  market 


LAST  YEAR  THE  FoRBES  stock  market  report  showed  that  if 
you'd  bought  the  1,031  stocks  in  the  Forbes  list  back  in 
the  depths  of  the  bear  market  of  late  1974  and  held  them 
for  five  years  you'd  have  made  money  on  nine  out  of  ten  of 
them.  This  year — starting  from  the  higher  base  of  late  1975 — 
you  wouldn't  have  done  so  well.  But  still,  you'd  have  made 
money  on  three  out  of  four  of  the  1,029  stocks  ranked  below; 
and  on  well  over  half,  you'd  have  kept  ahead  of  the  double-digit 
cost-of-living  increases — an  average  \dV2%  a  year — that  pre- 
vailed during  that  five-year  period.  In  fact,  about  40%  of  the 
1,029  doubled  in  price,  one  out  of  four  tripled,  and  171  stocks 
quadrupled  or  did  even  better. 

What's  it  mean?  Clearly,  amid  dire  predictions  and  short- 
term  frenzies,  the  market  keeps  proving  that  it  may  very  well 
be  the  place  to  be  over  the  long  term.  That's  sometimes 
obscured  by  well-known  but  incomplete  measures  of  what  the 
"market"  is. 

For  example,  if  you'd  bought «//  1,029  of  these  stocks  on  the 
last  trading  day  of  1975  and  held  them  all,  wirmers  and  losers, 


until  Nov.  19,  1980 — Forbes'  measuring  period — the  <?r«| 
increase  would  have  been  161%.  Compare  that  to  the 
fones  industrial  averages,  up  only  16%  over  the  same  p0| 
Other  broad  measures  of  the  market  make  the  same  poiij| 
do.  For  example,  the  Wilshire  5000 — the  total  market  valj 
5,000  stocks — increased  during  that  same  five-year  p|| 
from  $754.1  billion  to  nearly  $1.4  trillion— or  80%,  5  tir 
much  as  the  Dow. 

Among  the  big  gainers  in  the  table  below,  both  unrankejl 
year,  are  number  one  Resorts  International  and  numbeil 
Caesars  World.  Both  proved  not  only  that  somebody  madeil 
of  money  during  the  gambling-stock  craze  of  1978-79,  bujl 
what  risks  it  carried.  Resorts  International  soared  to  69\ 
the  height  of  the  frenzy  but  was  at  26'/4  at  the  end  ell 
Forbes  measuring  period  Nov.  19;  Caesars,  up  to  3>6V»,  f  | 
13 Vs.  Among  the  top  five,  though,  were  three  glamour  s|[ 
which  showed  more  stability — Wang  Laboratories,  Mitj 
Energy  and  National  Medical  Enterprises,  all  selling  la| 
1980  near  their  1976-80  highs. 
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IHio's  where  in  the  stock  market 


Total 

1 

Latest 

5-year 

1976-80 

Shares 

market 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

outstanding 

value 

earnings 

earnings 

annual 

Current 

0  79 

Company 

change 

ranpe 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

1  * 

Kesorts  intl 

d  1  nn  no/ 

^^lUU.U  /o 

69'/2- 

ys 

20/4 

1 1 .0 

$  290 

$  4.27 

6 

none 

0.0% 

I  3 

Wang  Laboratories 

2,780.2t 

45'/4- 

l'/4 

44% 

56.0 

2,469 

1.08 

41 

$0.12 

0.3 

>  * 

Mitchell  Enrgy  &  Dev 

2,488.9 

59%- 

2y8 

5874 

35.9 

2,090 

2.41 

24 

0.20 

0.3 

\  * 

Caesars  World 

1,827.2 

36'/8- 

% 

13y8 

26.2 

351 

1.29 

10 

none 

0.0 

z  * 

Natl  Medical  Entrprs 

1,784.5 

o  1  /k— 

1  78 

3  7 'A 

19.1 

711 

1.98 

19 

0.60 

1.6 

Huniana 

67  - 

378 

"   -  ■ 

18. 1 

1,189 

3.07 

21 

1.20 

1.8 

'  40 

Shearson  Loeb  Rhoades 

1,487.0 

35%- 

2'/4 

35'A 

13.8 

485 

5.38 

7 

0.48 

1.4 

i  43 

Tosco 

1,485.7 

42  - 

2% 

4  PA 

20.5 

855 

3.80 

11 

none 

0.0 

>  13 

Subaru  of  America 

1,400.0 

2  PA- 

'/2 

20y8 

6.0 

124 

2.55 

8 

0.32 

1.6 

)  174 

Texas  Oil  &,Gas 

1,379.5 

SS '/2— 

5% 

81 

47.6 

3,852 

2.96 

27 

0.36 

0.4 

L  0 

Teledyne 

212  - 

14 

one 

13.8 

2,835 

20.95 

10 

none 

0.0 

•  242 

Chic  &  North  Western 

1,362.9 

70'/4- 

4 'A 

64 

4.4 

284 

8.00 

8 

none 

0.0 

I  145 

Kay 

1,359.0 

32 '/2- 

2 '/a 

31 'A 

3.1 

97 

3.15 

10 

0.75 

2.4 

1  34 

Nucor 

1,344.7 

741/4- 

478 

71 'A 

6.8 

485 

7.43 

10 

0.44 

0.6 

i  17 

Amer  Medical  Intl 

1,245.0 

0  7/ 
Z  /8 

39 'A 

14.6 

572 

2.11 

19 

0.64 

1.6 

Waste  Management 

92'/4- 

6% 

yi  74 

lo.U 

1,1  VI 

3.93 

23 

0.90 

1.0 

24 

Fairchild  Industries 

1,181.3 

32y2- 

21/2 

30% 

12.8 

392 

3.85 

8 

0.72 

2.3 

1  11 

Litton  Lidustries 

1,177.5 

79'/2- 

6'/8 

78y8 

37.6 

2,948 

7.27 

11 

1.20 

1.5 

;  45 

General  Instrument 

1,095.0 

97  - 

773 

94% 

8.7 

829 

6.81 

14 

1.00 

M 

99 

Cincinnati  Milacron 

1,089.2 

57  — 

'fyj 

55 

15.0 

825 

5.16 

11 

1.08 

2.0 

* 

iimpire 

1  n/iA  7 

39  - 

278 

a. 4 

1  70 
iZU 

1 .00 

(\  11^ 
yj.oo 

1  n 

122 

Parker  Drilling 

1,064.4 

67'/2- 

sy4 

65 'A 

14.3 

936 

3.07 

21 

0.32 

0.5 

60 

Foster  Wheeler 

1,031.8 

30'/2- 

2% 

29y8 

34.2 

1,001 

1.55 

19 

0.40 

1.4 

37 

Parsons 

1,014.9 

54'/2- 

4y8 

49 

12.2 

596 

2.13 

23 

1.00 

2.0 

23 

Reliance  Group 

1,012.0 

80'/4- 

6 

69 'A 

6.2 

431 

22.82 

3 

3.00 

4.3 

1 0 

wnitiaKcr 

00/;  n 
yyo.u 

34 '/4- 

3 

0.00 

0 
y 

1  AC\ 

1  .^U 

A  1 

106 

Murphy  Oil 

986.2 

64  - 

62 

37.3 

2,312 

3.82 

16 

0.50 

0.8 

18 

Storage  Technology 

953.7 

26  - 

2 

24  ys 

25.1 

618 

1.69 

15 

none 

0.0 

* 

Berkshire  Hathaway 

924.4 

425  - 

39 

420 

1.0 

431 

36.70 

11 

none 

0.0 

96 

Cabot 

898.7 

36%- 

3'/8 

31 

31.4 

972 

4.88 

6 

0.80 

2.6 

„ 

Gates  Learjet 

47y8- 

478 

Z3V 

Z.OZ 

I  7 

1  / 

n  An 

n  0 

♦ 

Mission  Insurance 

852.9 

39%- 

3'/2 

36 

7.8 

281 

4.85 

7 

0.80 

2.2 

53 

Bunker  Ramo 

832.4 

41'/2- 

4y8 

39y8 

5.8 

228 

3.70 

11 

1.20 

3.0 

« 

Trinity  Industries 

766.8 

30%- 

3'/4 

29 'A 

15.5 

450 

2.43 

12 

0.40 

1.4 

287 

Natomas 

745.7 

45%— 

5% 

4374 

51.7 

2,237 

3.91 

11 

1.00 

2.3 

G  rleileman  Brewing 

1X7 
/  J  /  .  J 

38  - 

4 

00/2 

«  7 

0.  / 

701 

£.y  I 

1  ft7 

0.0  / 

Q 

U.oO 

1  A 
Z.D 

155 

NN 

735.7 

59  - 

678 

5  8 'A 

6.2 

364 

4.82 

12 

2.00 

3.4 

!  259 

Handy  &  Harman 

729.3 

33'/4- 

3y8 

30'A 

13.6 

410 

2.01 

15 

0.50 

1.7 

105 

Hanover  Insurance 

726.7 

51'/2- 

5'/8 

46'A 

3.4 

158 

10.87 

4 

0.72 

1.5 

14 

Bruno's 

690.4 

loyg- 

P/a 

10% 

8.5 

91 

1.06 

10 

0.30 

2.8 

ini 

thulium  Companies 

29'/4- 

3% 

ZCS  74 

0.0 

95 

Q 
0 

I  nn 
1  .uu 

•J.D 

1  * 

Holly  Corp 

676.5 

17%- 

2 

16 'A 

8.4 

138 

1.10 

15 

none 

0.0 

77 

Crown  Central  Petroleum 

646.6 

58'/2- 

478 

36y8 

5.5 

200 

6.00 

6 

1.60 

4.4 

51 

Transco  Companies 

644.8 

64'/4- 

8'/2 

62y8 

23.3 

1,454 

4.38 

14 

1.44 

2.3 

444 

Tandy 

643.3 

101  %- 

10 '/2 

96y8 

25.5 

2,464 

4.72 

20 

none 

0.0 

ic 
o3 

United  Energy  Resources 

5578- 

7 

34 

1 

3.0*+ 

iU 

i.oL 

z.o 

8 

Bally  Manufacturing 

638.4 

48%- 

278 

21 

25.5 

536 

1.99 

11 

0.10 

0.5 

39 

Boeing 

636.1 

4578- 

SVi 

3978 

96.4 

3,842 

6.01 

7 

1.40 

3.5 

66 

Republic  Natl  Life 

630.8 

24%- 

3'/8 

23% 

9.4 

223 

1.80 

13 

0.70 

2.9 

83 

Belco  Petroleum 

623.3 

67  - 

9'/e 

64'A 

11.5 

739 

6.89 

9 

1.00 

1.6 

Metromedia 

010. Z 

107  - 

15 

1 U4  /4 

11.41 

0 

1  nn 

^  ft 

1  221 

Morrison-Knudsen 

613.7 

45y8- 

5% 

44% 

8.4 

376 

3.38 

13 

0.92 

2.1 

1 

Columbia  Pictures 

611.6 

38%- 

4'/2 

3  8 'A 

10.1 

385 

5.05 

8 

0.60 

1.6 

•  419 

Zapata 

600.9 

71%- 

8 'A 

69% 

10.4 

728 

3.55 

20 

0.48 

0.7 

195 

Superior  Oil 

589.6 

Zo  /  — 

ZV  v8 

225'A 

25.4 

5,723 

11.30 

20 

0.72 

0.3 

'X'XQ 

Cameron  Iron  Works 

65%- 

8'/2 

03  72 

TO  0 

i,you 

0  70 

z.  /  y 

zo 

54 

RLC 

586.3 

17'/8- 

2y4 

15 'A 

11.7 

179 

1.86 

8 

0.64 

4.2 

i  250 

EG&G 

581.4 

48 '/2- 

678 

48  "A 

13.4 

645 

2.40 

20 

0.50 

i.O 

65 

Warner  Communications 

574.8 

68  - 

978 

67y8 

27.3 

1,838 

7.74 

9 

1.36 

2.0 

228 

Todd  Shipyards 

573.3 

50'/2- 

7'/2 

50'A 

2.1 

106 

5.89 

9 

1.00 

2.0 

270 

Amerada  Hess 

572.2 

54%- 

7 'A 

51 

77.9 

3,972 

6.59 

8 

1.10 

2.2 

26 

Bangor  Punta 

571.4 

3iy8- 

41/2 

29y8 

4.8 

141 

6.41 

5 

1.00 

3.4 

1  219 

Dorchester  Gas 

562.5 

54  - 

8 'A 

53 

9.0 

475 

3.83 

14 

0.20 

0  4 

1  327 

Santa  Fe  Intl 

561.5 

7  PA- 

loys 

6978 

21.4 

1,495 

2.98 

23 

0.72 

1.0 

57 

Hospital  Corp  of  Am 

560.1 

SS '/2- 

8 'A 

54'A 

30.2 

1,633 

2.48 

22 

0.40 

0.7 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  31, 1975  to  Nov.  19,  1980.  For  comparison,  the  five- 
year  change  in  the  Consumer  Price  Index  was  52.7% 
*Not  ranked  last  year,    t  Four-year  price  change  based  on  Class  B  stock. 
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Total 

Latest 

5-year 

1976-86 

Shares 

market 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

outstanding 

value 

earnings 

earnings 

annual 

Curren 

80 

79 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

N  7' 

66 

* 

f   11  c 

Ivi^lly  Services 

ccn  no/ 

36   —  5 

00 

4  4 

$  146 

$3  1 8 

1  w 

1 1  fin 

^— ^— 

\  CP/ 

11  - 

67 

94 

Sundstrand 

559.8 

59'/2-  8'/2 

17.4 

981 

4.45 

13 

1.60 

2.8 

C  2)1 

68 

42 

Harris  Corp 

544.3 

55%-  BVs 

55% 

30.4 

1,685 

2.74 

20 

0.80 

1.4 

1)  IM 

OV 

Ampex 

540.0 

34 '/g-  4y4 

32 

11.1 

356 

2.21 

14 

0.24 

0.8 

«  2i' 

70 

92 

U  S  Home 

533.2 

32%-  4% 

28 '/8 

14.3 

403 

3.40 

8 

0.64 

2.3 

li  )I2 

71 

44 

i\  vr 

1  n  3/, 

1 U     —  /4 

47A 
4  /8 

7A  ^ 
/  0.0 

372 

n  94 

on 
zu 

none 

u.u 

In  (?1 

72 

308 

Houston  Oil  &  Minerals 

527.3 

49'/4-  7% 

46 

29.3 

1,346 

2.21 

21 

0.80 

1.7 

p  I't 

73 

20 

Avco 

524.3 

35  -  4'/2 

28% 

16.0 

462 

6.49 

4 

1.20 

4.2 

1)  220 

/4 

^  CI 

J3l 

Freeport  Minerals 

524.3 

70'/4-  7% 

60 

31.6 

1,893 

4.28 

14 

1.00 

1.7 

H  129 

75 

46 

ConAgra 

517.5 

18'/4-  2^/4 

17'/2 

11.8 

206 

1.74 

10 

0.75 

4.3 

»  6/ 

76 

87 

1 

Lear  Siegier 

512.5 

oy  /2 —    O  /H 

36% 

15  5 

569 

4  30 

9 

I  Id. 

II  Vi 

II    J  * 

77 

227 

E  F  Hutton  Group 

508.6 

38%-  5'/2 

37% 

12.9 

486 

5.34 

7 

0.80 

2.1 

11  IIS 

78 

635 

SEDCO 

503.4 

89  -14y4 

88 

15.8 

1,390 

2.63 

33 

0.48 

0.5 

li  at 

/V 

NL  Industries 

499.0 

78%- 12% 

77% 

33.1 

2,574 

3.54 

22 

1.40 

1.8 

U  120 

80 

33 

E-Systems 

496.4 

53%-  9 

53% 

6.8 

363 

2.15 

25 

1.00 

1.9 

li  IIS 

81 

29 

v^narter 

AQ'X  ft 

cn         0  5/„ 
dV     —   Z  /8 

Z 1  .D 

■til 
oil 

A  47 

A 
4- 

1  nn 
I  .uu 

A  0  1 

L  mil 

82 

52 

Natl  Convenience  Strs 

491.4 

13%-  F/s 

11 

6.2 

69 

1.54 

7 

0.60 

5.5 

I'  J! 

83 

147 

Thiokol 

489.9 

37%-  6% 

36'/2 

11.4 

417 

2.94 

12 

1.00 

2.7 

»  4S) 

« 

Shaklee 

483.9 

31'/8-  4% 

27% 

6.2 

169 

1.92 

14 

0.80 

2.9 

1)  S2I 

85 

319 

Central  Louisiana  Engy 

483.4 

58'/4-  9 

57'/4 

21.4 

1,225 

3.60 

16 

1.00 

1.7 

10  • 

86 

126 

482.6 

OO  /4 —    O  /8 

36% 

3  Q 

109 

3  g2 

0  96 

2  6 

;i  i 

)i  1 

87 

121 

Sun  Chemical 

480.3 

33%-  5% 

33 

4.5 

150 

6.19 

5 

0.60 

1.8 

i!  1 

88 

145 

Fluor 

471.2 

71    -  9% 

69 '/2 

47.7 

3,313 

2.62 

27 

0.80 

1.2 

1!  134 

SCOA  Industries 

467.2 

27   -  4% 

26% 

7.9 

210 

3.71 

7 

1.05 

3.9 

'i  264 

90 

177 

Clark  Oil  &  Refining 

463.9 

26'/2-  4'/2 

25% 

14.4 

365 

6.06 

4 

1.00 

3.9 

ii  jj 

91 

71 

ueneral  Liynamics 

461  5 

441/.  71/- 
/4 —     I  72 

40  1/. 
HZ  /4 

JO.  1 

2  268 

X  AO 

1  1 

n  70 

U.  /  z 

1  7 

92 

103 

Dynalectron 

454.6 

17'/8-  2'/2 

15'/4 

8.4 

128 

0.68 

22 

0.08 

0.5 

;  212 

93 

49 

Twentieth  Century-Fox 

449.2 

46'/2-  6'/4 

43 '/4 

10.5 

455 

5.10 

8 

1.80 

4.2 

ii  105 

94 

'7  on 

Schlumberger 

449.0 

125%- 20% 

123% 

190.7 

23,578 

4.56 

27 

1.00 

0.8 

»  249 

95 

107 

Signal  Companies 

446.3 

32 '/4-  5'/8 

28 

57.6 

1,613 

2.85 

10 

0.76 

2.7 

0  21 

96 

25 

niilun  nuicis 

445  4 

■40  /S —    /  /2 

ZO.o 

1  114 
1,1  J** 

1  1 
1  1 

1  AH 
1  .OU 

1  7 

0.  ' 

97 

82 

Geico 

442.3 

37   -  6% 

35% 

10.1 

356 

3.64 

10 

0.96 

1.7 

:  2JI 

98 

348 

Engelhard  Minerals 

441.9 

64  -lO'/s 

60 '/2 

68.1 

4,119 

8.09 

7 

1.16 

1.9 

1!  '4 

99 

100 

Iowa  Beef  Processors 

440.0 

45%-  7% 

42% 

9.8 

421 

4.87 

9 

0.6n 

1.4 

*  W 

100 

75 

Centex 

434.4 

48   -  7% 

42y 

11.6 

497 

5.22 

8 

0.25 

0.6 

B  7)1 

101 

• 

„ 

ueosource 

4*^1  9  ft 

AO  lA  03/. 
D-i  /4 —    y  /4 

A  I  3/, 
Oi  /4 

1  1  A 

/  10 

9  77 

zz 

1  A 
1 .0 

i  1(11 

102 

* 

Piedmont  Aviation 

429.2 

20     -  3'/8 

15% 

3.9 

61 

2.85 

6 

0.24 

1.5 

f  i4 

103 

102 

Cooper  Industries 

429.0 

62  -ll'/2 

kVh 

30.1 

1,851 

4.09 

15 

1.08 

1.8 

1  7i 

1 

1 

lUJ 

Wyman-Gordon 

429.0 

42   -  7% 

41 

9.1 

371 

3.19 

13 

1.20 

2.9 

»  178 

105 

111 

SmithKline 

427.1 

80  -14% 

77 

66.3 

5,155 

4.43 

18 

1.92 

2.5 

1  S30 

106 

68 

D     b  D 

rarKer  ren 

425  0 

0 11A 

Zo  /2 

I  A  0 

398 

z.oo 

1  n 
1  u 

0  44 

1  9 

:^ — 
In) 

107 

137 

Dover 

424.4 

59%- 1 1 

59 

17.9 

1,054 

3.91 

15 

1.04 

1.8 

•  2Jj 

108 

« 

Playboy  Enterprises 

421.7 

32%-  2% 

15 

9.4 

141 

1.45 

10 

0.12 

0.8 

lUV 

■JOT 

Union  Oil  California 

420.3 

56'/2-10'/4 

53 '/2 

173.4 

9,279 

3.59 

15 

0.80 

1.5 

1  V 

110 

* 

Republic  New  York 

417.5 

35'/2-  6% 

32'/8 

10.9 

349 

5.23 

6 

1.04 

3.2 

']  • 

111 

187 

ivicicuitn 

417  1 

D'f     —  lU/4 

JO 

0. 1 

1 A7 

7 

1  10 
i.oz 

0 

I  1 

112 

78 

Petrolane 

415.0 

52'/4-  9% 

51'/2 

25.8 

1,327 

2.93 

18 

0.76 

1.5 

'  484 

113 

130 

Northrop 

413.5 

61%- 11% 

59% 

14.3 

846 

6.38 

9 

1.80 

3.0 

I  284 

11/1 

^  1 A 

■316 

Standard  Oil  Ohio 

410.0 

91'/2-14'/2 

87'/2 

239.4 

20,946 

7.31 

12 

1.80 

2.1 

'  1)2 

115 

110 

Avnet 

406.2 

51'/2-10'/8 

51% 

15.4 

789 

4.70 

11 

1.00 

2.0 

1  175 

116 

313 

D      -f  D 

racitic  Resources 

1  Q  3/„       T  7/„ 
I  O  /8—    Z  /8 

lU.Z 

13Z 

Q 
0 

U.DU 

0.'+ 

1  210 

117 

429 

Shell  Oil 

404.1 

65'/2-ir/8 

61% 

308.8 

19,067 

4.74 

13 

1.60 

2.6 

! 

118 

340 

Earth  Resources 

402.4 

57   -  9% 

56 

6.5 

361 

•  5.07 

11 

1.50 

2.7 

5  144 

119 

117 

Baldwin-United 

394.1 

50   -  8'/2 

42 

9.0 

377 

S.19 

8 

1.40 

3.3 

*  '1 

120 

128 

Sigmor 

391.3 

281/2-  4% 

23 '/2 

13.4 

315 

2.57 

9 

0.50 

2.1 

121 

164 

ion  1 

AT  l/„     1  T 

AH  3/. 

1  fi  A 

1  ,  1 

■d  ^  1 

I  X 

1 0 

1  7A 

2  9 

■  -. 

'  i«2 

122 

* 

Food  Town  Stores 

389.9 

25'/2-  41/2 

21'/2 

8.6 

185 

1.65 

13 

0.16 

0.7 

'  !S4 

123 

* 

Milton  Bradley 

389.6 

47'/2-  9% 

47% 

7.3 

345 

4.87 

10 

1.20 

2.5 

1  283 
1  (08  I 

124 

150 

Circle  K 

386.4 

16'/2-  2% 

13% 

9.9 

132 

1.74 

8 

0.68 

5.1 

125 

226 

Crouse-Hinds 

386.0 

43%-  8'/2 

42% 

12.3 

518 

2.55 

17 

1.00 

2.4 

'  I'O  f 

126 

86 

Super  Valu  Stores 

381.5 

35%-  6'/8 

31 

18.2 

563 

2.78 

1  1 

0.80 

2.6 

127 

381 

St  Louis-San  Fran  Ry 

377.9 

117  -23% 

113'/2 

2.7 

302 

10.10 

11 

2.50 

2.2 

;  f 

128 

260 

Combustion  Engnmg 

377.7 

53'/2-10% 

51% 

32.7 

1,691 

5.58 

9 

0.75 

1.4 

l2!|  , 

129 

180 

Alleghany 

376.7 

35%-  7'/2 

35% 

9.3 

333 

4.81 

7 

1.08 

3.0 

I  5»  I 

130 

156 

Blount 

376.1 

41-7 

37% 

2.8 

105 

4.26 

9 

0.72 

1.9 

.  '  C 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  31, 1975  to  Nov.  19,  1980.  For  comparison,  the  fi^ 
year  change  in  the  Consumer  Price  Index  was  52.7%. 
*Not  ranked  last  year.    ttThree  year  price  change 
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iVho's  where  in  the  stock  market 


Rank 
M  79 


Company 


5-year 

price 

change 


1976-80 

price 

range 


Recent 
price 


Shares 

outstanding 

(millions) 


Total 
market 
value 
(millions) 


Latest 
12-month 
earnings 
per  share 


Price/ 

earnings 

ratio 


Indicated 

annual  Current 
dividend  yield 


27 
251 
124 

267 
312 


Computer  Sciences 

Perini 

Raytheon 

GK  Technologies 

Pennzoil 


371.9% 

371.8 

369.0 

364.6 

362.6 


4 

241/2-  4% 
108 'A- 22% 
46 '/h-  9'/2 
61  -12'/! 


18'/K 

23 

107'/m 
45% 
59y4 


1.3.2 
.V4 
41.5 
I  1.7 
51,2 


$  249 
77 
4,478 
538 
3,058 


$1,88 
1.82 
6.69 
4.52 
5.86 


10 
l.i 
16 
10 
10 


none 
$0.40 
2.(X) 
1,50 
2,(X) 


1.7 
1.9 


6  522  U  S  Air 

7  276  Thriftimart 

8  220  Rapid-American 

9  129  Brown-Forman  Dist 
67  Johnson  Controls 


357.6 
354.8 
351.2 
350.2 
350.0 


19'/4-  3% 
37%-  5% 
25-3 
55  -10'/2 
34'/2-  6'/4 


18% 
35 '/4 
23 '/8 
53 
29'/4 


11.9 
0.9 
5.2 
12.6 
13.0 


225 
31 
121 

667 
380 


3.98 
7.30 
2.55 
4.76 
2.41 


5 
5 
9 
II 
12 


0.12 
1.40 
0.60 
1.36 
1.30 


0.6 
4.0 
2.6 
2.6 
4.4 


374  Browning-Ferris  Inds 

115  Washington  Post 

47  Evans  Products 

320  Martin  Marietta 

118  PennCorp  Financial 


348.9 
346.5 
341.9 
341.5 
338.5 


271/4-  5'/4 

26y4-  5'/2 
2578-  5 
72%- 18% 

12'/4-  l'/2 


26  Vh 
24 
23% 
71% 
7'/h 


17.0 
14.0 
12.3 
24.9 
18.7 


448 

335 
292 
1,783 
133 


1.80 

2.,H 
3.38 
7..^1 
1  ,.i6 


15 
10 


10 

S 


0,84 
0.44 
1.60 

2,S2 
0,16 


3.2 
1.8 
6.7 

3,5 
2,2 


188  Carpenter  Technology 

31  Levi  Strauss 

455  Union  Pacific 

521  Cities  Service 

•  Tyson  Foods 


336.1 
336.0 
335.4 
334.5 
331.9 


53  -10% 
44   -  9'/2 
88  -19 
57y8-12'/(i 
17-3 


46% 
43% 
84 '/2 
56i/» 

15'/4 


8.6 
40.8 
95.8 
83.3 

3.9 


402 
1,792 
8,097 
4,674 
59 


4.76 
5.18 
4.18 
5.72 
0.30 


10 
8 
20 
10 
51 


2.00 
1,50 
1.60 
1.60 
0.16 


4.3 
3.4 
1.9 
2.9 
1.0 


5 
70 
134 
264 

55 


Farm  House  Foods 
Wal-Mart  Stores 
Mattel 
Bache  Group 
Lockheed 


331.0 
330.4 
330.0 
328.4 
327.9 


6%-  l'/2 

28'/2-  5% 

16%-  4% 

19    -  4% 

48'/4-  6% 


6% 
28 '/4 
16'/h 
18 1/2 
32% 


4,5 
32.3 
15.9 

9.5 
1 1.8 


31 
912 
257 
176 
386 


0.67 
1.S8 
1,38 
3,59 
067 


10 
18 
12 
5 
49 


none 

0,20 
O.M) 
0,73 
none 


0.0 
0.7 
1.9 
3.9 
0.0 


293 
212 
305 
249 
21 


Shopwell 
Paine  Webber 
Missouri  Pacific 
Bausch  &  Lomb 
Morse  Shoe 


327.3 
326.8 
326.1 
319.8 
319.2 


7  -  1% 
22%-  5'/8 
99  -22% 
70  -12'/2 
29  -  5% 


5% 
21% 
98 
66'/« 
23% 


1.4 

7.5 
15.5 
11.8 

5.2 


8 

164 
1,520 
781 
124 


0.83 
0.87 
11.18 
4.35 
2.88 


7 
25 

9 
15 


none 
0.44 
3.60 
1.28 
0.80 


0.0 
2.0 
3,7 
1.9 
3.4 


*  Big  V  Supermarkets 

281  Norton 

74  American  Standard 

127  Control  Data 

751  Burlington  Northern 


313.9 
313.7 
311.9 
311.4 
310.2 


101/4-  2 
53%- 12% 
37%-  8% 
7778-17% 
68  -15% 


8'/8 

52% 
341/2 
721/2 
65% 


2.5 
16.5 
27.5 
18.5 
32.0 


21 
868 
950 
1,338 
2,102 


1,83 
5.04 
5.44 
7,82 
7.. 53 


4 
10 
6 
9 
9 


(),,«) 
1.80 
2,20 
0,60 
1.25 


3.7 
3,4 
6.4 
0.8 
1.9 


194  Smith  International 

64  Pneumo 

73  Caldor 

178  Dexter 

530  Standard  Oil  Indiana 


308.6 
306.4 
305.1 
303.1 
302.3 


60'/4-13% 
36%-  7% 
30%-  5% 
35  -  S'/k 
88'/4-20'/2 


59 

3178 

24% 

32% 
85% 


20.4 
4.5 
8.4 
9.2 
292.2 


1,202 
144 

208 
296 
25,053 


3.35 
2.57 
2.76 
2.79 
6.39 


18 
12 
9 
12 
13 


0.64 
0.80 
0.60 
1.00 
2.20 


1.1 
2.5 
2.4 
3.1 
2.6 


163  Bergen  Brunswig 

288  Baker  International 

•  Frontier  Airlines 
97  Republic  Finl  Svcs 

•  Hardee's  Food  Systems 


302.1 
295.9 
295.3 
295.0 
294.4 


21'/h-  .V/i 
48%- 10 
18%-  4% 
25%-  5 
26%-  6% 


19'/8 
48  y8 
18 
19% 
26% 


3.7 
66.0 
7.7 
7.0 
5.4 


72 
3,194 
139 
139 
143 


1.61 
2.1  1 
2.24 
3.02 
3.09 


12 
23 
8 
7 
9 


0.32 
0.40 
0.20 
1 .00 

0,32 


1,7 
0,8 


1.2 


7 

484 

284 
182 
175 


Savin 

Sun  Company 
Marathon  Oil 
Loews 

Fisher  Scientific 


292.4 
291.7 
290.3 
286.0 
284.0 


25   -  3% 
57'/2-13'/2 
82'/2-19% 
92'/2-21 
34%-  778 


13 

53-% 
80% 
82 '/2 
30 


6.2 
120.7 
60.6 
12.0 
5.1 


80 
6,442 
4,896 
994 
154 


3.28 
7.57 
6.25 
18.81 
3.11 


4 

7 

13 
4 
10 


0.70 
1.80 
2.00 
1.20 
0,52 


5.4 
3.4 
2.5 
1.5 
1.7 


210 
90 

144 
41 


Outlet 

Ryder  System 

Hyster 

Intel 

Acme-Cleveland 


283.6 
280.3 
278.5 
278.2 
277.8 


,?3'/4-  8% 
311/2-  8'/8 
48%- 1 1  Vi 
50'/2-10 
35%-  8'/h 


33 'A 

31'/4 

44 

48% 
29'/4 


2.5 
16.6 

6.0 
42.1 

4.3 


84 

520 
265 
2,053 
127 


0.13 
3.23 
7.62 
2  21 
4.02 


10 
6 

22 
7 


0.60 
1.08 
3.25 
none 
1.40 


1.8 
3.5 
7.4 
0.0 
4.7 


562 
554 
283 
408 
170 


ASARCO 
Alcan  Aluminium 
United  States  Filter 
Kaneb  Services 
Northwest  Energy 


277.1 
276.8 
275.4 
275.1 
273.9 


58'/2-13 
3878-  9% 
32%-  8% 
38%-  9% 
32%-  8'/4 


49 '/2 
36'/2 
32% 
37% 
31 


29.6 
80.9 
8.0 
21.8 
15.9 


1,465 
2,953 
258 
822 
492 


9.12 
6.62 
2.57 
3.13 
3.17 


5 
6 
13 
12 
10 


1.85 
1.40 
0.44 
0.90 
1.00 


3.7 
3.8 
1.4 
2.4 
3.2 


•      lames  River  Corp  Va 
69      Interpublic  (iroup 
291      Washington  National 
59      United  Refining 
Golden  West  Finl 


272.5 
270.9 
270.2 
266.9 
265.3 


26%-  S 
37'/2-  9 
41%- 10% 
3778-  678 
14   -  378 


18y8 

34 

3878 

25% 

14 


5.2 
4.5 
6.7 
2.4 
21.1 


98 
153 
260 

61 
296 


2  80 
4  40 
4.86 
4.21 
1.78 


0.48 
1 .60 
1.50 
I  (K) 
0.38 


2,6 
4.7 
<  9 
3.9 

2.7 


Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  31,  1975  to  Nov.  19,  1980.  For  comparison,  the  five- 
year  change  in  the  Consumer  Price  Index  was  52.7%. 
'Not  ranked  la,st  year. 
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Who's  where  in  the  stock  market 


Total 

Latest 

5-year 

1976-80 

Shares 

market 

12.month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

outstanding 

value 

earnings 

earnings 

annual 

Curren 

Rink 

80 

79 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 



196 

670 

FNSFRCH 

264.0% 

S  K  '/«    14  '/h 

57y8 

33.2 

$1,914 

$.V90 

1 5 

$1.72 

3.0% 

,i  21 

197 

184 

City  Investing 

260.0 

30'/4-  7 

24'/4 

24.5 

607 

4.23 

6 

1.50 

6.1 

U  21 

197 

152 

Kemper 

260.0 

36'/2-  8% 

31'/2 

12.6 

398 

6.85 

C 

1.40 

4.4 

V  M 

199 

476 

Rockwell  IntI 

257.2 

44  -11*74 

41% 

74.7 

3,118 

.V77 

1 1 

1.40 

3,4 

lit  ) 

200 

247 

Universal  Leaf 

255.7 

34'/4-  9'/4 

33 '/8 

8.8 

292 

.?,2S 

10 

1,.?2 

4.0 

M  )! 

201 

280 

Aric  I.niiici3iiA  CrSlc 

253.1 

39%- 1  f)% 

391/2 

25.1 

993 

3.02 

13 

1.40 

3.5 

§  33 

202 

!20 

Wallace-Murray 

253.0 

32%-  8y4 

30% 

6.7 

205 

4.63 

7 

1.60 

5.2 

»I  11 

203 

518 

Panhandle  Eastern 

252.6 

52'/4-14y4 

51'/8 

37.5 

1,917 

4.42 

12 

1.74 

3.4 

il 

204 

153 

Business  Men's  Assui 

251.5 

2978 

6.0 

178 

4.75 

6 

1.44 

4.8 

»  29 

205 

109 

Ruddick 

250.0 

11 3 

10'/2 

2.3 

24 

2.00 

5 

0.58 

5.5 

206 

350 

Standard  Oil  Calif 

248.9 

106   -19  Vh 

1021/2 

171.0 

17,532 

13.50 

8 

4.00 

,?,9 

ri  25 

207 

1 

Best  Products 

248.1 

34 '/4-  5'/4 

19 

9.7 

184 

2.93 

6 

0.24 

1,3 

n  r 

208 

2 

Service  Merchandise 

245.9 

23 '/2-  3'/2 

12'/4 

12.7 

155 

1.38 

9 

0.14 

1.1 

209 

513 

Peabody  IntI 

245.3 

45  -12% 

44 

10.4 

458 

2.35 

19 

0.32 

0.7 

29 

210 

336 

Gifford-Hill 

245.2 

23-6 

21 

73 

154 

2.04 

10 

0.92 

4.4 

?i  il 

211 

88 

Vornddo 

243.6 

29%-  45/8 

1 6y4 

5.3 

89 

-0.16 

def 

0.0 

%  70 

212 

304 

Mobil 

240.7 

89'/2-23y8 

80'/2 

212.5 

17,102 

13.14 

6 

4,00 

5.0 

V 

213 

278 

Sysco 

239.1 

27%-  5 'A 

26% 

9.4 

251 

2.31 

12 

0.40 

1.5 

Jl  31) 

214 

235 

Peoples  Drug  Stores 

237.5 

173/8-  5'/h 

1678 

3.8 

64 

2.17 

8 

0.28 

1.7 

;)  u 

214 

198 

Zayre 

237.5 

20%-  5'/4 

20'/4 

5.1 

104 

3.35 

6 

0.32 

1.6 

N  Vi 

216 

258 

Flowers  Industries 

232.1 

15'/h 

6.0 

91 

1 ,72 

9 

0.58 

3,8 

II  ill 

217 

622 

Halliburton 

231.3 

81 'A- 22 'A 

80% 

1 17.7 

9,501 

3.90 

21 

1.20 

1,5 

12  183 

218 

169 

Amsted  Industries 

227.2 

48'/2-14'/4 

46  y8 

10.8 

504 

6.60 

7 

2.48 

5.3 

(3  1J3 

219 

467 

Perkin-Elmer 

227.0 

7 1 '74-1 6 '/2 

66% 

21.0 

1,396 

3.37 

20 

0.88 

1.3 

U  lit 

220 

213 

Ashland  Oil 

226.9 

45 '/2- 127s 

42 1/2 

26.4 

1,124 

6.80 

6 

2.40 

5.6 

li  2Ji 

221 

217 

Southwest  Forest  Inds 

226.5 

24  _  6'/8 

20 

8.0 

161 

3.21 

0.50 

2.5 

lit  U/« 

221 

298 

Walgreen 

226.5 

41'/8-12'/8 

40 

7.0 

278 

5.12 

8 

1.76 

4.4 

P  229 

223 

134 

Fuqua  Industries 

225.0 

22 '/8-  4'/2 

14% 

12.8 

188 

4.79 

3 

0.50 

3.4 

K  234 

224 

392 

Ogden 

224.8 

32'/8-10'/8 

32% 

12.5 

409 

4.52 

7 

1.60 

4.9 

19  2IJ 

225 

321 

Raymond  IntI 

224.2 

34%-10'/8 

33 '/2 

5.8 

196 

0.92 

36 

1.00 

3.0 

»  3IS 

226 

477 

Federal-Mogul 

224.0 

217a-  6% 

20 'A 

12.5 

252 

2.86 

7 

1,20 

=1,9 

'1  U1 

227 

199 

Dorsey 

223.5 

22 '/2-  6% 

20% 

3.0 

61 

2.95 

7 

0,80 

3.9 

n  m 

228 

76 

Entex 

223.4 

19'/s-  41/4 

1478 

21.1 

313 

1.64 

9 

0.88 

5.9 

(3  9i 

229 

154 

McGraw-Hill 

222.1 

42'/4-12y4 

4178 

24.7 

1,035 

3.36 

12 

1.52 

3.6 

't  241 

230 

380 

Dresser  Industries 

221.6 

5278-15% 

50% 

78.0 

3,959 

3.18 

1(S 

060 

1.2 

ti  )31 

231 

114 

iN^acmillan 

220.0 

21%-  4Vi 

14 

12.6 

176 

-3.49 

def 

0.82 

5.9 

1  333 

232 

584 

Atlantic  Richfield 

217.6 

73%- 20% 

71% 

234.2 

16,801 

6.43 

11 

1.90 

2.6 

f  575 

233 

275 

Wheelabrator-Frye 

216.0 

61  -18 

59  lA 

10.5 

620 

4.23 

14 

1.40 

2.4 

«  334 

234 

269 

General  Signal 

215.3 

54'/4-17'/8 

54 

26.3 

1,422 

3.88 

14 

1.48 

2.7 

«  M 

235 

490 

Hughes  Tool 

213.6 

93'/4-19'/8 

89% 

25.7 

2,304 

4.87 

18 

1.12 

1.2 

10  ' 

236 

394 

Insiico 

213.4 

211/4- 

2078 

12.9 

269 

l.M 

9 

0.94 

4,5 

237 

168 

McDonough 

211.1 

44'/4-13V4 

42 

4.0 

168 

4.15 

10 

1.40 

3,3 

12  lOi 

238 

72 

Bfckman  Instruments 

209.9 

37  -10% 

36'/a 

20.2 

731 

1.79 

20 

0.36 

1,0 

1!  i9S 

239 

565 

Santa  Fe  Industries 

209.1 

95  -29'/8 

9378 

29.0 

2,726 

9.50 

10 

3  00 

3,2 

II  2" 

240 

119 

CNA  Financial 

208.3 

19y8-  5Vk 

181/2 

48.5 

897 

3.60 

none 

0,0 

S  480 

241 

376 

Foxboro 

208.2 

59%—  1  sya 

56 'A 

8.3 

466 

3.32 

17 

1.30 

2.3 

*  4411 

242 

Keystone  Foods 

207.4 

20   -  378 

131/8 

2.8 

37 

1.46 

9 

0.20 

1.5 

r  572 

243 

159 

NCR 

207.4 

81^2-23% 

73 

26.4 

1,925 

8.80 

8 

2.00 

2.7 

1!  328 

244 

113 

Supermarkets  General 

206.8 

19%-  5 '/a 

1678 

8.2 

138 

2.77 

6 

0.54 

3.2 

"  385 

245 

414 

Earle  M  Jorgensen 

206.7 

441/4-1378 

42% 

3.3 

139 

6.24 

7 

1.60 

3.7 

11  528 

246 

256 

Idle  Wild  Foods 

205.0 

27%-  3 

1  5  1/4 

1.8 

27 

3.58 

4 

0.80 

5.2 

— 

"  181 

247 

396 

So  Natural  Resources 

202.6 

74'/4-23'/4 

73 

20.4 

1,487 

6.42 

1 1 

.1.85 

2.5 

12  254 

248 

85 

Toro 

202.4 

29%-  5% 

1578 

5.5 

88 

•  -0  96 

def 

0.88 

5.5 

|!  332 

249 

81 

Tektronix 

201.9 

70'/4-22'/8 

67  y. 

18.4 

1,249 

4  56 

15 

0.92 

1.4 

"  125 

250 

246 

Barnes  Group 

201.7 

2578-  7'/, 

22  V„ 

6  9 

155 

3.48 

6 

1  00 

4.=i 

li  191 

251 

208 

SpahnarH  AllipH  MillSno 

200.0 

111/,  f,\A 
/2 —    0  /2 

1  91A 

1  5 

29 

3.60 

5 

0.50 

2.6 

~~ — ■ 

It  U2 

r  527 

251 

243 

United  Brands 

200.0 

16%-  5'/8 

15% 

11.0 

174 

2.79 

6 

0.50 

3.2 

253 

201 

Honeywell 

198.5 

102%-32% 

99  y8 

22.3 

2,220 

9.77 

10 

3.00 

3.0 

84 

254 

165 

Ametek 

198.1 

31 1/2-  9y8 

2878 

10.8 

311 

2.00 

14 

1.00 

3.5 

"  172 

255 

224 

Ex-Cell-O 

197.4 

46%-14'/8 

42 

10.3 

431 

4.73 

9 

2.00 

4.8 

»  417 

256 

466 

Texas  Eastern 

197.0 

86'/2-28% 

85% 

25.2 

2,162 

8,22 

10 

3.20 

3.7 

sir 

257 

349 

Turner  Construction 

195.3 

2478-  8 'A 

23% 

2.0 

48 

3,16 

7 

1,28 

5.4 

5  343 

258 

160 

Capital  Cities  Common 

194.4 

72   -21 '/8 

62% 

12.7 

800 

5.25 

12 

0.20 

0.3 

363 

259 

* 

Gibraltar  Financial 

191.1 

16%-  3'/8 

91/8 

14.0 

127 

-0.12 

det 

0.60 

6  6 

iSO 

260 

300 

Vulcan  Materials 

191.0 

47'/2-15y8 

44% 

11.4 

507 

^,86 

8 

2.00 

4  ^ 

■  205 

Note:  Except  as  kx)tnoted,  price  changes  are  measured  from  Dec  31, 1975  to  Nov.  19,  1980.  For  comparison,  the  fiv 
year  change  in  the  Consumer  Price  Index  was  52.7% 
•Not  ranked  last  year    def:  deficit 
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Who's  where  in  the  stock  market 


td 

Total 

Latest 

Rank 

5-year 

1976-80 

Shares 

market 

12-month 

Price/ 

Indicated 

ll 

80 

Company 

price 

price 

Recent 

outstanding 

value 

earnings 

earnings 

annual 

Current 

)m 

79 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

iC  1 
01 

ZU/ 

McDonnell  Douglas 

1  VU.9  % 

.S278-  14'/) 

44 

38.2 

$1,681 

$3.81 

12 

$0.90 

2.ff/o 

6.1 

62 

215 

PACCAR 

190.7 

741/2- 24'/4 

701/2 

8.2 

581 

0 

c  7 

4,4 

63 

403 

Texas  Gas  Transmn 

190.4 

44  -141/2 

41% 

20.5 

858 

4.32 

10 

1.64 

3.9 

34 
4.0 

64 

98 

Allis-Chalmers 

189.6 

^S'/s-lF/s 

34% 

12.4 

432 

4.22 

8 

2.00 

5.8 

65 

333 

Nationwide 

187.3 

20'/4-  7 

19% 

10.3 

203 

3.78 

5 

0.66 

3.3 

3.5 

00 

New  York  Times 



187.2 

38  - 1 1 V2 

33% 

12.0 

404 

3.45 

10 

1.00 

3.0 

5.2 

67 

116 

Tyler 

187.1 

19'/4—  5'/« 

14% 

9  6 

1  An 

1  OA 

7 

U.r)U 

6  A 

3.4 

68 

* 

Republic  Airlines 

184.2 

11%-  2% 

6% 

19.6 

132 

-1.36 

def 

0.20 

3.0 

48 

69 

293 

Imperial  Corp  of  Am 

184.2 

35  -10'/4 

291/8 

14.2 

413 

3.58 

8 

1.20 

4.1 

5,5 

70 

541 

Dean  Witter  Reynolds 

183.5 

23-8 

221/2 

10.0 

224 

3.56 

6 

0.80 

3.6 

3.9 

Tf 

/ 1 

IV/ 

1  rans  World 

183.3 

.50  Vh-  7'/2 

21 1/4 

16.1 

342 

-1.94 

def 

none 

0,0 

1,3 

72 

470 

Commercial  Metals 

181.9 

,?9    -  (yVx 

28% 

2.9 

81 

6  20 

5 

1  1 

1,1 
0,7 

73 

581 

Raychem 

180.8 

88  -14% 

8/1/2 

8.7 

765 

4  04 

22 

0.44 

0.5 

74 

292 

Maryland  Cup 

180.6 

32%- 1 1 

30% 

6.7 

207 

3.89 

8 

0  64 

2.1 

4,4 

75 

517 

Oklahoma  Natural  Gas 

176.3 

44%-15'/2 

43% 

10.5 

458 

3.82 

1 1 

2.00 

4.6 

0,0 

'0 

/  U3 

Rohr  Industries 

175.6 

20-4 

141/8 

5.2 

73 

0.14 

none 

0.0 

5,0 
1,5 

77 

* 

Electronic  Data  Syst 

171.7 

37'/2- 1 1  % 

33  ys 

14. 1 

473 

I  c 
1 

1 . 1  z 

0.0 

78 

314 

Fred  Meyer 

171.5 

39  -13% 

36 

6.9 

248 

2.78 

13 

0.66 

1.8 

1/ 

79 

141 

Midland-Ross 

170.8 

30'/2-  9 

24% 

11.8 

288 

3.73 

7 

1.40 

5.7 

1,6 

40 

176 

Consolidated  Papers 

169.5 

36'/2-liy8 

32 

10.7 

343 

4.89 

7 

2.00 

6.3 

]f 

51 

^^entral  steel  n.  Wire 

1 69.2 

250  -91 

245 

0.3 

82 

27.63 

9 

13.25 

5.4 

1,5 

$2 

183 

rt^oQfP  McCormack  Res 

168.5 

58  -19'/2 

551/2 

5.7 

317 

8  20 

7 

1  .Zo 

J-,o 

5,3 

(3 

143 

Cook  United 

168.0 

lO'/s-  2'/8 

5% 

5.9 

33 

0.71 

8 

0.15 

2.7 

1,3 

i4 

346 

Godfrey 

167.6 

17   -  5% 

15 

16 

24 

2  11 

7 

0.72 

4.8 

5,6 

J5 

245 

Athlone  Industries 

167.6 

2sy4-  8y4 

23y4 

2.8 

67 

1.01 

24 

1.50 

6.3 

1  '•, 
u 

ID 

166 

American  General 

166.7 

41  -12'/k 

36 

25.0 

900 

6.34 

6 

1.00 

2.8 

4,4 

[7 

229 

Gulf  United 

165.6 

27'/4_  71/2 

20% 

24.2 

491 

2.84 

7 

1.24 

6.1 

3,4 

18 

234 

Di  Giorgio 

162.5 

15'/8-  4'/8 

101/2 

6,1 

64 

1.28 

8 

0.56 

5.3 

49 

19 

214 

Longview  Fibre 

162.1 

38  -12% 

321/2 

11.5 

374 

1.56 

21 

1.20 

3.7 

3,0 

315 

Colt  Industries 

162.0 

54  -19 

50 

12.8 

641 

7.84 

6 

2.90 

5.8 

'1 

649 

Merrill  Lynch 

161.2 

39 'A- 13  Vi 

37% 

M .  1 

1,404 

4.96 

8 

1,12 

3.0 

3,9 

'2 

192 

Cessna  Aircraft 

160.8 

29y8_  9V2 

25% 

1 8  7 

483 

1  5 1 

1  7 

0  40 

1  5 

5,9 

'3 

95 

Pay  Less  Drug  NW 

160.4 

28  -10'/2 

271/2 

4.4 

121 

2.97 

9 

0.68 

2.5 

3,6 

'4 

241 

Waldhaum 

158.9 

20y4-  6'/4 

16% 

2.5 

42 

3.37 

5 

none 

0.0 

1! 

'5 

431 

United  Technologies 

158.2 

63'/8-23'/« 

59% 

42.8 

2,560 

7.03 

9 

2.20 

3,7 

'o 

bob 



InterNorth 

157.6 

45'/4-16'/8 

43  y8 

44.6 

1,944 

4.99 

9 

1.80 

4.1 

2,6 

7 

575 

Getty  Oil 

157.1 

108'/4-33 

104% 

82.2 

8,606 

10.25 

10 

2.00 

1.9 

2,4 

)8 

334 

Curtiss-Wright 

156.1 

31'/8-10 

26% 

8.3 

'217 

4.41 

6 

1.00 

3.8 

1,/ 

•9 

80 

Del  E  Webb 

155.6 

38  -  3% 

8% 

9.5 

82 

1.04 

8 

0.20 

2.3 

1,2 

K) 

* 

Heck's 

155.4 

19  -  6'/8 

16 1/8 

6.5 

105 

2.45 

7 

0.30 

1.9 

bf 
'1 

ovu 

Nashua 

1 55.1 

38  -lOyi 

28y8 

4.7 

132 

4.50 

6 

1 .50 

5.3 

3,3 

)2 

808 

Pioneer  Hi-Bred  Intl 

155.0 

1 L —  1  J  /2 

40  ys 

1 5.9 

644 

3.59 

1 1 

0.96 

2.4 

1,0 

3 

395 

Lone  Star  Industries 

154.5 

38%- 14 

35% 

10.7 

381 

5.44 

7 

1.65 

4.6 

3,; 

4 

277 

Areata 

152.5 

301/2-  9y4 

251/4 

6.6 

167 

3.69 

7 

1.28 

5.1 

0,0 

5 

480 

Dravo 

152.0 

49%- 19 

481/2 

8.0 

389 

2.88 

17 

1 .36 

2.8 

) 

2,3 

o 

440 

 —  

Occidental  Petroleum 

151.8 

1  /"  1/  111/ 

36%- 13 1/2 

35% 

77. 1 

2,716 

9.64 

4 

2.20 

6.2 

1.5 

7 

572 

Allegheny  Ludlum  Inds 

151.4 

44yK_  1  ^% 

44 

7.2 

315 

7.44 

6 

1.40 

3.2 

} 

2.7 

8 

328 

A-T-O 

150.9 

I8%-  7 'A 

17 'A 

5.9 

101 

3.12 

6 

0.60 

3.5 

) 

.3,2 

9 

385 

Big  Three  Industries 

150.9 

72'/2-26 

6  7 1/2 

21.1 

1,426 

3.78 

18 

1.00 

1.5 

[I 

3.7 

528 

Louisiana  Land 

150.3 

63y4-19'/2 

56 

38.0 

2,127 

4.64 

12 

1.80 

3.2 

0 

1 

.1 

1 89 

 :  ;  :  

Norris  Industries 

148.9 

331/2-  1 1  1/h 

27y8 

9.8 

267 

2.45 

1 1 

1 .60 

5.8 

J 

]] 

2 

254 

Abbott  Laboratories 

148.5 

,S5  -18% 

51 1/4 

60.3 

3,090 

3.34 

15 

1.20 

2.3 

; 

332 

Trane 

147.7 

271/2-  9% 

24 

10.2 

244 

3.64 

7 

1.04 

4.3 

14 

125 

Allen  Group 

146.8 

201/2-  /y. 

I91A 

4.2 

81 

2.18 

9 

1.00 

5.2 

0 

V 

45 

5 
— 

191 

R  H  Macy 

146.8 

501/2-17% 

44  y8 

16.0 

712 

6.48 

7 

l.,50 

3.4 

0 

2.6 

6 

142 

AIco  Standard 

146.6 

371/4-141/8 

35% 

9.3 

332 

5.25 

7 

1.76 

4.9 

0 

7 

527 

Msrch  Siinprmarlf ptc 

146.5 

71/4—  V/» 

3.2 

21 

1.31 

5 

0.36 

5.4 

0 

3.0 

B 

84 

General  Cinema 

146.3 

251/8-  8 1/2 

23  lA 

11.0 

255 

2.31 

10 

0.80 

3.4 

0 

3.5 

n 

1  /Z 

Dennison  Mfg 

145.9 

2  PA-  7'/4 

1 7% 

9.1 

161 

2.40 

7 

1.16 

6,5 

0 

4.8 

n 

u 

417 

Pitney  Bowes 

145.7 

40y8-13'/2 

35% 

14.8 

526 

4.24 

8 

1.60 

4.5 

0 

3' 

1 

306 

Western  Bancorp 

145.2 

35  -11% 

29% 

37.5 

1,111 

5.31 

6 

1.84 

6.2 

8 

5.4 

2 

343 

Louisiana-Pacific 

142.4 

291/2-101/2 

26% 

29.7 

784 

2.36 

1 1 

0.72 

2.7 

D 

0,3 

) 

363 

Chromalloy  American 

142.1 

26'/8-  9'/4 

23 

13.8 

317 

2.87 

8 

1.10 

1.8 

lO 

6,6 

4 

360 

Houston  Natural  Gas 

142.1 

591/2-19% 

59 

39.9 

2,354 

5.06 

12 

1.30 

2.2 

« 

4,5 

5 

205 

Kidde 

141.7 

45  -181/8 

431/2 

9.5 

411 

8.50 

5 

2.00 

4.6 

mM 

Note:  Except  as  footnoted,  price  change.s  are  measured  from  Dec.  31,  1975  to  Nov.  19,  1980.  For  comparison,  the  five 

par 

year  change  in  the  Consumer  Price  Index  was  52.7%. 

"Not  ranked  last  year. 

def,  deficit 
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Who's  where  in  the  stock  market 


Total 

Latest 

5-year 

1976-80 

Shares 

market 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

outstanding 

value 

earnings 

earnings 

annual 

Curte 

80 

79 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

326 

600 

Wcstinghousc  Llcctnc 

140  2% 

.  )Z  /8  -  i  ■» 

.IZ  /8 

84  8 

$2  724 

til  7fl 

7 

A  A^/ 

327 

197 

Stanley  Works 

139.7 

23-7 

i7y8 

25.5 

'444 

1.83 

9 

0.68 

3.9 

328 

330 

Copeland 

139.5 

25y«-ioy4 

25y4 

5.6 

145 

3.41 

8 

1.00 

3.9 

329 

626 

Cyclops 

138.8 

29y8-10'/2 

2478 

3.2 

79 

-0.04 

def 

1.35 

5.4 

11H 

5  3U 

Alii 
0  JO 

W  R  Grace 

H8.3 

=.8'/4-23y« 

58y8 

44.5 

2,600 

6  (17 

10 

2.30 

3.9 

331 

668 

iVewniont  iVlining 

1  J/  .u 

fi,(\7/o     1  CI/_ 

/I 

9^  A 

Z3.0 

1  393 

a  ill 
0.00 

0 

9  ne; 

 1 

0.0 

332 

539 

H  K  Porter 

135.8 

76  -30 

70% 

1.2 

'  82 

14.74 

5 

3.20 

4.5 

333 

450 

Witco  Chemical 

135.7 

33y4-13% 

33 

8.9 

295 

4A2 

7 

1.60 

4.8 

334 

384 

Kroger 

135.6 

27  -  8% 

21'/2 

27.7 

595 

3.35 

6 

1.52 

7.1 

151 

Amer  Broadcasting 

135.0 

47y8-13'/4 

30y4 

28.0 

861 

5.41 

6 

1.60 

5.2 

336 

378 

I\ortn  /\mencan  t^oal 

134.0 

HV  /4—  1  '4  /8 

38  V4 

?> 

129 

^  8 1 

10 

n  79 

U,  '  z 

I  9 

337 

257 

Parker-Hannifin 

133.5 

34V4-14'/2 

34 '/4 

14.9 

509 

3.77 

9 

1.32 

3.9 

338 

171 

Varian  Associates 

133.3 

35'/4-liy4 

28 

7.8 

217 

2.77 

10 

0.52 

1.9 

339 

453 

Conoco 

133.3 

73  -24'/2 

71 

107.8 

7,652 

9,06 

8 

2.20 

3.1 

340 

7  1  <i 
^  I  o 

Federal  Paper  Board 

132.8 

35  -12 

28 '/h 

7.2 

206 

3  88 

7 

1,00 

,V5 

341 

185 

132.4 

/8 —   y  /8 

9  1  'A 

5  5 

118 

2  92 

7 

1  04 

4  8 

342 

361 

Foremost-McKesson 

132^1 

32y4-13'/2 

32'/2 

15.0 

489 

3.90 

8 

2.00 

6.2 

343 

296 

Cnim  &  Forster 

130.9 

35'/2-iiy4 

28 

27.9 

780 

5.54 

5 

1.44 

5.1 

344 

435 

Stanadyne 

130.8 

38y4-13 

30 

4.8 

144 

2.97 

10 

1.52 

5.1 

345 

932 

CBI  Industries 

130.5 

69  -21 

68 

17.8 

1,213 

3.41 

20 

1.45 

2.1 

346 

497 

^perry  <x  riutcninson 

1 30.0 

z,o  /i  —  l\) 

Z.J 

U  1 

209 

z.uz 

]  [ 

1  no 

347 

231 

Times  Mirror 

128.4 

45y8-18'/4 

42 '/4 

34.1 

1,440 

3.93 

1 1 

1.72 

4,1 

348 

737 

Intl  Minerals  &  Chem 

128.0 

57  -21% 

57 

27.0 

1,539 

5.76 

10 

2..32 

4,1 

349 

494 

Gulf  Oil 

127.4 

54'/2-20y8 

46  ys 

195.2 

9,100 

7. S3 

6 

2.50 

5.4 

350 

Federal  Co 

127.3 

25V»-1 1'/8 

25 

8  1 

203 

l.SS 

16 

1  .30 

5.2 

351 

496 

Aptnfl  T  irp  J6  t~'aGiia1t'V 

127.0 

40'/8- 15 

35% 

80.6 

2  880 

6.35 

5 

2.12 

5.9 

352 

367 

Dow  )one$ 

126.9 

59'/4-25 

59 

15.5 

916 

3.42 

17 

1.60 

2.7 

353 

263 

Transamerica 

126.9 

20y8-  8'/8 

19 

65.3 

1,241 

3.64 

5 

1  28 

6.7 

354 

500 

Southern  Union 

126.1 

34'/4-12y8 

33 '/4 

10.2 

337 

3.66 

9 

1.40 

4.2 

355 

623 

Peoples  Energy 

125.6 

62y8-26'/8 

59 

28.7 

1,694 

5.01 

12 

3.08 

5.2 

356 

543 

125.5 

1  V/4 

73 

2  .^6 

1  00 

7 

357 

876 

Seagram 

124.6 

6178- 1 9 '/4 

59'/4 

35.1 

2,078 

4.12 

14 

1.40 

2.4 

358 

326 

SCM 

124.2 

32'/4-ll'/2 

25 '/2 

9.6 

244 

5.86 

4 

1.80 

7.1 

359 

365 

Weis  Markets 

124.0 

28y4-12y4 

2874 

9.1 

262 

,V35 

9 

0,88 

3.1 

JO" 

Reeves  Brothers 

124.0 

35'/8-15y4 

35 

2.3 

80 

6  7,1 

s 

2.20 

6.3 

361 

325 

iVieaQ 

1  'yA  n 

l^*f.O 

O  ^  7/„  IT 
OO  /8—  1  Z 

0  71/. 
Z  /  /4 

zo.z 

c 
D 

1  on 

7  n 

362 

398 

Dillingham 

123.4 

i9y4-  7 

1778 

12.8 

229 

2.63 

7 

0.70 

3.9 

362 

222 

Frederick  &  Herrud 

123.4 

9y4-  2% 

6'/2 

3.5 

23 

0.98 

7 

0.24 

3.7 

364 

Marley 

122.8 

35y4-14'/4 

3iy4 

5.2 

164 

3.60 

9 

1.00 

3.1 

365 

158 

Dan  River 

122.4 

20-7 

16'/8 

5.7 

91 

3.64 

4 

1.12 

6.9 

366 

iVi^rcstitiic  i  f X3S 

122.4 

.^1  Vi—  ISVa 

zy  /2 

312 

4  ^0 

7 

1  32 

4  5 

367 

338 

A  E  Staley  Mfg 

121.6 

42'/2-ll 

38 '/2 

21.2 

814 

3.51 

11 

0.80 

2.1 

368 

265 

Suburban  Propane  Gas 

121.6 

42y8-i4y8 

32'/8 

4.6 

148 

5.01 

6 

1.44 

4.5 

369 

459 

National  Can 

121.4 

25y8-10'/2 

231/4 

8.8 

204 

5,37 

4 

0.88 

3.8 

370 

272 

Tecumseh  Products 

121.1 

72'/2-29'/2 

63 

5.5 

J45 

7,7X 

8 

3.20 

5.1 

371 

538 

flrtt  mm  3n 

120.9 

■jZj  /2 —  lo  /4 

zy  /8 

0 

7.0 

293 

9  9^ 
z.zo 

10 

1  40 

4  7 

372 

577 

Ideal  Basic  Inds 

120.8 

30'/2-13'/4 

29 '/4 

13.3 

389 

5.01 

6 

1.70 

5.8 

373 

209 

Northwest  Industries 

120.7 

39'/4-16'/8 

36 

29.9 

1,077 

4.83 

7 

2.28 

6.3 

374 

746 

Armco 

117.8 

4oy8-i4y8 

39y8 

45.3 

1,783 

5.12 

8 

1.64 

4.2 

375 

553 

Consol  Natural  Gas 

117.4 

54y8-24'/2 

53 

19.7 

1,046 

5.57 

10 

3.24 

6.1 

376 

409 

Crane 

1 17.4 

'  /8 —  z.  1  /4 

471/y 

10  1 

477 

4  .^4 

1  [ 

1  60 

3.4 

377 

356 

Martiott 

117.3 

37   -  8'/8 

3378 

24.9 

842 

2.47 

14 

0.24 

0.7 

378 

359 

Borg-Wamer 

116.9 

45y8-i9y8 

4378 

20.9 

905 

6.05 

7 

2.48 

5.7 

^  TO 

Texasgulf 

116.5 

63'/4-15'/8 

60y8 

32  9 

1,994 

8,64 

7 

1  60 

2.6 

380 

* 

Howell 

116.4 

33    -  4V8 

22 

5  9 

129 

6 

0.40 

1.8 

381 

323 

1  1  & 

ZU/2 

iZ.O 

9/;9 
^0^ 

0 

o.u 

382 

368 

TRW 

114.8 

58y8-26y4 

58 

31.5 

1,829 

6.26 

9 

2.20 

3.8 

383 

366 

Security  Pacific 

114.6 

34y4-1378 

29 '/2 

27.7 

817 

6.24 

5 

2.00 

6.8 

384 

422 

First  City  Bancorp 

114.4 

48'/2-22 

46y8 

14.3 

668 

6.21 

8 

1.84 

3.9 

385 

369 

Morton-Norwich 

113.9 

34'/8-13y8 

2878 

13.5 

389 

3.36 

9 

1.52 

5.3 

386 

433 

City  Stores 

113.3 

5y8-  p/s 

4 

3.3 

13 

-14  06 

def 

none 

00 

386 

230 

U  S  Industries 

113.3 

io'/2-  3y8 

8 

23,8 

190 

097 

8 

0.76 

9.5 

388 

138 

MCA 

112.9 

57y4-i9y8 

5278 

23.7 

1,241 

6.08 

9 

1.50 

2.9 

389 

425 

Phillips  Petroleum 

112.4 

61'/«-24y4 

57y8 

152  2 

8,770 

7  10 

8 

1.80 

3  1 

390 

240 

Stone  Container 

112.3 

2978-10 

23 

S.l 

117 

4,09 

6 

0.^2 

3,1 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  31, 1975  to  Nov.  19,  1980.  For  comparison,  the  f 
year  change  in  the  Consumer  Price  Index  was  52.7%. 
*Not  ranked  last  year    def:  deficit 
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Who's  where  in  the  stock  market 


80 


Rank 

79 


391 
392 
393 
394 
395 


Company 


545 
162 
861 

108 


Eastern  Air  Lines 
Cone  Mills 
McDermott 
Old  Republic  IntI 
Rite  Aid 


5-year 

price 

change 


111.8% 

111.7 
111.0 
111.0 
110.7 


1976-80 

price 

range 


Recent 
price 


15%-  41/8 
43'/2-18'/8 

41 '/4- 15  78 

24'/8-  3Vi 
33'/4-13'/2 


9 
4078 
40% 

1 5  '/4 

31% 


Shares 

outstanding 

(millions) 


Total 
market 
value 
(millions) 


24.7 
5.8 

36.4 
9.4 

10.5 


$  223 
234 
1,490 
148 
335 


Latest 

12-month  Price/ 

earnings  earnings 

per  share  ratio 


$-1  01 
9.06 
1.92 

3.77 
3  11 


def 
4 

21 
4 
10 


Indicated 

annual  Current 
dividend  yield 


none 
$2.00 
1.40 
0.92 
0.75 


0.0% 

4.9 

3.4 

5.8 

2.4 


396  769  Alexander  &  Baldwin 

397  196  Ramada  Inns 

398  525  El  Paso 

399  362  Alexander's 

400  505  Gt  Western  Financial 


109.9 
109.7 
109.6 
109.4 
109.2 


4i'/4-i2y8 

17  -  3'/8 
30'/i- 113/4 
16%-  5% 
27y4-  9'/8 


34% 

8'/8 

24% 
13% 
19 


9.1 
27.0 
47.3 

4.5 
22.4 


315 
219 
1,166 
63 
426 


6.92 
0.49 
1.64 
0.23 
2.26 


5 

17 
15 
60 


1.60 
0.12 
1.48 
none 
0.88 


4.6 
1.5 
6.0 
0.0 
4.6 


401 
402 
403 
404 

405 


200 
190 
235 
775 
161 


Carson  Pirie  Scott 

Digital  Equipment 

Harsco 

Amfac 

Melville 


109.1 
108.8 
108.2 
108.1 
107.6 


25 'A- 10 
98y4-36% 
36%- 16% 
35%- 13 
41%- 17% 


22'/8 
95 '/4 
35'/4 
32 
37% 


3.5 
45.6 
10  i 
13  6 
25.4 


77 
4,340 
355 
435 
951 


3.04 
5.60 
4.88 
4.63 
4.22 


7 
17 
7 
7 
9 


1.20 
none 
2.10 
1.32 
1.60 


5.4 
0.0 
6.0 
4.1 
4.3 


406 
407 
408 
409 
410 


248 
454 
457 
693 
485 


Saxon  Industries 
Rose's  Stores 
H  H  Robertson 
AMP 

Dun  &  Bradstreet 


106.7 
106.2 
106.0 
105.7 
105.3 


9y4-  3% 

17%-  71/2 
44  -21 
54'/2-24 
59  -24% 


7% 
16% 
43 
54 '/2 
58 '/2 


6.9 
2.1 
2.1 
36.0 
27.9 


54 
36 
92 
1,962 
1,633 


1.04 
4.09 
7.79 
3.62 
3.56 


7 
4 
6 
15 
16 


0.10 
0.80 
2.20 
1.00 
2.04 


1.3 
4.8 
5.1 
1.8 
3.5 


411  261  H  F  Ahmanson 

412  848  Norfolk  &  Western  Ry 
1413  388  U  S  Fidelity  &  Gty 

I  414  309  Fort  Howard  Paper 

415  544  Bell  &  Howell 


105.1 
104.9 
104.7 
104.3 
103.1 


28%-  9% 
46 '78- 20% 
46'/2-19% 
59'/2-27'/4 
34'/8-13% 


20 

43% 

41% 

59 
33 


23.0 
31.3 
27.9 
13.5 

5.6 


459 
1,365 
1,152 
795 
184 


2.82 
6.64 
8.90 
4.94 
3  92 


7 
7 
5 
12 


1  20 
2.20 
2.80 
1.48 
0.96 


6.0 
5.0 
6.8 
2.5 
2.9 


416  782  Deluxe  Check  Printers 

417  218  Data  General 

418  399  U  S  Bancorp 

419  363  Amer  Hoist  &  Derrick 

420  573  St  )oe  Minerals 


102.9 
102.3 
102.0 
101.9 
101.1 


52%- 20% 
87%-34 
27%- 11% 
26%- 12 
37%- 10% 


52'/4 

75% 

23% 

26 

34% 


11.4 
10.2 
14.3 
5.7 
45.1 


596 
772 
341 
149 
1,563 


3.72 
5.20 
3.88 
3.59 
2.11 


14 

15 
6 
7 

16 


1.56 
none 
1.00 
1.12 
0.90 


3.0 
0.0 
4.2 
4.3 
2.6 


421  767  Wamaco 

422  510  Hewlett-Packard 

423  423  Gt  Northern  Nekoosa 
U23  239  Knight-Ridder  News 
1423  *  Seaway  Food  Town 


100.9 
100.5 
100.0 
100.0 
100.0 


I7%-  5% 
97  -30% 
44%-21'/8 
32'/8-14% 
12 'A-  5'/8 


16 1/2 
94 '/4 
42 '/4 
291/4 
12 


3  9 
60.0 
16.0 
31.9 

1.6 


65 
5,685 
676 
934 

20 


3.58 
4.47 
6.19 
2.72 
2.78 


5 
21 

7 
11 

4 


0.80 
0.40 
1.80 
0.80 
0.72 


4.8 
0.4 
4.3 

2.7 

6.0 


(426  478  American  Brands 

427  441  United  States  Gypsum 

428  446  Bemis 

429  516  Wickes  Companies 

430  472  Ethyl 


99.4 
98.5 
98.2 
97.7 
96.7 


88'/8-38'/8 
37%- 16% 
30'/2-13% 

19'/2-  8'/2 

36'/2-14% 


77 
33 
271/4 
16% 
29 '/2 


27.2 
16.1 
3.6 
13.8 
19.2 


2,093 
530 
98 
231 
566 


14,31 
5.69 
3.12 
1.10 
4.35 


6 
9 
15 
7 


6.20 
2.40 
1.60 
1.04 
1.50 


8.1 
7.3 
5.9 
6.2 
5.1 


431 
432 
433 
434 

«  435 

!436^ 
437 
438 
439 
440 


460  George  A  Hormel 

463  National  Gypsum 

597  Exxon 

753  Texaco 

354  Leaseway  Transportation 


95.8 
95.7 
95.5 
95.2 
94.6 


20  -  8'/2 
26  -11% 
88'/2-42% 
47'/«-22'/e 
.34%-15'/2 


17y8 

23 

86% 

45% 

34 


96 
16.6 
434.8 
269.2 
119 


167 
381 
37,719 
12,281 
404 


3.84 
3.56 
12.99 
8.42 
3.67 


0.92 
1.48 
6.00 
2.60 
1.40 


5.3 
6.4 
6.9 
5.7 
4.1 


836  American  Petrofina 

*  Alexander  &  Alexander 

442  IC  Industries 

406  Dibrell  Brothers 

758  Motorola 


94.1 
93.6 
93.1 
92.9 
92.7 


71  -22% 
36%- 14% 
33%-16'/8 
19'/2-  9% 
80%-33% 


61% 

30 

31% 

18 

79'/2 


10.8 
18.3 
16.1 
1.3 
31.2 


665 
548 
509 
24 
2,482 


9.54 
3.07 
5.53 
2.76 
5.55 


6 
10 

6 
7 
14 


3.20 
1,64 
2.00 
1.12 
1.60 


5.2 
5.5 
6.3 
6.2 
2.0 


441  289  RevcoDS 

442  936  Trans  Union 

443  621  Fleming  Companies 
■444         •  First  Boston 

445  405  Valley  Natl  Bk  Ariz 


92.6 
92.4 
90.8 
90.8 
90.3 


35%-15'/4 
58'/4-27% 
26  -13% 
34'/2-10% 
36  -15'/8 


32 '/2 
56 'A 
26 
31 

31% 


13.6 
12.5 
6.3 
4.5 
10.1 


441 

709 
165 
141 
323 


2.98 
5.38 
3,08 
7.72 
4.95 


11 
11 


1,00 
2.60 
1.12 
1.75 
1  40 


3.1 
4.6 
4.3 
5.6 
4.4 


446 
447 
448 

I  449 
450 


603 
645 
472 
600 

555 


Irving  Bank 
Tenneco 

American  Natl  Ins 
NICOR 

Eastern  Gas  &  Fuel 


90.1 
89.7 
89.5 
89.4 
89.3 


42  -21% 
52'/4-26 
18'/4-  9% 
43%-22'/8 
30%- 13 


40% 
50% 

13'/2 

42% 
30'/8 


8.6 
116.7 
30.8 
19.9 
22.6 


353 
5,922 
416 
843 
681 


9.55 
5.88 
2.38 
5.03 
2.55 


4 

9 
6 
8 

12 


2.72 
2.60 
0.68 
2,68 
1,00 


6,7 
5.1 
5,0 
6.3 
3.3 


451  329  Rexnord 

452  179  AM  Intemauonal 
452  3 1 1  Auto  Data  Processing 
452  981  LTV 
*55  •  Harvey  Hubbell 


89.0 
88.9 
88.9 
88.9 
88.1 


21'/4-10'/4 

32%-  7% 
53   -21 '/2 

19'/2-  5'/8 

40'/2-21'/4 


19y8 
14% 
51 

19'/8 

40% 


19  7 
8.5 
15,5 
25,3 

5.5 


382 
126 
790 
483 
223 


2.50 
0.26 
2.57 
3.65 
4.80 


57 
20 

5 
8 


1.04 
none 

0.76 
none 

1  92 


5.4 
0.0 
1.5 
0.0 
4.8 


Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  31,  1975  to  Nov.  19,  1980.  For  comparison,  the  five- 
year  change  in  the  Consumer  Price  Index  was  52.7% 
•Not  ranked  last  year    def:  deficit 
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Who's  where  in  the  stock  market 


Total 

Latest 

5-year 

1976-80. 

Shares 

market 

12-month 

Price/ 

Indicated 

Rank 

price 

Recent 

mitKi  annino 

P3m  I  neve 

Cdl  11111^3 

annual 
all  llUdl 

Currem 

80 

79 

v^ompany 

change 

range 

pnce 

/  tnill  innc) 

/  millinnsi 

npr  charp 

ratio 

Ul  V  lUClIU 

yield 

III 

456 

587 

Brown  Group 

87.7% 

36'/4-18% 

34% 

7.3 

$  250 

$6.00 

6 

$2.10 

6,1'yo 

HI  i 

457 

489 

BanCal  Tri-State 

87.3 

43  -12% 

27y8 

4.6 

127 

4.20 

7 

112 

4,1 

E  ! 

/ICQ 

TIC 

Kaufman  &  Broad 

87.3 

1378-  5 'A 

1278 

11.9 

153 

2.14 

6 

0.24 

19 

jU  J 

459 

420 

Cannon  Mills 

87.2 

29'/4- 12'/2 

24% 

9.4 

227 

3. 1 1 

8 

1  20 

4.9 

S4  4 

460 

342 

Archer  Daniels  .Midland 

87.0 

42%- 1 1  'A 

39  y8 

40.8 

1,616 

3,26 

12 

0.20 

0  5 

12!  ? 

461 

Ate 

Super  Food  Services 

86.9 

17'/4-  67h 

13 

1.8 

24 

1.69 

8 

0.40 

3.1 

Hi  6 

462 

Revere  Copper 

86.8 

21%-  7% 

1578 

5.7 

90 

4.01 

4 

none 

0.0 

P  4 

i4/ 

Rollins 

86.8 

3878- 14y4 

38% 

13.6 

529 

2.71 

14 

0,88 

2.3 

a  4 

464 

186 

Rainier  Bancorp 

86.7 

30'/4-I2'/2 

2278 

9.4 

214 

4.20 

5 

1.24 

5,4 

izs  4 

465 

262 

Manhattan  Industries 

85.9 

12y8-  4'/8 

7y4 

2.8 

22 

-4.76 

def 

0,30 

3,9 

30  3 

400 

ozz 

Bankers  Trust  N  Y 

85.8 

5878-2878 

54% 

12.3 

664 

15  31 

4 

3,30 

6  1 

111  ? 

467 

Tesoro  Petroleum 

85.5 

32 'A-  6 'A 

251/2 

13.6 

348 

8.87 

3 

0.30 

1,2 

3!  i 

468 

78S 

Lubrizol 

85.4 

83y8-27y4 

73 

19.9 

1,453 

5.71 

13 

1.80 

2,5  ] 

3!  4 

469 

534 

Butler  Manufacturing 

85.3 

32y4- 14'/8 

26% 

5.5 

145 

3.37 

8 

1.20 

4,6 

V  i 

470 

10 

Memorex 

85.3 

60  y4-  7V8 

14 'A 

7.2 

102 

-3.69 

def 

none 

0,0 

3i  i 

4/  1 

Giant  Food 

84.8 

19%-  9'/8 

I7y4 

4.9 

85 

3.00 

6 

1.10 

6,4 

U  4 

*#/ Z 

CAB 

jOo 

Peavey 

84.6 

27  -13'/8 

27 

5.5 

148 

4.02 

7 

1.14 

4,2 

11  6 

4oj 

Questor 

83.3 

12'/2-  4'/2 

9 'A 

9.7 

92 

-0.03 

def 

0.20 

2,1 

It  S 

474 

372 

Koppers 

83.2 

35'A-17y8 

32% 

26.7 

874 

2.41 

14 

1,40 

4.3 

1)  1 

475 

548 

Crown  Cork  &  Seal 

83.0 

35%- 1678 

3078 

14.6 

451 

4.91 

6 

none 

0,0 

III  2t 

476 

479 

Arden  Group 

82.4 

5%-  l'/8 

378 

3.5 

14 

1.01 

4 

none 

0.0 

II  4? 

4/  / 

jtIZ 

Thrifty  Corp 

82.0 

17'A-  6'A 

1 1  % 

9.8 

112 

1.50 

8 

0,72 

6,3 

(2  3) 

A 1  n 
0  1  u 

American  Intl  Group 

81.9 

80'A-30 

72% 

37.7 

2,744 

7.10 

10 

0.50 

0.7 

li  66 

479 

232 

Time  Inc 

81.7 

62  -28y8 

57 

22.9 

1,303 

5. 1  7 

1 1 

1  80 

3.2 

tt  60 

480 

983 

Williams  Companies 

81.5 

48  y8-  14 

46  y2 

27.2 

1,264 

5.09 

9 

1  10 

2.4 

4)  79 

A  A/1 
0U4 

Deere 

81.2 

47%- 22 1/2 

47 

61.5 

2,890 

3.65 

13 

1.90 

4,0 

H  29 

Timken 

81.1 

681/2-36% 

67 

11.2 

752 

8.93 

8 

3.25 

4,9 

li  74< 

North  Amer  Philips 

80.8 

37  -1978 

35% 

13.0 

458 

5.61 

6 

1,70 

4,8 

li  V 

484 

393 

Ohio  Casualty 

80.7 

40y8-17'/4 

3378 

11.7 

395 

6.15 

6 

1,76 

5,2 

H  261 

485 

447 

Provident  Life  &  Acc 

80.4 

53  -23 

41 'A 

9.8 

409 

7.71 

5 

1.88 

4,5 

ill  a 

/I  ft  A 

4o0 

AGO 

ovv 

ACF  Industries 

80.2 

50'A-2Sy8 

46% 

8.9 

413 

6.51 

7 

2.50 

5,4 

il  60 

4no 

543 

Willamette  Inds 

80.2 

4278-20'/2 

39 'A 

14.8 

581 

4.47 

9 

1.40 

3,6 

il  6' 

40o 

Pettibone 

80.'> 

291/2- 13y8 

24 'A 

2.7 

66 

3.54 

7 

0.60 

2,4 

iJ  9i 

489 

647 

Allied  Chemical 

80.1 

6iy4-27y8 

5978 

33.3 

1,995 

8.08 

7 

2.20 

3,7 

il  ni 

490 

837 

Esmark 

79.8 

62  -23y8 

5678 

10. 1 

575 

4.20 

14 

1.84 

3,2 

i)  49 

4V1 

1 

14" 

Edison  Bros  Stores 

79.0 

35  -15'/8 

27 

11.5 

311 

3.62 

7 

1,32 

4,9 

51  252 

492 

903 

Amdahl 

78.7t 

7iy2-ii'/8 

34  ys 

14.9 

517 

0.51 

68 

0,40 

1.2 

?  27! 

4Va 

Z03 

Kaiser  Alum  &  Cham 

78.4 

301/4-13% 

24% 

41.4 

1,024 

6.45 

4 

1,40 

5.7 

»  4'l 

494 

402 

USLIFE 

78.3 

28  - 1 1  ys 

20 'A 

22.2 

455 

3.51 

6 

0,72 

3.5 

»  206 

495 

410 

Flickinget 

78.1 

i8y8-  9% 

18 'A 

2.9 

54 

2.57 

7 

0,78 

4,2 

H  109 

496 

J  /  U 

National  Distillers 

77.7 

33y8-16'/8 

2878 

31.8 

917 

3.03 

10 

2,00 

6.9 

II  4!2 

in7 

Hoover  Universal 

77.1 

25 '/2-  9% 

i6y8 

8.9 

148 

1.99 

8 

1,24 

7.5 

1!  20! 

498 

'771 

Sonocn  Products 

77.0 

36  -19'A 

34 

5.6 

191 

5.46 

6 

1,50 

4.4  ' 

11  22 

499 

286 

Albertson's 

76.7 

2478-  878 

1978 

14.8 

294 

2.50 

8 

0,80 

4.0 

«  669 
l>  !63 

SOO 

244 

Holiday  Inns 

76.5 

32%-  ioy8 

25y8 

32.0 

812 

2.89 

9 

0  70 

2.8 

3UI 

Combined  Internatnl 

76.3 

2l'/2-  878 

17% 

27.1 

478 

3.41 

5 

1,60 

9.1 

16  igg 

Fieldcrest  Mills 

76.0 

37%- 15 

26% 

3.7 

99 

4.73 

6 

2.60 

9,8  ■ 

P  44J 

7y<  1 

^4j 

loy  Manufacturing 

75.6 

61  -27 

5  7 'A 

13.0 

750 

4.58 

13 

1.90 

3.3 

1!  462 

504 

625 

Malone  &  Hyde 

75.3 

39'A-20 

37% 

7.6 

284 

3.37 

1 1 

1,28 

3,4 

"  '86 

505 

King  KuUen  Grocery 

75.0 

17%-  8 

14 

0.7 

10 

1.09 

13 

0,50 

3,6  1 

'«  !02 

505 

i  / 

Seatrain  Lines 

75.0 

isys-  2y8 

4% 

14.5 

63 

-2.94 

def 

none 

0,0 

'1  jj; 

Ob  J 

Columbia  Gas  System 

74.9 

47  -22% 

40 

32.4 

1,295 

4.61 

9 

2.56 

6,4 

'i  632 

jUo 

Curtice-Burns 

74.2 

25'/2-  8'/2 

1678 

1.5 

26 

.  2.94 

6 

1.10 

6.5 

'1  '19 

509 

726 

R  R  Donnelley  &  Sons 

73.8 

38%- 17% 

35% 

18.6 

664 

3.65 

10 

1.14 

3,2 

't  445 

510 

735 

Gult  Resources  &  Cheni 

73.7 

377k-  H'/h 

24y4 

8,8 

219 

2  01 

12 

0  50 

2.0 

'i  951) 

511 

375 

Western  Union 

73.4 

311/8-14% 

27% 

15.7 

435 

1.78 

16 

1.40 

5.0 

'(  j;| 
"  I4J 

512 

576 

Dayco 

73.4 

17y8-  7% 

13 

5.6 

73 

1.94 

7 

0,56 

4.3 

513 

233 

Knudsen 

73.1 

16   -  6% 

13% 

2.7 

37 

2.44 

6 

0,76 

5.6 

'!  iJO 

514 

370 

Emhart 

72.7 

45  -18'/8 

SPA 

12.1 

378 

4.67 

7 

2,40 

7,7 

'  416 

515 

411 

Host  International 

72.2 

27   -  8% 

23% 

4.8 

112 

2.89 

8 

0,60 

2,6  j 

»  612 

516 

465 

Penn  Traffic 

72.1 

18y4-  8 'A 

14>; 

2  1 

31 

3.02 

5 

1,20 

8.3 

11  6J9 

517 

355 

Tiger  International 

71.8 

34y«-10V8 

23% 

16.8 

397 

2.61 

9 

0.80 

3,4 

B  591 

518 

636 

Alcoa 

71.5 

76%-38'/2 

66% 

35.6 

2,360 

14.11 

5 

3,20 

4,8 

»  il] 

519 

91 

Dayton-Hudson 

71.4 

54%-26y4 

45 

23.8 

1,071 

6.91 

7 

2,00 

4,4 

»  5S9 

519 

203 

General  Host 

71.4 

23 'A-  8 'A 

18 

2.8 

51 

6.45 

3 

0,80 

4.4 

722 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  31,  19"5  to  Nov  19,  1980.  For  comparison,  the  fiv 
year  change  in  the  Consumer  Price  Index  was  52.7%. 
'Not  ranked  la.st  year.    tFour-year  price  change    def:  deficit 


286  FORBES,  |ANUARY  5, 


Who's  where  in  the  stock  market 


Total 

Latest 

5-year 

1976-80 

Shares 

market 

12-month 

Price/ 

Indicated 

Rank 

i^oinpdny 

price 

price 

Recent 

outstanding 

value 

earnings 

earnings 

annual 

Current 

yitll 

8U 

79 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

in 

>21 

486 

Wells  Fargo 

71.0% 

33y8-i5y8 

2672 

22.9 

$  606 

$5  05 

^  I  01 

I  .yz 

7  1"/ 

4,1 

22 

854 

PKzer 

70.1 

49'/8-23y8 

47 

73,3 

3,443 

3.40 

14 

1.44 

3.1 

1.5 

23 

595 

Crocker  National 

69.8 

37y8-2iy8 

3672 

13.4 

489 

6.82 

5 

220 

6.0 

4) 

24 

400 

Bendix 

69.2 

62  -32y8 

56 

22.9 

1,280 

7.68 

7 

3.00 

5.4 

Oi 

25 

755 

Philip  Morris 

68.9 

48'/2-2478 

44y4 

124.6 

5,577 

4.90 

9 

I  60 

3.6 

IT 

26 

696 

Texas  Commerce  Bshs 

68.8 

3078-15% 

2978 

29.0 

845 

3.34 

9 

0  92 

u 

13 

27 

492 

RCA 

67.3 

3378-1 8 '/2 

32 

74.9 

2,397 

3.45 

9 

1.80 

5.6 

28 

404 

Riegel  Textile 

66.7 

23y8-13 

2272 

3.8 

86 

4.73 

5 

1.80 

8.0 

IQ 
a; 

28 

418 

A  O  Smith 

66.7 

2478-  878 

15 

4.9 

73 

-0.35 

def 

1.40 

9.3 

30 

566 

Corning  Glass  Works 

66.1 

80  -43y8 

7274 

18.0 

1,297 

6.32 

11 

2.32 

3,2 

6.1 

31 

739 

INA 

66.0 

4374- 22y4 

3878 

38.3 

1  487 

6  97 

1,! 

32 

537 

Continental  Illinois 

65.6 

3278- 17y4 

2972 

39.3 

M59 

5.70 

5 

1.80 

6.1 

1) 

33 

436 

McGraw-Edison 

65.6 

37y8-2oy4 

3774 

16.3 

609 

3.30 

1  1 

1.80 

4.8 

34 

696 

Southeast  Banking 

65.5 

19   -  9'/4 

1772 

12.9 

226 

3.14 

6 

0.88 

5.0 

y,o 

35 

560 

Travelers 

65.2 

4478-25 

4172 

42.1 

1,745 

8.85 

S 

2,48 

60 

6.4 

16 

426 

Westvaco 

64.5 

38y4-2iy8 

35y8 

16.9 

597 

5.20 

7 

1  64 

4  6 

4.1 

i7 

666 

Hart  Schaffner  &  Marx 

64.3 

16  -  sy. 

I4y8 

8.4 

121 

2.60 

6 

1.00 

7.0 

2.1 

38 

830 

Southern  Railway 

63.1 

82y4-44'/2 

8iy4 

15.4 

1,258 

,10.88 

8 

3.68 

4.5 

4.J 

39 

704 

Hannaford  Bros 

62.8 

16'/4-  9% 

1578 

1.3 

21 

3.16 

5 

1.00 

6.3 

y.y 

10 

282 

Continental  Airlines 

62.8 

17'/2-  5'/4 

8y4 

15.4 

134 

-1,07 

def 

none 

0.0 

0,0 

M 

491 

Reynolds  Metals 

62.7 

44  78- 22 '/8 

36 

19.1 

688 

9.91 

4 

2.40 

6.7 

6.3 

12 

358 

Potlatch 

62.7 

45  -23y8 

3974 

15.2 

603 

2.89 

14 

1.40 

3.5 

0.? 

13 

665 

Hammermill  Paper 

62.6 

32  -16 

26ys 

7.7 

204 

5.38 

5 

1.68 

6.3 

3,! 

U 

605 

Naico  Chemical 

62.4 

50i/2-24y8 

497a 

19.9 

977 

3.44 

14 

1.60 

3.3 

},J 

15 

791 

GATX 

61.3 

46  -22'/4 

42y4 

12.2 

522 

5.10 

8 

2.20 

5.1 

4.0 

16 

293 

Borman's 

61.1 

978-  2y8 

3y8 

2.9 

11 

-0,15 

def 

0.20 

5.5 

M 

16 

746 

Pueblo  International 

61.1 

8y8-  2'/8 

3y8 

4.5 

16 

0,89 

4 

none 

0.0 

t! 

18 

377 

United  States  Shoe 

60.5 

38'/2- 161/4 

3072 

7.0 

213 

5,22 

6 

1.60 

5.2 

i,! 

19 

266 

Natl  Semiconductor 

60.5 

45'/4-10y8 

4378 

21.9 

960 

2,87 

15 

none 

0.0 

4.) 

>0 

583 

PPG  Industries 

60.1 

3978-23 '/8 

37y4 

33.0 

1,246 

6,01 

6 

2.16 

5.7 

it 

il 

606 

Allied  Van  Lines 

60.0 

,SV4-  2 

4 

1.2 

5 

1,39 

3 

none 

0.0 

3,S 

il 

675 

Crown  Zellerbach 

60.0 

62'/4-29 

57 

24.5 

1,395 

3,52 

16 

2.30 

4.0 

U 

>3 

911 

Savannah  Foods 

59.8 

2,sy4-13'/4 

2372 

1.8 

43 

-3,10 

def 

1.56 

6.6 

)' 

i4 

529 

Gannett 

59.7 

38y4-21'/2 

3574 

52.8 

1,883 

2,70 

13 

1.52 

4,3 

1] 

>5 

493 

A  C  Nielsen 

59.3 

38'/4-16y4 

3474 

11.0 

377 

2.57 

13 

0.88 

2.6 

« 

i6 

252 

Boise  Cascade 

59.3 

42'/2-22'/4 

3778 

26.6 

1,002 

5.04 

7 

1.75 

4.7 

\1 

(7 

273 

Eagle-Picher  Inds 

58.8 

25y8-i2y4 

2074 

9.7 

197 

2.52 

8 

0.96 

4.7 

y 

»8 

471 

Republic  of  Texas 

58.6 

32'/4-17'/2 

30 

18.0 

539 

4.60 

7 

1.16 

3.9 

3.i 

i9 

206 

Gordon  Jewelry 

58.4 

29   -  9y8 

20 

5.5 

111 

4.12 

5 

0.72 

3.6 

4,1 

>0 

809 

Delta  Air  Lines 

57.6 

5974-30 

5972 

19.9 

1,183 

5.38 

11 

1.20 

2.0 

H 

il 

432 

Stewart- Warner 

57.6 

41  78- 17  74 

29y8 

5.2 

154 

3.71 

8 

1.88 

6.3 

K 

)2 

202 

Levitz  Furniture 

57.0 

34  -151/2 

257a 

4.3 

107 

3.65 

7 

1.00 

4.0 

4,4 

•3 

22 

Modem  Merchandismg 

57.0 

i9y4-  6y8 

107a 

8.3 

84 

0.75 

14 

0.20 

2.0 

4,0 

,4 

669 

Amstar 

56.6 

32'/2-14 

2878 

9.0 

258 

4,81 

6 

1.60 

5.5 

li 

.5 

863 

Amer  Hospital  Supply 

56.5 

4774-22 

46% 

40.3 

1,868 

3,20 

14 

0.92 

2.0 

9,1 

6 

880 

G  D  Searle 

56.2 

27'/2-10y8 

23  ys 

52.7 

1,246 

1,76 

13 

0.52 

2.2 

n 

7 

443 

First  Wisconsin 

56.0 

29y4-i7y8 

2772 

4.2 

115 

6.06 

5 

1,88 

6.8 

3.3 

8 

462 

Michigan  National 

55.8 

2172-1178 

1872 

9.9 

183 

3.88 

5 

1,20 

6.5 

34 

0 

Jewel  Companies 

55.6 

34  -17'/2 

3178 

11.3 

352 

4.96 

6 

1.92 

6.2 

'if 

0 

802 

Chase  Manhattan 

55.5 

47  -2678 

42y4 

32.3 

1,379 

10.31 

4 

2.80 

6.5 

0.) 

1 

835 

Amer  Natl  Resources 

55.4 

54%-32y4 

5278 

23.1 

1,216 

5.04 

10 

3.44 

6.5 

64 

2 

632 

CPC  International 

54.9 

7574-4072 

6578 

23.8 

1,564 

7.93 

8 

3.40 

5.2 

6,^ 

3 

789 

Air  Prods  &  Chems 

54.2 

S474-21 

5178 

28.4 

1,451 

4.07 

13 

0.80 

1.6 

!1 

445 

Gray  Drug  Stores 

54.1 

1974-  87« 

147a 

2.6 

37 

0.70 

20 

0.80 

5.7 

:f 

5 

959 

Upjohn 

54.0 

67  -30 

6574 

29.8 

1,947 

5.60 

12 

2.00 

3.1 

j,» 

6 

871 

Marine  Midland  Banks 

53.9 

2178-  8y4 

1778 

15.8 

271 

3.66 

5 

0.90 

5.3 

43 

7 

148 

Blue  Bell 

53.8 

3  7  78-1 7  yg 

28y4 

12.5 

360 

5.40 

5 

1.80 

6,3 

3,f 

B 

Transway  IntI 

53.3 

2978-1678 

2578 

6.5 

169 

3.16 

8 

1.80 

7,0 

1' 

9 

416 

Interpace 

53.2 

3174-15 

23  ya 

4.3 

102 

2.64 

9 

1.50 

6,3 

'( 

D 

612 

Edward  Hines  Lumber 

53.2 

2674- liy4 

18 

1.7 

31 

-1.37 

def 

0.60 

3.3 

1 

639 

Connecticut  General 

52.9 

5072-2974 

4578 

41.3 

1,886 

7.33 

6 

1.52 

3.3 

2 

591 

Springs  Mills 

52.9 

207a- 1074 

1678 

8.7 

145 

3.58 

5 

1.20 

7.2 

i 

893 

Quaker  State  Oil 

52.7 

207.-1074 

20 

21.7 

434 

1.17 

17 

0.80 

4.0 

4' 

t 

589 

Pittsburgh  National 

52.3 

4772-2772 

4274 

6.2 

262 

7.94 

5 

3.00 

7.1 

li 

5 

722 

Square  D 

51.8 

3372- 17y8 

3  1  7a 

25.5 

814 

3.13 

10 

1.70 

5.3 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  31,  1975  to  Nov.  19,  1980.  For  comparison,  the  five- 

year  change  in  the  Consumer  Price  Index  wa.s  52.7% 

def:  deficit. 
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Who's  where  in  the  stock  market 


Total 

Latest 

5-year 

1976-80 

Shares 

market 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

outstanding 

value 

earnings 

earnings 

aimual 

Currei 

80 

79 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

586 

1003 

DEKALB  AgResearch 

51.7% 

5,sy4-16i/j 

5S% 

12.0 

$  671 

$3  60 

15 

$0.72 

1.3% 

587 

720 

Richardson-Merrell 

51.3 

38'/h-17'/2 

37% 

23  2 

872 

3.69 

10 

1.32 

3.5 

588 

849 

K  )  Keynolos  Incls 

J I  .z 

A  71/  Till/ 

46 '/2 

1  ni  c 
lUl  0 

i  T  yl 

0.24 

-1 

f 

2.40 

5.2 

589 

501 

W  W  CiTaingcf 

51.0 

40 1/4- 24  Vs 

3  7 '74 

14. 1 

533 

3.17 

12 

1  00 

2.6 

590 

519 

FtfTO 

50.9 

VS    - 141/2 

22'/8 

7.7 

170 

3.84 

6 

1.20 

5.4 

591 

253 

Consolidated  Edison 

50.8 

26'/2-15 

22% 

62.8 

1,421 

4.80 

5 

2.68 

11.8 

592 

615 

Lincoln  National 

50.5 

48  -24 

3978 

20.8 

828 

7.16 

6 

3.00 

7.5 

593 

620 

Sperry 

bWs—lyVg 

59 

4U.O 

2,JoU 

1  bo 

0 
8 

1.76 

3.0 

594 

428 

FMC 

50.3 

31'/4-19'/2 

30 '/4 

32.1 

972 

4.23 

7 

1.60 

5.3 

595 

344 

Seafirst 

50.0 

31%- 16*78 

25 

15.2 

381 

4.41 

6 

1.28 

5.1 

596 

715 

Allied  Products 

50.0 

1478-  6 'A 

10% 

2.7 

28 

-0.77 

def 

0.20 

19 

597 

796 

Texas  Instruments 

49.9 

144y4-61»/8 

142 

22.9 

3,258 

8.93 

16 

2.00 

14 

Lane  Bryant 

T  3  1/  III/ 

Z.5V2—  1  1  74 

1  Q  1/ 
1  0/2 

HA 

T  /I  yl 

2.44 

Q 

1  nn 

C  yl 
.7.4 

599 

791 

Hoover 

48.8 

IBVh-  8'/2 

15'/4 

12  1 

185 

2.86 

s 

1  00 

66 

600 

502 

IntI  Multifoods 

48.7 

2S'/2-  riVi 

18'/2 

8  0 

149 

2  21 

8 

1.32 

7.1 

601 

582 

Cummins  Engine 

48.7 

58'/2-19% 

29 

8.4 

242 

-0.84 

def 

1.80 

6.2 

602 

608 

Farmers  Group 

48.7 

32'/8-17% 

28 '/4 

33.9 

958 

3,17 

9 

1.00 

3.5 

bus 

bl4 

Textron 

4/.0 

35   —  20'/8 

2974 

oi.6 

001 

yl  "id 

4.30 

•7 

1 

1.80 

6.1 

604 

449 

Garfinckel  Brooks  Bros 

47.8 

29'/8-13'/8 

20 '/2 

4.4 

89 

3.15 

7 

1.30 

6.3 

605 

550 

Robertshaw  Controls 

47.7 

29'/2-13y8 

20 '/e 

3.9 

79 

2.38 

8 

1.40 

7.0 

606 

498 

Natl  Detroit 

47.5 

3  S '78- 19% 

29 '/2 

12  2 

359 

5.86 

5 

2.00 

6.8 

607 

506 

Eaton 

47.5 

3478- 19*74 

29'/4 

26.4 

771 

4.64 

6 

1.72 

5.9 

608 

7  IB 

Masonite 

47.4 

'if\7/        1  yl  7/ 
30/8-  14/8 

28 

13.6 

iol 

2.19 

13 

1  3 

1  .,j2 

A  7 
4.  / 

609 

268 

Phillips- Van  Heusen 

46.7 

18  -  7y8 

1 1 

3.0 

33 

1.85 

6 

0.60 

5.5 

610 

H2 

Niagara  Frontier  Services 

46.5 

32  Vh-  1 1 7» 

18'/2 

2  1 

39 

4.09 

S 

1  00 

5.4 

611 

828 

First  IntI  Bshs 

46.1 

47'72-28% 

43% 

20.5 

885 

5.40 

8 

1.80 

4.2  1 

612 

353 

DPF 

46.0 

14'74-  4'72 

6% 

4.5 

31 

1.37 

5 

none 

0.0 

All 

Scott  Paper 

1  yl  1/  10 

111/ 
21 74 

00. y 

0.0 1 

1  fin 

A  7 

4.  t 

614 

810 

Southern  Pacific 

45.0 

471/2-25 

4378 

27.0 

1,183 

5.50 

8 

2.60 

5.9 

615 

556 

Safeco 

44.4 

40%- 2 178 

35% 

19.2 

685 

6.52 

5 

2.00 

5.6 

616 

133 

American  Bakeries 

44.4 

19'/2-ll'74 

16'/2 

2.0 

34 

0.76 

22 

0.20 

1.2 

617 

411 

Roper  Corp 

44.4 

lS'/8-  S 

12 

3.7 

44 

083 

14 

0.90 

7.5 

Ai  fi 
61o 

yl  CO 

Hail  v^orp 

44.3 

T  n  1  /  1^1/ 
29  74-  1678 

2678 

5. 1 

138 

4.91 

5 

1 .60 

6.0 

619 

614 

First  Charter  FinI 

44.2 

21  '/4-  lOVi 

17 

29.8 

506 

1.54 

1 1 

0.80 

4.7 

620 

552 

AMAX 

44.1 

.S9'/2-20'/4 

4578 

61  1 

2.773 

7.97 

2.40 

5.3 

621 

883 

First  Natl  Boston 

44.0 

37'/8-22y8 

33 '/8 

12.4 

411 

8.10 

4 

2.50 

7.5 

622 

904 

General  Re 

43.8 

61'/4-33% 

55 

21.8 

1,199 

6.88 

8 

1.40 

2.5 

4o/ 

Arvin  Industries 

Alt  £. 

4J.6 

O  "5  V  OS/ 

14 

6.6 

00 
92 

1  m 
1 .30 

1 1 

1  IT 

1.X2 

0.0 

624 

623 

IntI  Tel  &  Tel 

43.3 

36%- 22 '74 

32'/4 

118.6 

3,824 

5.23 

6 

2.60 

8.1 

625 

691 

Masco 

43.1 

341/4-15*78 

335/g 

24.6 

827 

2.94 

11 

0.68 

2.0 

626 

* 

Equitable  of  Iowa 

42.7 

22'/4-10'74 

15'/4 

6.2 

95 

3.67 

4 

1.20 

7.9 

627 

729 

B  F  Goodrich 

42.4 

33%-  16 '/8 

25% 

16.7 

427 

3.12 

8 

1.56 

6.1 

Consol  Freightways 

4Z.3 

34    —  1 8 

26 '/2 

13.1 

1  AQ 

3.4y 

Q 

1  AH 

c  1 

629 

1005 

Singer 

42.1 

26   -  6'/4 

131/2 

16.6 

224 

1.55 

9 

O.IO 

0.7 

630 

557 

Ward  Foods 

41.6 

!2V«-  4 '/a 

1  1  '/s 

3  9 

44 

-2  18 

def 

none 

0.0 

631 

523 

Owens-Corning  Fbrgls 

41.5 

36%- 21 

30'74 

30.6 

926 

2.02 

15 

1.20 

4.0 

632 

386 

Snap-On  Tools 

41.4 

29  -12% 

22% 

19.9 

451 

1.95 

12 

0.84 

3.7 

All 

L/C,  I  KUl  I  oAIMK 

41.2 

29%—  1 6 

221/2 

8.1 

182 

3.88 

6 

2.00 

0  0 
o.y 

634 

644 

Kimberly-Clark 

41.2 

55  -36'/4 

51 78 

23.1 

1,199 

7.47 

7 

3.20 

6.2 

635 

616 

Amer  Maize-Products 

40.9 

207«-  57« 

18% 

5.2 

94 

1.95 

9 

0.52 

2.9 

636 

566 

Gulf  &  Western  Inds 

40.6 

2078-  8 

18 

68.9 

1,240 

4.38 

4 

0.75 

4.2 

637 

578 

Manufacturers  National 

40.4 

30%- 15% 

22 

5  1 

111 

5.85 

4 

2.20 

10.0 

o.>o 

JU 1 

Campbell  Taggart 

40.2 

Z8%-  1  bTS 

22% 

111 

252i 

3.21 

7 

1  20 

5.3 

639 

593 

Rath  Packing 

40.0 

8'/4-  2 

4% 

1  2 

5 

1  52 

3 

none 

0.0 

639 

352 

40.0 

26% 

13  3 

349 

3.86 

7 

1.40 

5.3 

641 

658 

Girard 

39.9 

27%- 17 

23% 

5.3 

124 

6.11 

4 

2.00 

8.6 

642 

559 

lack  Eckerd 

39.5 

37  -1878 

3478 

23.7 

825 

2.92 

12 

1.20 

3.4 

643 

318 

Universal  Foods 

0  3  73/, 

1  1 
1  1 

7 

R  7 

644 

1026 

GEICO 

39.1 

16'/2-  2'/8 

16 

19.8 

317 

2.73 

6 

0.44 

2.8 

645 

884 

Lukens  Steel 

39.1 

19  -10% 

15% 

5.2 

79 

0.77 

20 

0.48 

3.2 

646 

447 

Champion  IntI 

38.4 

2878-16% 

25% 

53.7 

1,356 

3.11 

8 

1  48 

5.9 

647 

475 

Harcourt  Brace  |ovan 

38.0 

41'/4-21i/s 

31% 

4.4 

140 

5.85 

5 

1  60 

5.0 

648 

407 

Diamond  Shamrock 

37.2 

40  -19 

36% 

56.1 

2,054 

3.94 

9 

1  68 

4.6 

649 

542 

Fruehauf 

37.1 

40  -18% 

2578 

12.2 

317 

3.21 

8 

2.40 

9.3 

650 

504 

GenI  Tire  &  Rubber 

37.1 

30y8-12'/4 

22 '/2 

23.7 

532 

1  08 

21 

1.50 

6.7 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  31, 1975  to  Nov.  19,  1980.  For  comparison,  the  f| 
year  change  in  the  Consumer  Price  Index  was  52.7%. 
•Not  ranked  last  year,    def:  deficit 
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Who's  where  in  the  stock  market 


d 

Total 

Latest 

Rank 

5-year 

1976-80 

Shares 

market 

12-month 

Price/ 

Indicated 

id  yj{|j 

80 

Company 

price 

price 

Recent 

outstanding 

value 

earnings 

earnings 

annual 

Current 

79 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

11 

03  1 

Til 

American  Greetings 

36.6% 

HVs-  8'/4 

12'/k 

13.7 

$  166 

$1.90 

6 

$0.52 

4.3% 

is 

652 

468 

Magic  Chef 

36.5 

147»-  6 

878 

7.8 

69 

0.25 

36 

0.32 

3.6 

5.1 

653 

955 

Wheeling-Pitts  Steel 

36.3 

24 'A-  8 

23 

3.9 

89 

4.37 

5 

none 

0.0 

U 

654 

438 

Scovill 

36.2 

24%- 11 'A 

16 

9.3 

149 

2.74 

6 

1.52 

9.5 

5,( 

655 

424 

Gould 

35.6 

35'/2-17'/2 

24y8 

28.3 

697 

2.89 

9 

1.72 

7,0 

111 

O30 

/  34 

Kaiser  Steel 

35.4 

50%- 1  /ys 

43 

7.0 

301 

17.28 

2 

none 

0.0 

U 

657 

819 

Brunswick 

35.2 

18'A—  lO'/s 

1478 

20.2 

301 

1.24 

12 

0.90 

6. 1 

3,0 

658 

824 

Signode 

35.2 

45  -28% 

43 'A 

7.9 

343 

5.08 

9 

1.84 

4.3 

5,3 

659 

173 

American  Stores 

35.0 

34'/2-17% 

27 

9.8 

264 

4.66 

6 

0.80 

3.0 

5.1 

660 

38 

Hartfield-Zodys 

34.7 

13  -  3'A 

7V2 

3.7 

28 

1.33 

6 

0.40 

5.3 

W 

OO 1 

f  JLi 

Wetterau 

1/13 

1 6y»—  I  O'A 

1 5  ys 

7.4 

116 

1  98 

8 

0.70 

4.5 

1,( 

662 

939 

Citizens  &  Southern  NB 

34.0 

9-4 

8% 

28.8 

241 

1.14 

7 

0.40 

4.8 

5,( 

663 

765 

Bristol-Myers 

33.7 

52  -28 

46 '/8 

65.6 

3,027 

3.94 

12 

1.60 

3.5 

U 

664 

599 

Ryan  Homes 

32.9 

30  -MVs 

25% 

6.6 

169 

2.59 

10 

1.30 

5.0 

11 

665 

653 

Caterpillar  Tractor 

32.5 

65  -43'/2 

6ty8 

86.5 

5,327 

5.19 

12 

2.40 

3.9 

6.2 

AAA 
OOO 

Chemical  New  York 

—  1 
32.2 

47'/8-30'/8 

40 

15.0 

599 

10.26 

4 

3.48 

8.7 

3,5 
S.1 

667 

590 

NCNB 

32.1 

16%-  9 'A 

1278 

18.5 

238 

2.61 

5 

0.80 

6.2 

668 

714 

Illinois  Tool  Works 

32.0 

30  -18'/2 

28% 

12.2 

347 

3.38 

8 

1.08 

3.8 

U 

669 

879 

Xerox 

31.7 

71%-40'/2 

67 

84.4 

.5,657 

7.17 

9 

2.80 

4.2 

7.0 

670 

749 

Armstrong  Rubber 

31.4 

34%- 14% 

19% 

1.7 

33 

-10.17 

def 

1.20 

6.2 

U 
5,) 

A71 

0/  1 

ACO 

Clark  Equipment 

111 

46'/2— 25'/8 

33 

12.7 

420 

4  66 

7 

2.20 

6.7 

672 

430 

Olin 

31.1 

25%-12'/2 

19% 

24.0 

474 

3.20 

6 

1  10 

5.6 

4,; 

673 

926 

Liquid  Air  of  No  Amer 

30.9 

35  -19% 

31% 

10.2 

324 

2.74 

12 

1.40 

4.4 

5,5 
5,( 

674 

764 

General  Electric 

30.9 

60%-43y8 

60% 

227.7 

13,745 

6  53 

9 

3.00 

5.0 

675 

711 

National  Fuel  Gas 

30.6 

33%- 21 

27% 

5.1 

142 

4.,i0 

6 

2.70 

9.7 

)  4i 

ATA 

QA'X 

Ceco 

3A  iC 

iu.b 

21Vi—  9Vs 

i9y4 

3.2 

64 

4.62 

4 

0.90 

4.6 

e  0.0 
3  il 

677 

717 

H  J  Heinz 

30.4 

46%-26'/2 

43 'A 

22.5 

972 

5.92 

7 

2.40 

5.5 

678 

633 

NLT 

30.2 

37  -15'/2 

21 

34.6 

728 

3.85 

5 

1.32 

6.3 

(1  5.) 

679 

390 

Scott  &  Fetzer 

30.1 

36'/8-17'A 

23% 

7.4 

176 

3.40 

7 

1.80 

7.6 

0  5.* 

680 

469 

Anderson,  Clayton 

30.0 

27%- 17% 

22% 

12.8 

291 

3.78 

6 

1.20 

5.3 

0  L! 

0  7,5 

n 

Revlon 

ZV.6 

59  -3478 

4  8 'A 

.35.7 

— m  

1,741 

4.87 

10 

1 .84 

3.8 

682 

482 

Zaie 

29.4 

27%- 1 1  'A 

2  7 'A 

11.2 

307 

4.47 

6 

1.16 

4.2 

0  U 

683 

540 

Nabisco 

29.2 

28'/2-17% 

2478 

32.2 

802 

3.75 

7 

1.80 

7.2 

0  4.7 

684 

768 

Philadelphia  Natl 

29.2 

34 '/2- 23 1/2 

31 

5.8 

181 

6.75 

5 

2.64 

8.5 

0  5i 

685 

379 

Ciuett,  Peabody 

29.0 

1478-  /'A 

10 

8.9 

89 

1.85 

5 

0.68 

6.8 

)  7.S 

AfiA 
OOO 

oon 

Sterling  Drug 

28.9 

26/8-12% 

24 

60.3 

1,448 

1.97 

12 

0.92 

3.8 

2,5 

687 

551 

Stokely-Van  Camp 

28.8 

37y8-17% 

23 'A 

3.3 

78 

2.42 

10 

1.48 

6.3 

2  ill 

688 

586 

Strawbridge  &  Clothier 

28.7 

31%-18'/2 

23% 

2.0 

47 

5.32 

4 

1.40 

5.9 

0  !J 

1689 

878 

Bucyrus-Erie 

28.4 

30'A-15'A 

2478 

20.4 

508 

2.45 

10 

0.88 

3.5 

)«  M 

690 

864 

Fischbach 

27.5 

36  -19% 

29 

3.3 

97 

3.90 

7 

1.60 

5.5 

oy  I 

/  £.1 

its /VI 

'>7  "> 
Z'  .i 

8U'/2— 51)78 

7 1  Vs 

58.3.4 

yl  1  A<1  1 
4  i,04  I 

J.  /I 

I  T 
1 1 

3.44 

4.0 

6  5.1 

i692 

915 

Continental  Group 

27.3 

37y8-25'A 

35 

32.7 

1,145 

5.77 

6 

2.40 

6.9 

to  5.1 

693 

564 

Intl  Harvester 

26.8 

451/2-22% 

28 'A 

31.4 

892 

-8.76 

def 

2.50 

8.8 

0  »• 

i694 

740 

Southern  Calif  Edison 

26.8 

27%- 18% 

2478 

73.5 

1,827 

3.96 

6 

2.96 

11.9 

„e  0.E 

[695 

677 

AmeriTrust 

26.6 

38  -23 

29% 

9.2 

275 

6.05 

5 

2.72 

9.1 

■  

20  4,1 

1 AOA 

66U 

Univar 

—  

26.5 

1 5%—  6% 

13 'A 

6.4 

oc 
03 

2.23 

0 

U.56 

...  .... 

4.3 

14  3' 

697 

503 

Interco 

26.5 

535/8-34 

49 

14.0 

685 

7.45 

7 

2.64 

5.4 

00  il 

|698 

974 

Kerr-McGee 

26.0 

92%-39% 

88'/2 

25.9 

2,291 

6.59 

13 

1.80 

2.0 

20  i 

i699 

594 

Brooklyn  Union  Gas 

26.0 

25  -16'/8 

20% 

7.8 

161 

3.61 

6 

2.22 

10.8 

52  ■  ^ 

700 

862 

MAPCO 

25.7 

5P/e-26% 

4578 

18.8 

864 

4.48 

10 

.. 

1.70 

3.7 

'5 

\  '01 

—  

357 

 ;  ;  

Hershey  Foods 

25.5 

27'/i-  I^Vh 

23  V» 

14.2 

 rr  

331 

3.97 

6 

1 .60 

6.8 

M  10! 

^02 

629 

Celanese 

24.3 

62y8-35y8 

55 

14.4 

793 

7.36 

7 

3.60 

6.5 

20 

'03 

724 

American  Cyanamid 

24.1 

38  -20% 

3078 

48.0 

1,481 

3.26 

9 

1,60 

5.2 

ne 

'04 

520 

Amerace 

24.0 

32%-16"A 

20 

2.4 

49 

3.72 

5 

1.32 

6.6 

40 

'05 

4  

571 

Washington  Gas  Light 

23.6 

27'/2-18 

2  2 'A 

4.4 

98 

239 

9 

2.52 

11.3 

lit 

00 

"W6 

—  

716 

Pacific  Lighting 

22.8 

24'/2- 16% 

2078 

— 

25.0 

o.Zo 

6 

2.44 

117 

11./ 

M  3' 

96  * 

'07 

741 

National  Tea 

21.9 

6 'A-  3% 

478 

10.0 

49 

0.85 

6 

none 

0.0 

'08 

687 

Utah  Power  &  Light 

21.8 

23 'A- 13 

16% 

39.6 

663 

2.06 

8 

2.00 

11.9 

.44  1' 

'09 

909 

M  Lowenstein 

20.9 

19'/8-  7'/2 

13% 

3.3 

46 

0.21 

65 

none 

0.0 

,'10 

692 

McCormick 

20.3 

33 'A- 12% 

20 

11.4 

229 

1.79 

11 

0.66 

3.3 

,4« 

!'ll 

793 

St  Paul  Companies 

20.2 

42'A-25 

37'/8 

21.0 

778 

7.06 

5 

2.32 

6.2 

,60  ' 

'12 

National  City 

19.8 

48'/2-28% 

34% 

7.8 

272 

6.21 

6 

2.75 

7.9 

,68  <' 

'13 

685 

Mellon  National 

19.8 

3178-21% 

30 'A 

19.6 

593 

5.49 

6 

1.84 

6.1 

40 

'14 

674 

West  Point-Pepperell 

19.7 

4  5  5/8-2  7 'A 

43% 

4.6 

197 

9.32 

5 

3.20 

7.4 

.50  I. 

'15 

640 

Anchor  Hocking 

19.7 

2178-13% 

18 'A 

10.3 

187 

2.71 

7 

1.28 

7.0 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  31, 1975  to  Nov.  19,  1980.  For  comparison,  the  five- 
year  change  in  the  Consumer  Price  Index  wa.s  52.7%. 
•Not  ranked  last  year,    def:  deficit. 
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Who's  where  in  the  stock  market 


Total 

Latest 

5-year 

1976-80 

Shares 

market 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

outstanding 

value 

earnings 

earnings 

annual 

Currei 

80 

79 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

716 

892 

Bccton  Dickinson 

19.6% 

48%- 22 

46y8 

20.0 

$  933 

$3.14 

15 

$1.00 

2  1% 

717 

511 

Copperweld 

18.9 

26'/2-15% 

22 

5.7 

126 

2.87 

8 

1,48 

6,7 

718 

708 

Central  Tel  &  Utils 

18.2 

28'/4-19'/4 

2274 

26.0 

591 

3.44 

7 

2.00 

8.8 

719 

730 

Echlin  Manufacturing 

18.1 

21l/2-10'/2 

137« 

16.0 

222 

0.5S 

25 

0,52 

3  7 

720 

1000 

Sherwin-Williams 

17.4 

43'/8-19% 

3874 

4,9 

189 

S.25 

7 

1  20 

^  1 

721 

401 

Northwest  Airlines 

17.4 

37'/a-19 

27 

21.6 

584 

0.15 

0.80 

3.0 

722 

495 

Southland 

17.2 

3178-1678 

2272 

23.6 

532 

2.99 

8 

0.96 

4.3 

723 

812 

Interlake 

17.1 

42'/2-21'/8 

30 

6.0 

181 

1.36 

22 

2.20 

7.3 

724 

780 

Baxter  Travenol  Labs 

17.0 

56y8-28'A 

46% 

34.6 

1,604 

3.49 

13 

0.64 

1.4 

725 

820 

J  P  Stevens 

16.9 

2178-11 

i7y8 

14.2 

251 

3.03 

6 

1.20 

6.8 

726 

738 

Bank  of  New  York 

16.7 

431/4- 26  Vi 

34 

6.6 

224 

7,40 

s 

3.00 

8.8 

727 

686 

Northwest  Bancorp 

16.7 

29'/4-18 

2578 

25.9 

656 

436 

6 

1,48 

5.8 

727 

717 

United  Telecom 

16.7 

21'/2-14 

i6y8 

69.4 

1,153 

2.43 

7 

1.60 

9.6 

729 

702 

Atlanta  Gas  Light 

16.5 

17'/a-12'/2 

15 

4.5 

68 

2,89 

5 

1,68 

11.2 

730 

913 

Merck 

16.1 

82y8-47ya 

80% 

75.0 

6,024 

S,S4 

15 

2,60 

3.2 

731 

673 

Bank  America 

15.9 

3078-20'/4 

24  Ys 

146.9 

3,617 

4.35 

6 

1.44 

5.8 

732 

633 

General  Refractories 

15.9 

14-5 

978 

3.8 

35 

0.39 

23 

none 

0.0 

733 

742 

VF 

15.7 

32  -16'/2 

2872 

8.1 

230 

4.57 

6 

2.00 

7.0 

734 

788 

Emerson  Electric 

15.6 

41'/2-29y8 

39y4 

63.5 

2,523 

3.72 

11 

1.76 

4.4 

735 

676 

Genuine  Parts 

15.5 

2978- isy. 

28 

27.6 

772 

2.40 

12 

1.04 

3.7 

736 

756 

Continental  Tel 

15.3 

1778-12'/4 

1478 

53.9 

762 

2,08 

7 

1  44 

10.2 

737 

652 

Castle  &  Cooke 

14.5 

2oy8-io'/« 

13 

25.3 

329 

0,76 

17 

0.80 

6.2 

738 

641 

New  England  G  &  E 

14.4 

1878- 1  1  y. 

147a 

7.6 

113 

2.86 

5 

1.72 

11.6 

739 

759 

Greyhound 

14.3 

i8y8-ii 

15 

44.3 

664 

2,78 

5 

1  20 

8.0 

739 

* 

UMC  Industries 

14.3 

22y8-ioyR 

12 

5.9 

71 

171 

7 

1.20 

10.0 

741 

823 

Houston  Industries 

13.8 

36y8-20'/4 

2678 

42.4 

1,139 

4.85 

6 

2.68 

10.0 

742 

700 

Equifax 

13.7 

301/4-17 

237h 

3.3 

80 

3.06 

8 

2.40 

10.1  [ 

743 

826 

National-Standard 

13.1 

2378-1 2 '/8 

14 

4.1 

58 

1.29 

11 

1.24 

8.9 

744 

994 

Ingersoll-Rand 

12.9 

95'/2-44'/4 

79 

19.0 

1,499 

7.32 

11 

3.32 

4.2  1 

745 

958 

Eli  Lilly 

12.8 

6378-32y8 

58% 

75.7 

4,419 

4.59 

13 

2.30 

3.9  j 

746 

578 

Beneficial  Corp 

12.8 

32%- 1778 

1978 

22.1 

440 

2,92 

7 

2,00 

10.1 

747 

131 

American  Family 

12.5 

15'/2-  6'/2 

778 

12.2 

93 

1,59 

5 

0.60 

7.9 

748 

532 

Consolidated  Foods 

12.5 

27y4-19y8 

23% 

29.6 

700 

4,23 

6 

1.90 

8.0 

748 

779 

San  Diego  Gas  &  Elec 

12.5 

1 6  78- 11  y« 

12% 

34.2 

423 

1,08 

1 1 

1.60 

12.9  1 

750 

678 

Continental  Corp 

12.0 

3178-2078 

2472 

51.1 

1,252 

4.67 

S 

2.20 

9.0  1 

751 

881 

Reichhold  Chemicals 

11.8 

20'/8-  9y8 

13 

6.9 

90 

1.25 

10 

0.48 

3.7  1 

752 

928 

Maliinckrodt 

11.7 

49%-25y4 

4572 

9.4 

428 

3.74 

12 

1.40 

3.1 

753 

237 

Dana 

11.6 

32y8-1778 

21% 

33.1 

716 

2.78 

8 

1.60 

7.4  1 

754 

569 

American  Airlines 

11.3 

i9y4-  6y4 

978 

28.7 

283 

-2.76 

def 

none 

0.0 

755 

657 

New  England  Electric 

10.8 

24^4- 17y4 

21% 

21.8 

474 

3.31 

7 

2.50 

11.5  1 

756 

Mercantile  Bancorp 

10.6 

32  y2- 20  72 

2678 

5.9 

154 

6.20 

4 

2.48 

9.5 

757 

204 

National  Kinney 

10.5 

10'/4-  178 

278 

6.4 

17 

-0.30 

def 

none 

0.0  1 

758 

585 

BancOhio 

10.3 

2472-1174 

1372 

8.0 

109 

0.81 

17 

1.40 

10.4 

759 

719 

Nash  Finch 

10.2 

16  -1174 

1372 

3.5 

47 

2.49 

■  5 

1.23 

9.1 

760 

618 

Cal-Maine  Foods 

10.0 

7   -  372 

3% 

2.6 

10 

-131 

def 

none 

0.0 

760 

617 

Libbey-O  wens-Ford 

10.0 

3778-1974 

24y4 

11.1 

274 

2.02 

12 

1.20 

4.8 

762 

679 

AMF 

9.7 

24  ys- 1 1 72 

2178 

20.5 

432 

2.60 

8 

1.24 

5.9 

763 

841 

Potomac  Elec  Power 

9.4 

i6y8-io 

1378 

42.1 

552 

2.10 

6 

1.52 

11.6 

764 

867 

Genesco 

9.3 

9  -  2y4 

578 

12.6 

74 

0.09 

65 

none 

0.0 

765 

698 

CBS 

9.0 

64-74-4272 

5174 

27.9 

1,428 

6.71 

8 

2.80 

5.5  1 

766 

664 

General  Tel  &  Elec 

8.9 

3372-23 

2778 

152.9 

4,223 

2.87 

10 

2.72 

9.8  1 

767 

970 

Phelps  Dodge 

8.6 

4874-1778 

39% 

20.8 

820 

4.60 

9 

1.60 

4  1  1 

768 

628 

Diamond  Intl 

8.5 

50  -2774 

35% 

15.5 

551 

3.08 

12 

2.20 

6.2  1 

769 

906 

Minn  Mining  &  Mfg 

8.1 

66y8-43 

60 

117.4 

7,043 

5.72 

10 

2.80 

4.7  1 

770 

853 

Johns-Manville 

8.1 

3874-1874 

2578 

22.6 

568 

2. ,57 

10 

1  92 

7.6  1 

■"1 1 

771 

324 

F  W  Wool  worth 

8.0 

32  -1778 

23-1/4 

30.0 

712 

5.22 

5 

1.80 

7.6  1 

772 

472 

Quaker  Oats 

7.6 

3574-20 

2874 

20.2 

571 

4.46 

6 

1.60 

5.7  1 

773 

637 

Union  Camp 

7.0 

6778-3672 

51 

24.3 

1,239 

6.60 

8 

2.60 

51  1 

774 

800 

Minnesota  Gas 

6.9 

2578-1774 

19% 

4.1 

79 

3.53 

5 

2.04 

10.5  1 

775 

561 

General  Foods 

6.8 

37  -2372 

2972 

50.0 

1,474 

4.71 

6 

2.20 

7.5  1 

776 

533 

Gerber  Products 

6.5 

3972-1778 

26% 

8.9 

237 

3,71 

7 

1.74 

6.5  1 

777 

681 

Laclede  Gas 

6.4 

2478-1478 

18% 

4.4 

81 

3.50 

5 

2.14 

11.5  1 

778 

546 

Harnischfeger 

6.3 

26  -1172 

1478 

8.9 

133 

0.53 

28 

0.40 

2.7  1 

779 

728 

Briggs  &  Stratton 

5.6 

33y8-20% 

23% 

14.5 

344 

3.35 

7 

1.52 

6.4  1 

780 

707 

Marsh  &  McLennan  Cos 

5.2 

3678-25y4 

30% 

27.9 

854 

3,11 

10 

2,00 

6.5  1 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  31, 1975  to  Nov.  19,  1980  For  comparison,  the  f|| 
year  change  in  the  Coa^umer  Price  Index  was  52  7%. 
'Not  ranked  last  year,    def:  deficit 
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eii 

Total 

1 

Latest 

Cum 

Rank 

5-year 

1976-80 

Shares 

market 

12-month 

Price/ 

Indicated 

i  yitlJ 

Company 

price 

price 

Recent 

outstanding 

value 

earnings 

earnings 

annual 

Current 

1  79 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

Ul  VIUCIIU 

yield 

l.r; 
67 

574 

P€psiCo 

5.0% 

^^Vo  on 

00  /s —  zu 

Zh/2 

VI  .z 

$3.07 

8 

$1.,TO 

5.3% 

8.8 

:  706 

Household  Finance 

4.7 

22'/s-13% 

i6y4 

46.4 

777 

2.95 

6 

1.60 

9.6 

J7 

387 

Saga 

4.6 

16%-  6% 

8'/2 

4.8 

41 

1.53 

6 

0.44 

5.2 

J,/ 
3  I 

828 

Central  Soya 

4.5 

215/8-  SVb 

17'/2 

14.8 

258 

2.38 

7 

0.84 

4.8 

J.l 

.  919 

Northern  Trust 

4.4 

42  -27'/4 

35'/2 

4.8 

170 

6.29 

6 

2.44 

6.9 

3,0 

971 

Tfinncfiti  H2  Tnn  ncnn 

VO  /2— OZ  /8 

/lie 



5,761 

6.32 

15 

2.30 

2.5 

« 

• 

Montana  Power 

4.3 

325/8-18 

27% 

11.9 

328 

2.78 

10 

2.12 

7.7 

li 
1  ] 

613 

Stauffer  Chemical 

4.1 

27  -14'/2 

22% 

43.9 

972 

2.95 

8 

1.20 

5.4 

1.4 
Sfl 

'  827 

WICOR 

3.7 

25V8-16% 

17% 

4.1 

72 

2.49 

7 

2.04 

11.6 

0.1 

1  695 

Purolator 

3.4 

45'/2-19'/2 

33% 

4.4 

151 

2.61 

13 

1.44 

4.3 

8.8 

938 

^vondalc  A^ills 

3.4 

ZD  /H—  1  0  72 

1  QVo 

I  y  /H 

44 

3. 12 

6 

1.20 

6.1 

y 

734 

Arizona  Public  Service 

3.2 

2iyR-i4% 

16'/4 

47.5 

772 

2.86 

6 

2.12 

13.0 

M 

1 1  1 

1  805 

E  I  du  Pont 

2.9 

53'/4-31'/« 

43%  ■ 

146.5 

6,356 

4.84 

9 

2.75 

6.3 

11. i 

798 

Pacific  Pwr  &  Lt 

2.5 

24'/4-16'/4 

20% 

45.5 

950 

2.20 

9 

2.04 

9.8 

865 

Owens-Illinois 

2.2 

31%-17'/« 

26'/2 

28.7 

761 

4.99 

5 

1.40 

5.3 

3.8 

869 

Chiihh 

2.1 

'+0  v4 — ZV  /K 

27  lA 

0  1  74 

10/1 

lz.4 

4oz 

8.60 

4 

2.40 

6.4 

0,0 

859 

Chesebrough-Pond's 

1.9 

32y8-19'/8 

30 '/2 

32.4 

987 

3.01 

10 

1.28 

4.2 

7,0 

588 

Pennwalt 

1.8 

42'/2-25% 

28 

8.8 

246 

4.33 

6 

2.20 

7.9 

4,4 

772 

Avon  Products 

1.8 

63  -3I'/s 

35'/2 

60.2 

2,135 

4.01 

9 

3.00 

8.5 

3.7 

799 

GAP 

1.2 

17%-  7% 

10% 

13.5 

146 

1.24 

9 

0.80 

7.4 

10! 

547 

"Oil  J-'IBUVT 

0.6 

OW  /4  —  0  I  /2 

Ho 

oZ.o 

1,D  JO 

4  1/1 

Iz 

1.00 

2.1 

6,1 

299 

Pay'n  Save 

0.5 

30%- 18 

24 '/8 

5.5 

133 

3.42 

7 

0.86 

3.6 

11,6 

627 

Pub  Svc  Elec  &  Gas 

0.0 

26'/8-15'/2 

18'/8 

75.8 

1,375 

3.06 

6 

2.32 

12.8 

8.0 

630 

Indianapolis  Pwr  &  Lt 

-0.6 

27  -17 

20 '/4 

13.2 

267 

3.76 

5 

2.24 

11.1 

10,0 

858 

Manufacturers  Hanover 

-0.9 

4iy8-26'/2 

28y4 

33.3 

958 

6.71 

4 

2.52 

8.8 

10,0 

794 

Winn-Dixie  Stores 

-1.1 

34%  9^Vii 

28ys 

ZD.O 

O.OL 

g 

1.92 

6.8 

10,1 

751 

St  Regis  Paper 

-1.1 

50'/2-25'/4 

33  y4 

32.2 

1,088 

5.24 

6 

2.12 

6.3 

8.? 

1009 

Kennecott 

-1.2 

47  -ISVs 

30'/2 

33.2 

1,011 

2.53 

12 

1.40 

4.6 

\1 

3.! 

662 

Georgia-Pacific 

-1.3 

37%-21'/2 

26 '/8 

98.6 

2,575 

2.39 

11 

1.20 

4.6 

656 

Florida  Power  &  Lt 

-1.4 

29^8-19% 

26 '/2 

41,6 

1,102 

4.42 

6 

2.72 

10.3 

10,1 
7,) 

437 

Lucky  Stores 

-1.4 

1 5 

49  5 

742 

1.0/ 

1.12 

7.5 

596 

Tampa  Electric 

-1.4 

21'/8-13'/4 

17'/2 

15.4 

269 

1.77 

6 

1.56 

8.9 

M 

651 

Wisconsin  Public  Svc 

-1.5 

22  -13% 

16% 

10.9 

183 

2.78 

6 

1.82 

10.8 

11> 

845 

So  New  England  Tel 

-1.5 

41  -291/2 

32 '/2 

12.8 

415 

4.71 

7 

3.60 

11.1 

9,0 

481 

Purex  Industries 

-1.7 

20'/e-13'/4 

My. 

113 

166 

2.38 

6 

1  40 

9.5 

3.7 
3,1 

1  877 

Pacific  Ciaa  Jb  Flpr 

—  1 .0 

z  0/2—  ly  74 

ZUv8 

1 1  D.O 

1  ei 

ti 
0 

2.60 

12.8 

888 

American  Express 

-2.0 

42y8-25'/4 

36 

71.2 

2,565 

5.12 

7 

2.00 

5.6 

7,1 

'  461 

Florida  Power 

-2.1 

i7'/8-ioy8 

14% 

32.3 

464 

1.95 

7 

1.64 

11.4 

0,0 

896 

Kansas  Power  &  Light 

-2.8 

23%-14'/2 

17% 

12.7 

224 

3.23 

5 

2.04 

11.6 

Hi 

709 

Baltimore  Gas  &  Elec 

-2.8 

28'/2-18y8 

21% 

32.2 

697 

3.41 

6 

2.56 

1 1.8 

9i 

456 

—3.0 

z  0    —  1  a  /  2 

1  A  I/. 
1  0  /4 

lo.u 

zou 

Q 

1.10 

6.8 

01 

1  649 

Talley  Industries 

-3.7 

15%_  41/4 

6'/2 

4.8 

31 

-1.62 

del 

none 

0.0 

10.1 

1  643 

Graniteville 

^.9 

17%-  9% 

12'/2 

4.3 

54 

2.65 

5 

1.00 

8.0 

«1 

i  515 

Pillsbury 

-3.9 

4  7 'A- 2  7 '/s 

37'/8 

20.0 

744 

5.41 

7 

2.00 

5.4 

0,0 

1  866 

American  Can 

^.0 

43%-27'/4 

30 '/8 

19.3 

582 

4.54 

7 

2.90 

9.6 

1 

f  939 

c  dllllUd 

— ^.*» 

0/4—    Z  72 

J 

3U 

U.oV 

1  /I 

none 

0.0 

a 

I 

303 

Pan  Am  World  Airways 

-4.8 

10%-  35/8 

5 

71.2 

356 

-1.82 

def 

none 

0.0 

452 

Easco 

^.8 

30'/4- 135/8 

17% 

3.1 

54 

0.91 

19 

1.20 

6.9 

e  .  n 

852 

American  Tel  &  Tel 

^.9 

65y8-45 

48% 

720.2 

34,839 

8.07 

6 

5.00 

10.3 

ll 

Republic  Steel 

-5.1 

40%-20'/4 

25y4 

16.2 

417 

1.31 

20 

2.00 

7.8 

n 

1  874 

—5.9 

0     —   a  /4 

D  /H 

'4. '4 

24 

n  07 

0 

none 

0.0 

0 

648 

Rochester  Gas  &  Elec 

-6.2 

19%-ll'/4 

131/4 

16.4 

217 

2.13 

6 

1.52 

11.5 

0  6! 

!  783 

Envirotech 

-6.3 

42%-  61/2 

ley. 

4.6 

76 

-3.48 

def 

none 

0.0 

0  J' 

844 

Borden 

-6.6 

36%- 19% 

24% 

30.8 

767 

4.59 

5 

1.90 

7.6 

,  '( 

1  434 

Denny's 

-6.7 

35  -IF/s 

19'/8 

8.7 

167 

2.07 

9 

U.oO 

n  II 
'  . 

806 

V'Oca-i-.oia  Doiinng  i 

A  0 

— 0." 

lU/2—  0/8 

0/4 

1  m 

— U.oo 

aei 

0.16 

2.4 

0 

563 

Wm  Wrigley  Jr 

-6.9 

48%-28'/2 

32y4 

7.9 

258 

3.55 

9 

2.09 

6.4 

0  il 

947 

Roadway  Express 

-7.1 

48'/8-2iy4 

37y4 

19.6 

739 

3.37 

11 

1.00 

2.6 

4  10,' 

789 

G  C  Murphy 

-7.7 

23%-ll% 

15 

3.9 

59 

2.56 

6 

1.28 

8.5 

0  » 

917 

Campbell  Soup 

-7.8 

39%-25'/4 

3078 

32.9 

1,016 

4.19 

7 

2.10 

6.8 

703 

Brockway  Glass 

-«.0 

24'/8-12'/2 

16'/4 

7.4 

120 

2.42 

7 

1.20 

7.4 

1 

815 

Wisconsin  Pwr  &  Lt 

-8.1 

23  -14'/8 

15% 

11.3 

177 

2.60 

6 

1.92 

12.3 

0  - 

602 

Gas  Service 

-8.2 

16'/4-  9% 

1  l'/4 

4.2 

47 

1.54 

7 

1.28 

1)4 

,  i- 

427 

Certain-teed 

-8.2 

28'/4-l  1% 

14 

13.5 

188 

0.05 

0.90 

6.4 

«  J, 

I  787 

Southwestern  Pub  Svc 

-8.3 

15 'A-  9'/2 

11  '/8 

28.5 

317 

1.52 

7 

1.38 

12.4 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  31,  1975  to  Nov.  19,  1980  For  comparison,  the  five- 
year  change  in  the  Consumer  Price  Index  was  52.7% 
*Not  ranked  last  year,    def:  deficit. 
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Who's  where  in  the  stock  market 

bo 

Total 

Latest 

5-year 

1  Q7A  fill 

Shares 

itiarket 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

outstanding 

value 

earnings 

earnings 

annual 

Current 

Ink 

1  7' 

80 

79 

v^iiuiudii  y 

change 

range 

price 

1  UUll  lUIIO  1 

/  iriilliniKil 

npr  Qhsrp 

yield 

846 

413 

Kings  Dept  Stores 

-8.6% 

16'/4-  71/4 

8 

7.3 

$  59 

$1,14 

7 

$0,90 

1  1  37„ 

847 

761 

Long  Island  Lighting 

-8.7 

20y8-13'/i 

14'/2 

69.1 

1,002 

2.44 

6 

1.86 

12.8 

1  «' 

848 

255 

Allied  Stores 

-9.3 

29%- 18% 

20% 

20.5 

424 

3.92 

5 

1.70 

8.2 

1  % 

849 

762 

Delmarva  Power  &  Lt 

—9.6 

IS  -10'/4 

1 1% 

24.5 

288 

1.80 

7 

1.48 

12  6 

1  104 

850 

890 

Fi?st  Bank  System 

-9,8 

47  -32*4 

37 

1 5. 1 

CCQ 

7. 14 

5 

2.24 

6. 1 

7li 

071 

850 

910 

Weyerhaeuser 

-9.8 

49y8-20'/4 

33 '/2 

125.2 

4,193 

2.99 

11 

1.30 

3.9 

1  VL 

852 

953 

Rohm  &  Haas 

-9.9 

76^4-28 

52% 

12.9 

674 

7.35 

7 

2.32 

4.4 

853 

499 

Dillard  Dept  Stores 

-10.0 

20  -12 

14% 

3.0 

43 

2.70 

5 

0,40 

2.7 

142 

853 

756 

Foodarama  Supermkts 

-10.0 

10   -  3'/4 

3y8 

1.3 

5 

-1.03 

def 

none 

0.0 

W 

855 

558 

Dillon  Companies 

-10.0 

22%- 13% 

i4y4 

16.9 

250 

1.71 

9 

1,08 

7,3 

)'! 

856 

825 

Kellwood 

-10.4 

23Vi~  8% 

10% 

3.5 

37 

1,51 

7 

0  40 

3.7 

918 

857 

680 

Niagara  Mohawk  Power 

-10.6 

17l/4-10'/2 

11% 

72.8 

846 

1.78 

7 

1,52 

13.1 

Tn 

858 

770 

N  Y  State  Elec  &  Gas 

10.6 

21'/4-13'/8 

14% 

28.9 

415 

2.81 

5 

1.88 

13.1 

«2 

859 

766 

Sybron 

10.7 

24  y4— 12 

i4y8 

9.5 

1  Ail 

14U 

2.27 

6 

1 .08 

7.4 

SJl 

860 

916 

)efferson-Pilot 

1 1.4 

,■!  H    -  22  % 

24  Vs 

21.9 

4..S  5 

6 

1  40 

5,7 

\  )24 

861 

536 

Consumers  Power 

-11.8 

25y8-15'/2 

16% 

57.2 

958 

2.67 

6 

2.36 

14.1 

i  I'D 

862 

725 

Sunbeam 

-12.1 

28'/4-12% 

18% 

15.1 

275 

3.20 

6 

1.50 

8.2 

1  % 

863 

619 

Petrie  Stores 

-12.1 

49%- 23 'A 

30% 

13.6 

419 

3.40 

9 

1.75 

5,7  1 

ir 

oo*» 

vov 

Inco 

A 

— 

J/      —  lj^/8 

7C  7 

7rt.  7 

1,0/ 3 

o.UU 

7 

c\  70 
U.  7  2 

0.0 

m 

no  c 

IntI  Flavors  &  Frag 

lie 
—  1Z.I> 

za%- 16% 

21 

36.6 

70" 

1.78 

12 

0.92 

4,4 

464 

866 

689 

Hobart 

-12.6 

28  -12'/2 

19 

11.4 

217 

2.74 

7 

1.32 

69 

t42 

867 

859 

Harris  Bankcorp 

-12.7 

39'/8-22'/2 

23 '/8 

6.8 

157 

5.02 

5 

2.00 

8,6 

•»i 

868 

838 

Kellogg 

-12.8 

28'/4-15% 

18 'A 

76.4 

1,433 

2,35 

8 

1.40 

7,5 

b'2 

869 

774 

Pittston 

-12.8 

47   - 16 

26'/2 

37.8 

1,002 

2  01 

13 

1.20 

4,5 

1  14! 

'  o 

Maytag 

1  1  o 

.?9   —21 '.2 

27yK 

13.3 

368 

02 

9 

2, 10 

7,6 

1  »6i 

871 

856 

Longs  Drug  Stores 

-13.1 

41'/2-20% 

29% 

10.6 

314 

2.71 

11 

0.84 

2.8 

872 

525 

Gino's 

-13.2 

18   -  6/4 

9% 

2.7 

26 

-0.77 

def 

0.44 

4.5 

873 

1008 

A  H  Robins 

-13.3 

14 'A-  6% 

9% 

25.1 

245 

1.92 

5 

0.40 

4,1 

'  w 

874 

949 

Economics  Laboratory 

—13.5 

3 1  %—  1 6 

2iy8 

13.5 

292 

2.26 

10 

1.04 

4.8 

746 

O  /  J 

Clorox 

111; 

1  C  7/,  77/.. 
1  D  78—     /  78 

1  n3/. 

Zo.U 

7 

7 

n  on 
u.oU 

7  7 

7.7 

t  763 

876 

744 

Monsanto 

-13.6 

100  -42'/4 

66 

360 

2,377 

6.28 

1 1 

3  60 

5,5 

877 

670 

So  Carolina  E  &  G 

-13.7 

21  -12 

14'/8 

25.9 

365 

2.10 

7 

1  74 

12.3 

14 

878 

631 

Carolina  Pwr  &  Lt 

13.8 

25%- 14% 

17% 

51.0 

880 

2.35 

7 

2.24 

13.0 

Hi 

o/v 

C  1  1 

jonathan  Logan 

1 3.8 

18  ¥4—  6'/2 

10% 

5.2 

56 

—6.59 

aet 

0.60 

5,5 

!U 

v/ V 

Hetnlenem  Steel 

14.1 

48  -18'/4 

28% 

43.7 

1,234 

2,37 

12 

1  60 

5,  7 

(12 

881 

655 

Detroit  Edison 

-14.2 

18  -10% 

11% 

80.8 

919 

1.64 

7 

1.60 

14,1 

m 

881 

1013 

Kerr  Glass  M{g 

-14.2 

22  -  8'/2 

11% 

4.0 

45 

1,78 

6 

0.44 

3,9 

M6 

883 

954 

Zenith  Radio 

-14.3 

40%-  JVs 

20% 

18.8 

381 

1.47 

14 

0.60 

3,0 

)42 

5o4 

O  1  ^ 
Oli 

Polaroid 

-14.5 

60'/4-19 

26'/2 

32.9 

871 

2,50 

1 1 

1.00 

3,8 

!46 

033 

Pa  Power  &  Light 

—14.6 

25'/8- 14'/2 

1678 

44.9 

758 

2.71 

6 

2. 12 

12,6 

W 

886 

803 

Boston  Edison 

-14.7 

28%- 18% 

19% 

13.7 

269 

3.53 

6 

2.80 

14.3 

w 

887 

663 

Duke  Power 

-14.7 

23'/2-13y4 

16% 

84.5 

1,405 

3.07 

5 

2.04 

12.3 

m 

888 

777 

Western  Air  Lines 

-14.9 

14%-  6 

7% 

13.0 

103 

-1.13 

def 

none 

0.0 

w 

889 

821 

Union  Electric 

-15.0 

i6y4-  9y4 

1 1  Vtt 

59.5 

677 

2,25 

5 

1 ,52 

13.4 

»'! 

07C 

American  Home  Products 

—  1 5.0 

,^7V4-21  Vk 

28  V« 

156.0 

4,426 

2,75 

10 

1-80 

6  3 

891 

933 

Gillette 

-15.4 

38%- 17% 

28% 

30.2 

853 

4.08 

7 

1.90 

6.7 

w 

892 

531 

Stop  &  Shop 

-15.4 

20%- 12 'A 

14% 

4.0 

57 

2,44 

6 

1.20 

8.5 

It 

893 

923 

Gulf  States  Utils 

-15.6 

15%-  9 

11 '/2 

46.2 

531 

2,28 

5 

1,48 

12,9 

)2l 

<$V4 

811 

Phila  Electric 

-15.8 

21  'A- 11% 

i2y8 

90.7 

1,145 

1,96 

6 

1.80 

14,3 

>22 

Olio 

Munford 

—16.1 

14%-  SVa 

5% 

2.2 

13 

0,39 

15 

none 

0,0 

tit 

896 

951 

Union  Carbide 

-16.2 

76y4-33% 

51% 

66.8 

3,423 

9.86 

5 

3.20 

6.2 

Itit 

897 

710 

Northeast  Utilities 

-16.3 

12%-  7% 

8% 

67.4 

565 

118 

7 

1.10 

13.1 

898 

967 

First  Chicago 

-16.6 

25%- 10% 

15 '/a 

39.7 

601 

9 

1.20 

19 

'S« 

899 

982 

Hercules 

-16.8 

38%- 12% 

2278 

42.4 

971 

2  49 

9 

1  20 

5,2 

I'S 

onn 

"UU 

OQA 

Capital  Holdmg 

17.2 

26 '/2- 16 

17'/2 

27,9 

488 

3  14 

6 

1 .08 

6  2 

V 

901 

921 

Black  &  Decker 

17.2 

28%- 14% 

19% 

42.1 

810 

2,14 

9 

0,76 

3.9 

»5' 

902 

773 

Carter  Hawley  Hale 

-17.5 

25'/4-13% 

20% 

25.2 

520 

2,57 

8 

1.16 

5.6 

"ir 

903 

964 

J  P  Morgan 

-17.5 

64%-39% 

44 '/8 

38.7 

1,708 

8.10 

5 

2.80 

6,3 

904 

771 

No  States  Power 

-17.5 

30'/2-18 

21% 

29.3 

638 

2.93 

7 

142 

11,1 

'10 

905 

850 

General  Mills 

-17.6 

35%- 19 

24% 

50.3 

1,240 

3.40 

7 

1.48 

6,0 

^% 

906 

966 

Procter  &  Gamble 

-17.8 

100'/8-62y4 

73 '/e 

82.7 

6,049 

7.88 

9 

3.80 

5.2 

it 

907 

833 

Kansas  City  Pwr  &  Lt 

-17.9 

32%-18'/8 

21% 

13.3 

282 

4.20 

5 

2.78 

13.1 

"»r 

908 

977 

Carnation 

18.0 

40%- 21 

28 

37.3 

1,045 

4.10 

7 

1  66 

5.9 

909 

963 

Texas  Utilities 

-18.0 

23%- 14% 

17% 

94.2 

1,613 

2,94 

6 

1  76 

10.3 

♦41 

9!0 

1015 

Skyline 

-18.1 

22 '/8-  8 1/2 

13% 

112 

153 

0,43 

32 

0.48 

3.5 

12 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  31,  1973  to  Nov.  19,  1980.  For  comparison,  the  fivej 

year  change  in  the  Consumer  Price  Index  was  52.7%. 

def:  deficit 
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.  Tho's  where  in  the  stock  market 


1  oiai 

Latest 

Rank 

5-year 

1976-80 

Shares 

market 

12-month 

Price/ 

Indicated 

Company 

price 

price 

Recent 

outstanding 

value 

earnings 

earnings 

annual 

Current 

1  79 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

927 

Middle  South  Utils 

-18.1% 

i7y«-io'/4 

1  r/» 

106.1 

$1,260 

$2.03 

6 

$1.62 

13.6% 

W  J 

Northwestern  Steel 

-18.1 

38'/4-/,2y« 

23'/h 

7.5 

174 

2.55 

9 

1.20 

5.2 

804 

|ini  Walter 

-18.2 

n't  /4  —  /2 

30  y« 

1  0.0 

4.30 

7 

1 .90 

6.3 

713 

Norton  Simon 

-  18.3 

23    - 1 1 

ft  in 
0 1  u 

Z.4o 

7 

1  .Uo 

972 

Wachovia 

18. 5t 

23    —  1 S  V4 

1  7 '/a 

1 0.0 

1  on 
i.8U 

6 

0.96 

5.6 

815 

Central  III  Pub  Svc 

-18.6 

16'/8-10 

ioy8 

28.9 

299 

1  68 

6 

1.40 

13.5 

vvniripooi 

-18.8 

34''/4-14y8 

21'/8 

36.2 

765 

2.57 

8 

1.40 

6.6 

934 

Chic  Pneumatic  fool 

-19.0 

OJ  /4 —  1 0  /8 

Z«U  /4 

4  0 

1  ni 

1  on 

i.yu 

1  1 
1  1 

2.UU 

y.o 

978 

Liberty  Natl  Life 

-19.3 

^0/4 —  IKJ  /O 

1  7% 

1  8  0 
10.7 

O.ZO 

C 

l.zU 

A  ft 
0.0 

918 

Oleveland  Elec  Hlum 

-19.3 

93%—  1  3 'A 

141/4 

45  7 

Z.  I  f 

7 

1 

Z.UU 

14. U 

898 

Public  Service  Colo 

-19.5 

20 '/4- 1 1  Vh 

127a 

39.5 

508 

1.76 

7 

1.60 

12.4 

Goodyear 

—19.5 

IS'/*-  10'/4 

1  7'/2 

71.8 

1,256 

2.38 

7 

1.30 

7.4 

1  831 

Squibb 

-19.6 

^9'/d-9  1  Va 

2674 

48  5 

1  297 

z,.00 

1  n 
1  u 

1  on 

1  .zu 

524 

Monfort  of  Colorado 

19.6 

9  Vi_  31/4 

S'/s 

4.9 

25 

— 4-.OZ 

ut.  1 

none 

n  n 

1  870 

Cincinnati  G  &  E 

-19.9 

2sy«—  I4y4 

1  S  '/a 

>jw.y 

467 

T  "in 

Z.oU 

7 

Z.U4 

1  901 

Louisville  Gas  &  Elec 

-20.3 

27'/2- 141/2 

igya 

12.1 

225 

2.60 

7 

2.14 

11.5 

'  T07 

]    /  y/ 

Kane-Miller 

-20.6 

13'/4-  6'/2 

778 

3.5 

27 

1.25 

6 

0.28 

3.6 

1  976 

A.nheus6r*Busch  Cos 

-20.7 

96% 

/4 

4S  9 

0.0  J 

7 

l.Uo 

4.U 

464 

A^merican  Alotors 

-20.9 

9'/2—  3% 

4'/4 

19  n 

1  1A 

d  HQ 
— 4.O0 

uet 

none 

U.U 

642 

General  i^^otors 

-21.0 

/  0  /B — 07  /2 

'TJ  /2 

909  8 

aei 

T  /in 

D.o 

795 

Southern  Company 

-21.2 

18  -10'/4 

IP/a 

152.2 

1,769 

2.20 

5 

1.62 

13.9 

0/2 

May  Dept  Stores 

-21.3 

36   - 18 

25 

29. 1 

728 

3.82 

7 

1.54 

6.2 

843 

American  Elec  Power 

-21.4 

Z>^J  /4 —  1  J  /4 

151/2 

144  6 

2  385 

9  49 

■7 

1  7 

lo.  / 

965 

Fedl  Natl  Mortgage 

-21.7 

I9y8-1  1  '/2 

11% 

58.9 

692 

0  86 

1 4 

0  64 

0.4 

778 

Kentucky  LJtilities 

-21.7 

2,S'/4-15 

16'/4 

12  5 

203 

1  69 

1  n 

1  1 1 

z,.  1  z 

1  "5  n 

834 

Pac  Gamble  Robinson 

-21.8 

26y8-16'/2 

18'/4 

1.9 

35 

2.77 

7 

1.60 

8.8 

BAT 

Central  Illinois  Lt 

—21.8 

19/4- 12  V2 

13 

10.8 

141 

2.07 

6 

1.70 

13.1 

746 

-21.8 

Z.O  /2 —  10/2 

1  SVa 

07  X 

1  787 

9  8A 
Z.oO 

0 

1  "in 
1  .oU 

7  1 

1021 

Fidelcor 

-22.0 

26  -  878 

145/j 

4  9 

72 

1  71 

Q 
0 

0.0 

763 

MiCDonald's 

-22.5 

6(1  _^fil/4 

451/, 

40.2 

1  818 

5  29 

9 

U.OL/ 

1  ft 
1.0 

'  784 

Va  Electric  &  Power 

-22.7 

15 '74-  9'/8 

loya 

98.9 

1,051 

1  66 

6 

1.40 

13.2 

984 

Avery  International 

22.9 

29'/«  - 12'/4 

21 

9.0 

189 

2.40 

9 

0.72 

3.4 

814 

Ohio  Edison 

23.1 

.i-  1  /2 —  I  W  /4 

12  7b 

67  I 

865 

1  56 

1  76 

13  7 

912 

-23.5 

111/.    1  ny.! 

^  J  /4 —  1  U  /4 

12ya 

35  7 

451 

1  24 

10 

1  70 

1 1  ^ 

<  894 

Ortw  r^hprnical 

-23.9 

S7'/4— 22 

347a 

1 82  5 

6  365 

4  17 

1  60 

4  A 

946 

Inland  Steel 

-23.9 

58y8-26% 

31 

20.9 

648 

1.02 

30 

2.00 

6.5 

Goldblatt  Brothers 

-24.0 

6'/2-  2 

2y8 

3.0 

7 

-4.05 

del 

none 

0.0 

846 

Allpfnpnv  Pnwpr 

-24.3 

9  9  Vo-  1 9  'A 

^z.  /8~  1 X  /2 

14 

40.0 

560 

2.24 

1.80 

12.9 

1027 

Annlnh  C^nnrc 

-24.5 

291/2—  91/2 

191/, 

35.0 

674 

2.02 

10 

0.30 

1.6 

(  1029 

Franklin  Mint 

-24.8 

36%-  S'/a 

19 

8.4 

160 

2.41 

g 

0.56 

2.9 

1004 

Walter  E  Heller  Intl 

-24.9 

34  -14 

20 

11.8 

235 

3.59 

6 

l.,?0 

6.5 

1       Oil  7 

Coca-Cola 

-24.9 

47y8-28y8 

3078 

123.6 

3,81 5 

3.36 

9 

2. 16 

7.0 

'  973 

^ati final  ^tpf*l 

-26.0 

STi/.  9syB 

/4 —  Z,  J  /8 

28 '/a 

1 0  n 

533 

4  71 

2  00 

7. 1 

'  944 

Ficnpr  FfiftHc 
X  imici  1. 

-26.2 

151/2—  SYg 

774 

6  3 

49 

0.47 

16 

0.40 

5.2 

857 

Duquesnc  Light 

-26.2 

9  1  Va-  1  9  '/a 

13 

39.7 

516 

1 .86 

7 

1.80 

13.8 

i  908 

Burlington  Inds 

-26.6 

34  -145/4 

2078 

28.1 

573 

2.90 

7 

1.40 

6.9 

924 

Wisconsin  Elec  Power 

-26.7 

32y4- 19 

21  'A 

19.3 

411 

3.66 

6 

2.52 

1 1.9 

922 

International  Paper 

-26.8 

/  7  /4 — oyj  /2 

42 1/4 

49.2 

2  080 

5.24 

g 

2.40 

5.7 

i  868 

PiiKlif*  ^prvifc*  InHiiina 

-26.9 

a  1 7/„   1  75/„ 

0  1  /8 —  1  /  /8 

191/4 

00.0 

647 

3  43 

5 

2.48 

12.9 

-  '  1018 

T  Tfiimval 
KJ 1111  Uydl 

-27.0 

11 'A-  3'/8 

53/4 

26.6 

153 

—4.73 

del 

0.0 

611 

Collins  &  Aikman 

-27.1 

l  S'/«-  6'/4 

8'/4 

12.5 

109 

1.12 

8 

0.72 

8.2 

750 

Royal  Crown  Cos 

-27.2 

23  y8-  loya 

i2y8 

8.2 

101 

1.54 

8 

1 .04 

8.4 

:.  875 

f^nsmninn  ^narlf  PI110 

-27.4 

14y8—  7y4 

878 

38.3 

330 

1 .13 

g 

0.80 

9.3 

1  1007 

-27.5 

/4 —  I U  /8 

1  5  '/2 

8  2 

127 

1 .37 

]  1 

0.40 

2.6 

957 

C^fntra\  IL  ^mifli  Woct 
^Clllldl  OC  3UU(11  Cat 

-27.5 

1  8  I/a     11  'A 

10/8 —  11  /4 

121/2 

79  4 

992 

2  30 

5 

1 ,50 

12.0 

1024 

Schering-Plough 

-28.0 

60'/4-26'/4 

3778 

53.1 

2,010 

4.58 

8 

1.60 

4,2 

I '  you 

Standard  Brands 

—28.3 

Af\^/  111/ 

40y8-21V4 

26 

28.4 

/oo 

8 

l.o4 

0.0 

1  760 

Hanna  Mining 

-28.5 

60'/2-28y8 

32 

8.9 

285 

5.14 

6 

2.00 

6.3 

1  736 

UAL 

-28.6 

45y4-13'/2 

20'/4 

29.5 

598 

-0.92 

del 

none 

0.0 

'  1010 

Moore  Corp 

-29.7 

50y4-23'/2 

3278 

28.0 

921 

3.77 

9 

1.64 

5.0 

1  996 

Citicorp 

-30.1 

37y8-17 

2078 

122.5 

2,527 

4.49 

5 

1.42 

6.9 

1  986 

Eastman  Kodak 

-31.1 

I20y4-4P/R 

73 '/a 

161.4 

11,802 

7.07 

10 

3., 50 

4.8 

1  941 

Lowe's  Companies 

-31.6 

33y8-i3y8 

20% 

13.0 

270 

1.52 

14 

0.60 

2.-; 

962 

Chrysler 

-32.1 

22  Va-  5'/2 

67a 

67,0 

460 

-28.16 

del 

none 

0.0 

-1  925 

Safeway  Stores 

-32.3 

soys- 2  7 '/2 

3078 

26  1 

800 

4.37 

7 

2.60 

8.5 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  31, 1975  to  Nov,  19,  1980,  For  comparison,  the  five- 
year  change  in  the  Consumer  Price  Index  was  52.7%, 

tFour-year  price  change  because  of  spinoff  of  subsidiary  in  1976.    del:  deficit. 
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Who's  where  in  the  stock  market 


Total 

Latest 

5-year 

1976-80 

Shares 

market 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

outstanding 

value 

earnings 

earnings 

annual 

Curre 

on 

fit 

Company 

change 

range 

price 

(millions) 

(millions] 

per  share 

ratio 

dividend 

yield 

976 

885 

Dayton  Power  &  Light 

-32.4% 

22'/r-12 

12 

27.0 

$  324 

$1.89 

6 

$1.74 

14..57o 

977 

961 

Ralston  Purina 

-32.7 

i8'/4- 

10% 

107.9 

1,147 

1.51 

7 

0.64 

6.0 

978 

929 

A  L:t;i~\<>i             llri/  ■•nn/lc 

-33.1 

40  -ISVs 

23 

13.5 

311 

3.60 

1  60 

7  n 

979 

998 

niuu  rdii 

-33.3 

7  Vk-  1  Vs 

3 

7.4 

22 

1.86 

2 

0  0 

980 

886 

1  tllCUl)  CiUI.>Ull 

-33.9 

27i/«-  1  S'A 

1 6  Vk 

20  0 

323 

2  53 

fi 

2  20 

1,3  6 

981 

900 

Emery  Air  Freight 

-34.2 

28%- 12 

ISYs 

15.7 

242 

1.25 

12 

1.00 

6,5 

982 

1001 

Culbro 

—34.6 

23%-  6 

9 

3.2 

29 

—4.28 

der 

none 

0,0 

983 

667 

VV  CAllIlllICf  (tllU  \_<U(II 

—34.6 

yjj  /4—  1  /  /4 

26 

6.8 

177 

-0.41 

del 

0.0 

984 

873 

Pnrff  ^\t\^t\T 

-34.7 

O  i  /»—  id  I  In 

23 

120.6 

2,774 

-10.55 

def 

1.20 

5,2 

985 

882 

Ivtalallall  FICIU 

-34.8 

CjO  /4 —  1  Z>  /4 

15 1/4 

10.3 

156 

1.47 

10 

1.24 

8,1 

986 

914 

ARA  Services 

-34.9 

6()%-24'/4 

31% 

12.2 

380 

5. ,53 

6 

1.94 

6.2 

987 

902 

Illinois  Power 

-35.1 

28  Vb-  IS  Vi 

1  JVh 

33.3 

578 

2.95 

6 

2.38 

13.7 

988 

781 

liICl Cdll  lllC  ClllflCS 

-35.2 

(i4'A  9Q'Vn 

fi — /a 

34 

5.9 

200 

6.22 

5 

1.50 

4.4 

989 

896 

-35.5 

1  K'/«-  fl'/A 

10 

5.3 

53 

1 .60 

0.40 

4.0 

990 

872 

Akzon3 

-35.7 

25%-  7% 

1 1  Vi 

1 2.2 

141 

0.80 

14 

0.80 

7.0 

990 

945 

No  Indiana  Pub  Svc 

-35.7 

21%- 10% 

11 '/2 

40.6 

467 

1.47 

8 

1.50 

13.0 

992 

745 

Heubiein 

-36.4 

59V4-22 

29% 

21.3 

635 

3.74 

8 

1.82 

6.1 

993 

889 

Ppnn-Oivip  Knnc 

-37.6 

6V2-  1% 

21/2 

5.3 

13 

-2.25 

def 

0.0 

994 

592 

-38.2 

37'/g- 15 

171/j 

4.2 

73 

0. 13 

1.00 

5.7 

995 

948 

C^nminnn wp^itn  Fnicnn 

^-'VUllUVll  **           ill  LfUISVII 

-38.4 

97.4 

1,815 

2.53 

7 

2.60 

14,0 

996 

1019 

Keystone  Consolidated 

38.6 

22'/8-  7% 

10 '/8 

1.9 

19 

-5.81 

del 

none 

0.0 

997 

509 

Sheller-Globe 

IS  7 
—JO.  / 

I  C  3/.       A  3/.. 

AS/., 
0/8 

O.Z 

A 1 

— U.oj 

aei 

4.. J 

998 

1006 

11191 1  Vflll:    **1/I1U  lllUn 

-39.2 

OZ,  /H —  1  Z>  /8 

14% 

24  7 

365 

1 .96 

g 

1.10 

7.5 

999 

732 

DIdlllll  Illll 

-40.3 

I  0  /8 —     D  /4 

5% 

20  0 

108 

-5  2.5 

dct 

0  0 

1000 

968 

PI  ppt  woiin  F  ti  tprnri  t^p^ 

41.5 

z,'  f  /a —    <j  /a 

8% 

1  12 

97 

- 1  (H 

0.52 

6.0 

1001 

1030 

Allied  Supermarkets 

-42.3 

6     -  '/8 

r/8 

5.2 

10 

0.40 

5 

none 

0.0 

1002 

993 

Oklahoma  Gas  &  Elec 

-43.3 

23'/2-l  l'/2 

12% 

30.5 

388 

1.56 

8 

1.60 

12,5 

1003 

931 

RiitrniKylic 

-43.6 

ir)8'/)-4A'/4 

47% 

41.3 

I  953 

6.88 

7 

2.60 

5,5 

1Q04 

935 

ITKUllaSVU 

-43.9 

25-7 

6.6 

60 

0.50 

18 

0,0 

1005 

712 

Olvmnia  Rrpwino 

-44.0 

OL*  /4—  1  ^  /4 

12% 

2.6 

33 

1.22 

1 1 

0,90 

7.0 

1006 

999 

United  States  Steel 

44.3 

,S9V8-  16'/4 

24  "8 

87. .S 

2,111 

-4.70 

def 

1.60 

6.6 

1007 

907 

K  mart 

-44.4 

43%-17y8 

i8y8 

123.4 

2,298 

2.19 

9 

0,92 

4,9 

1008 

930 

FpHprstPii  Flpnt'  ^f'nrpG 

-44.6 

60   -  2 1  '/4 

29% 

48  4 

1  416 

5  38 

5 

1,80 

6.2 

1009 

682 

i^cLean  Trucking 

-44.7 

28  Vs-  7'/2 

IO'/k 

5.6 

57 

-0.54 

def 

0.32 

3,2 

1010 

992 

Fed'JWart 

-44.8 

21    -  8 

8 

5.8 

46 

-2  10 

def 

0.0 

1011 

988 

Colonial  Penn  Group 

-45.9 

38  -14% 

15'/2 

16.1 

250 

3.75 

4 

1.40 

9,0 

1012 

997 

Warner-Lambert 

-47.8 

38'/2- 1 7 

19 

79.7 

1,513 

1.90 

10 

1.32 

6,9 

1013 

1023 

Cn1pfitP>P:iImnlivp 

-48.3 

31  '/4-  1 1 

1478 

81.9 

1  218 

1.40 

1 1 

1.12 

7,5 

1014 

899 

rifpat  Atl  J(a  Par  Tpa 

—49.4 

1  J  /8 —    H  /8 

CJ  /8 

^7  4 

201 

—  1  58 

(5pf 

0,0 

1015 

989 

-50.0 

/8 —  1  *+  /8 

16'/8 

0 1 0.0 

5  085 

1  76 

9 

1  36 

8,4 

1016 

439 

Kuhn's-Big  K  Stores 

-50.6 

IO>K- 

3% 

2.6 

8 

-0.75 

del 

none 

0.0 

1017 

688 

Commonwealth  Oil  Rtg 

-50.7 

1 9  Vh-  1 

4*/H 

15.0 

66 

-2.83 

def 

none 

0.0 

1018 

1022 

52.3 

24   —  S 

9'/h 

10  1 

265 

—0  69 

Ut  I 

none 

0  0  1 

1019 

1012 

Yellow  Freight  System 

-52.9 

4Sy4-  12 

1 6  'I'l 

14.2 

234 

1  37 

12 

0.76 

4.6  1 

1020 

1017 

Firpcl'/^nc 
III  IC 

-54.5 

26    -  6'  's 

1  0'^8 

S7  7 

584 

—  1  70 

def 

none 

0  0  1 

1021 

1002 

J  C  Penney 

-55.4 

60%- 1978 

22% 

70.1 

1,568 

2.96 

8 

1.84 

8.2  1 

1022 

937 

Outboard  Marine 

-58.4 

36'/2-  8% 

11% 

8.4 

98 

0.28 

42 

0,70 

6.0  1 

1023 

987 

Kamnn'c  Rpctaiirant'G 
''dlllUC  3  IVCaldUldllls 

-60.8 

27   _  31/2 

S7ii 

J  /8 

12  8 

75 

-3  38 

def 

0,0  1 

1024 

1020 

Mrl  niith  StppI 

-62.3 

^0  /4 —    J  /8 

71/g 

5.5 

39 

-7.34 

def 

none 

0.0  1 

1025 

1014 

Whitp  Mntnr 

-62.7 

1  J  /8 —    ^  /» 

2% 

0  4 

26 

-6  17 

def 

0,0  1 

1026 

1028 

United  Merch  &  Mfrs 

-64.0 

18'/8-  2 'A 

5'/8 

5.9 

30 

-4.79 

det 

none 

0.0  1 

1027 

991 

First  Pennsylvania 

-67.5 

18%-  3% 

478 

15.7 

77 

-7.66 

def 

none 

0.0  1 

1028 

1011 

(iPnpral  Piihlir  Tltilc 
uviicidi  I  ui/iic  ^iim 

-75.0 

i  1  /» —    0  /8 

4% 

61  3 

260 

0  55 

g 

0.0  1 

1029 

1016 

in  :lccp\/aFp  roi  ■  ^ttn 

32%—  4% 

478 

18  3 

89 

-7  58 

def 

none 

0.0  1 

t 

391 

A mpri fan  Fiti^nr'ial 

^^11 1 V  1 1  V-d  11  X  Illdlli.ldl 

23  Vs- 1 9  '/2 

23  Vs 

8  7 

205 

1  99 

1 2 

0  50 

2.1  1 

t 

93 

Coastal  Corp 

445/8-14% 

43 '/4 

21.4 

926 

4.69 

9 

0,40 

0,9  ■ 

* 

Cross  &  Trecker 

38y8-  9'/2 

37% 

12.4 

466 

2.70 

14 

0,64 

1,7  1 

** 

A  £.1/  ^11/ 

4oy2— 41  78 

4578 

40.7 

1,066 

7.06 

6 

A.JO 

J.O  ■ 

*• 

* 

Dart  &  Kraft 

45i/8-40'/4 

42% 

54.6 

2,325 

6.46 

7 

3,20 

7,5  1 

** 

• 

Federal  Express 

48%-  6 

46% 

18.3 

844 

2.05 

23 

none 

0.0  1 

*♦ 

First  Natl  Supermkts 

14    -  3'/4 

6'.2 

3.6 

23 

1.45 

4 

0.02 

0.3  1 

t 

■'33 

lU  International 

2478-  9% 

22 

18.4 

404 

5.99 

4 

1.10 

t 

63 

MGM  Grand  Hotels 

17y8-12'/2 

1278 

32.5 

419 

1.05 

12 

0.44 

'i 

** 

Penn  Central 

41 '/2- 1378 

3978 

17.9 

714 

2.63 

15 

none 

0.0  ■ 

Toys  "R"  Us 

35 'A-  5y8 

29'/8 

13.2 

386 

1.73 

17 

none 

0.0  ■ 

Valero  Energy 

41  -10'/8 

39 

22.3 

869 

1.85 

21 

0.20 

0.5  IT 

Note:  Except  as  fixitnoted,  price  changes  are  measured  from  Dec  31,  19''5  to  Nov  19,  1980.  For  comparison,  the 
year  change  m  the  Consumer  Price  Index  was  52  7%.    'Not  ranked  last  year. 

**N()t  ranked.    tReceni  price  not  comparable  with  hi.storic  price  because  of  spinoff  of  subsidiar>-    def:  deficit. 
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Belfast  buggies 

ohn  Zachary  De  Lorean  is  one  au- 
tomaker who  has  something  to 
cheer  about  this  Christmas.  He  is 
first  automaker  since  Waker 
ysler  to  design,  build,  manufacture 
sell  his  very  own  automobile — from 
tch.  And  if  you  took  him  at  his  word 
uple  of  years  ago  when  he  predicted 
ivould  be  able  to  produce  his  spiffy 
its  cars  in  a  Belfast  bog,  and  went  and 
;red  one,  you  can  greet  the  New  Year 
icially  warmly,  too.  You  will  soon  be 
jng  your  wheels. 

1  Dec.  3,  1980,  production  began  on 
long-awaited  De  Lorean  Sports  Car, 
gullwinged,  stainless-steel  roadster 
the  British  government  has  bet 
than  $125  million  on.  That's  the 
De  Lorean  received  in  grants  and 
s  to  produce  the  car  in  job-hungry 
thern  Ireland. 

le  auto  has  already  logged  quite  a 
ley.  When  De  Lorean  first  got  seri- 
about  building  his  dream  car,  he 
iped  states  and  countries  for  money 
ages  the  way  Dave  Winfield  picked 
baseball  owners'  offers.  Puerto  Rico, 
Republic  of  Ireland,  France,  Spain, 
jugal  and  other  countries  as  well  as 
U.S.  states  all  wooed  the  would-be 
maker,  but  the  U.K.  eventually  won 
While  not  even  the  most  daring  Lon- 
M  bookie  would  have  given  odds  on  it 
e  time,  within  28  months  of  signing 


the  deal,  cars  are  starting  to  roll  off  a 
brand-new  assembly  line. 

It  is  manned  largely  by  formerly  un- 
skilled workers,  many  of  whom  knew 
generations  of  "the  dole."  Now  600  are 
carmakers  earning  one-third  the  Detroit 
wage;  soon  1,400  more  will  be.  The  ab- 
sentee rate  is  an  enviable  1.3%. 

This  year  and  next,  De  Lorean  expects 
upwards  of  40,000  cars  will  roll  out, 
many  of  them  already  bespoke.  For  De 
Lorean  hac  already  signed  up  347  dealers 
in  49  states,  who  not  only  had  to  put  up 
cash  for  a  dealership  themselves,  but  had 
to  commit  themselves  to  buy  a  certain 
number  of  cars.  Most  dealers  have  long 
been  taking  deposits  of  up  to  $2,500  from 
buyers. 

While  the  final  sticker  price  of  the  car 
is  still  to  be  determined,  the  best  guess  is 
that  it  will  be  about  $24,000— about 
$10,000  more  than  predicted  two  years 
ago.  Still,  there  seems  to  be  no  shortage 
of  buyers.  Indeed,  the  first  500  cars, 
which  will  undergo  special,  extensive 
testing  in  Europe,  have  already  been 
snatched  up  by  buyers  in  the  Middle  East 
at  the  regular  sticker  price  that  will  be  on 
cars  sold  in  the  American  market. 

The  Renault-powered  sports  car  is 
light  (2,700  pounds)  because  its  under- 


body  is  fiberglass,  and  it  comes  in  any 
color — as  long  as  it  is  stainless  steel.  It 
gets  23  miles  per  gallon — 32  on  the  open 
road — and  will  zip  from  0  to  60  mph  in 
around  eight  seconds.  It  comes  with 
leather  seats  and  a  choice  of  either  a  five- 
speed  manual  or  three-speed  automatic 
transmission. 

Even  before  the  car  hits  the  American 
highways,  a  five-passenger  luxury  sedan, 
also  in  stainless  steel,  is  inching  off  the 
drawing  boards.  De  Lorean  says  it  is  still 
at  least  two  years  away,  and  will  cost — at 
today's  prices — about  $32,500. 

"Our  survey  shows  that  while  half  of 
the  buyers  of  the  auto  are  sports  car 
buffs,  about  half  are  refugees  from  the 
big,  luxury  car  market,"  says  De  Lorean. 
"And  a  very  large  percentage  are  entre- 
preneurs, who  perhaps  identify  with  a 
product  made  by  a  kindred  spirit.  The 
sedan  will  give  them  another  option." 

If  you're  interested  in  finding  a  De 
Lorean  dealer,  write  to  De  Lorean  Motor 
Co.,  280  Park  Ave.,  New  York,  N.Y. 
10017.  Or,  if  you  prefer  a  gold-plated 
version  of  the  sports  car,  several  are  be- 
ing made  available  through  American 
Express  at  $85,000  per  copy. 

Note:  If  you  are  interested  in  what  this 
refugee  from  GM  has  to  say  about  the 


De  Lorean,  his  new  sports  car  { lop )  and  future  fire-passenger  sedan 

buy  sight  unseen,  and  order  in  any  color  you  want   as  long  as  it  is  stainless  steel. 
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world's  largest  automaker,  where  he  was 
once  a  group  vice  president,  read  On  a 
Clear  Day  You  (km  Sec  (k'ucral  Motors,  by 
De  Lorean  himself  as  told  to  |.  Patrick 
Wright.  The  book  is  one-sided,  naturally, 
but  the  viewpoint  is  worth  considering. 
It's  now  available  in  paperback  at  most 
bookstores'. 


w 

It 

id 


I'irsI  I )('  lorvan  Sfmrls  (^{ir  lonws  ajj  Ik'ljdyl  (i\scnihly  line 

At  about  $34,000  per  copy,  close  to  40,000  may  already  have  been  sold. 


E.F.  Button  talks  . . . 


Attention,  Keogh  or  IRA  plan  hold- 
ers looking  for  a  place  to  invest 
this  year's  contribution.  If  you  be- 
lieve that  commercial  properties  such  as 
office  buildings  and  shopping  centers 
make  for  some  of  the  best  long-term 
investments  around,  listen  to  what  E.F. 
Hutton  says. 

The  brokerage  firm  has  come  up  with 
a  way  you  can  use  some  funds  from  your 
Keogh,  IRA  or  other  self-directed  pen- 
sion plan  to  buy  existing  commercial 
property — for  cash.  Return  on  your  in- 
vestment isn't  down  the  road;  it  is  im- 
mediate. But  as  with  all  approved  Keogh, 
IRA  and  other  pension  investments, 
taxes  on  that  return  can  be  postponed 
until  you  retire.  What's  more,  any  appre- 
ciation on  the  property  is  likewi.se 
dumped  into  your  plan  tax-free. 

According  to  William  Turchyn  Ir.,  vice 
president,  here's  how  its  Qualified  Prop- 
erties 80  offering  will  work.  As  with  any 
limited  partnership,  your  contribu- 
tions— a  minimum  of  $1,S()()  for  IRA  and 
Keogh  plan  individuals,  $S,0()()  for  ERISA 
pension  and  profit-sharing  plans — will  be 
pooled  along  with  other  funds  to  buy  six 
to  eight  existing  commercial  prc)perties, 
including  shopping  centers  and  office 
buildings.  The  investment  will  be  for  ap- 
proximately seven  to  ten  years.  Your  an- 
nual return  is  expected  to  be  7%  to  8%, 
starting  as  soon  as  the  properties  are 
acquired.  Each  quarter,  checks  will  be 
sent  directly  for  deposit  in  another  of 
your  Keogh  or  IRA  accounts.  (You  can't 
touch  that  money  until  retirement,  of 
course,  without  hefty  penalties.)  Tur- 
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chyn  believes  that  the  initial  return  prob- 
ably will  increase  as  existing  leases  on 
the  properties  expire. 

After  seven  years  or  so  the  properties 
will  be  liquidated  and  the  net  apprecia- 
tion is  all  yours.  What  you  do  with  the 
funds  after  that  is  up  to  you.  You  can  roll 


them  over  into  a  new  partnership 
them  into  another  approved  investr 
or,  if  you  are  then  .Sy/z  years  old  or 
and  wish  to  retire,  withdraw  the  fi 
directly. 

Hutton  expects  some  $30  million 
year  from  individuals  and  ERISA  pen| 
plans.  Turchyn  says  the  QP  80  pla 
unique  because  it  is  a  limited  partner 
that  buys  properties  entirely  with  caj 
cash-like  equity-convertible  loans.  H  [bp: 
limited  real  estate  partnerships  are  1( 
aged.  Under  current  law,  you  avoiq  jjei 
normal  "unrelated  business  tax"  asl  poi 
ated  with  leveraged  plans.  Plus,  the  p 
erty  is  appraised  each  and  every 
That's  unusual  for  partnerships,  too 
that's  because  ERISA-type  investmt  gtr 
by  law,  must  be  appraised  each  yea.  ( H\ 
the  Hutton  plan  allows  you  to  seo  itca 
appreciation,  if  any,  annually. 

If  you  decide  to  cash  in  before 
partnership  expires,  you  will  be  hit 
the  same  penalties  as  any  other 
withdrawal  from  Keogh  or  IRA  accoii 
Turchyn  says,  however,  if  you  siBpi'sej 
want  out  of  the  partnership,  Hil  u-in 
probably  will  be  able  to  find  someon 
fill  your  shoes.  Then  you  can  tra) 
funds  to  whatever  qualified  plan 
want  and  avoid  a  tax  bite. 

Write  to  E.F.  Hutton,  1055  Frai 
Avenue,  room  303,  Garden  City, 
1  1530  for  details.  Don't  forget  to  ask  aj 
sales  charges.  They  are  not  modest.  ^ 
You  might  also  check  with  your 
broker — several  are  now  exploring  sir 
programs. — Gerald  Odening 
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ive  some  hotels  half  a  chance  and 
they  will  lose  track  of  your  reser- 
vation, foul  up  your  bill,  not  have 
type  accommodation  you  requested 
P'l  therwise  seemingly  go  out  of  their 
to  make  your  life  miserable.  Yet 
the  business  traveler,  are  the  bread 
'^li'loutter  of  the  hotel  trade. 

rhaps  to  make  amends,  or  more 
kbly  to  preclude  foul-ups,  some  of 
arger  hotel  chains  now  offer  special 
>tM  ii  immodations  and  services  to  fre- 
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lotels  within  hotels 


it  business  travelers.  They  cost  more 
standard  accommodations,  but  are 
worth  the  difference  to  the  expense 
unt  traveler. 
eachyti|je  Hyatt  chain,  for  example,  has 
it  calls  the  Regency  Club,  which, 
first-class  airfare,  is  open  to  anyone 
ng  to  pay  the  rate.  You  need  not  be  a 
lenter  of  Hyatts.  Available  now  at  33 
e  55  Hyatts  in  the  U.S.,  it  consists  of 
2"lfe  than  a  few  frills.  First  off,  you  are 
ly  segregated  from  the  other  hotel 
Is — including  boozy  conventioneers, 
and  other  Regency  Club  members 
t'i|on  a  separate  floor  or 
of  the  hotel.  You 
still  check  in  at  the 
desk,  but  you  then 
up  a  special  elevator 
ey  that  allows  you 
^s   to    the  Regency 
or    wing.  There 
lonn§si§:e  welcomed  by  the 
concierge,  whose  sole 
make  sure  you  get 
t  you  need,  from  din- 
ireservations  to  flight 
its  to  arranging  for 
iig  to  forwarding  mail, 
port,  he  performs  the 
^  all  good  hotels  used 
lovide  all  the  time. 

Ife  is  a  lounge  area  just 
'fou  and  your  fellow 
•lers,  plus,  at  some,  a   
bd  bar.  Some  Hyatts  even  have  fire- 
ps,  libraries  and  baby  grand  pianos, 
of  all,  perhaps,  there  is  express 
kout.  Upon  arrival,  you  receive  a 
to  fill  out,  which  you  simply  drop 
ith  your  room  key  at  the  concierge's 
when  leaving.  The  rates  run  $15  to 
ibove  normal  rates, 
le  Hyatt  Regency  Chicago  also  has  a 
droom  on  its  Regency  floor — com- 
:  with  mahogany  table  and  silver  ser- 
for  12.  It  can  be  an  ideal  spot  to 
rtain  on  one  of  Chicago's  snowy 
ings.  Note:  A  Regency  Club  is  slated 
i\ie  new  Grand  Hyatt  in  New  York, 
eraton  Hotels  has  begun  a  premium 
ce  at  two  of  its  major  U.S.  facili- 
— the  Sheraton-Boston  and  Sheraton 
;re  in  New  York — and  plans  to  add 
It  it  calls  a  Towers  section  in  Wash- 
)n,  D.C.,  Seattle  and  New  Orleans. 
Towers  rooms — separated  from  the 


others  in  the  hotel — run  20%  or  so  above 
regular  accommodations.  In  addition  to 
express  checkout,  the  services  of  a  full- 
time  concierge  and  a  Towers  lounge  for 
drinks,  coffee  and  snacks,  there  is  an 
express  check-in  service.  You  don't  even 
pause  at  the  front  desk  but  go  directly  to 
the  Towers  floor.  (Anyone  who  has  ever 
waited  to  check  into  the  Sheraton  Cen- 
tre knows  what  a  relief  that  can  be.) 

Hilton  has  been  at  the  game  a  lot  lon- 
ger than  the  other  major  chains.  For 
about  12%  to  25%  above  the  normal 
rate,  its  Towers  guests  get  separate 
check-in  and  checkout,  a  lounge  and  the 
services  of  a  concierge.  Currently,  only 
16  of  its  hotels  and  inns  offer  Towers 
sections.  As  do  the  Hyatt  and  Sheraton 
chains,  Hilton  simply  requires  you  to  fill 
out  a  form  with  your  credit  card  number 
for  the  privilege  of  checking  out  fast. 

Note:  The  Waldorf  Towers  in  New 
York,  owned  by  Hilton,  is  different  from 
other  Hilton  Towers  facilities.  Nearly  all 
the  rooms  are  large  suites  with  their  own 
lounge  areas.  There  is  a  concierge,  of 
course. 

Marriott,  too,  is  planning  what  it  calls 


A  Hyatt  Regency  Club  lounge 
No  boozy  conventioneers. 


Marquis  Level  service.  Already  available 
in  the  Marriott  Chicago,  the  service  is 
virtually  the  same  as  that  offered  by  the 
other  major  chains  and  will  eventually  be 
offered  in  Boston,  Denver,  New  York, 
Salt  Lake  City  and  elsewhere. 

Not  to  be  outdone,  a  number  of  inde- 
pendent luxury  hotels  have  formed  their 
own  group,  the  Preferred  Hotels  Associ- 
ation, and  are  also  catering  more  to  the 
pinstripe  set.  If,  for  example,  you  are 
staying  at  the  Pierre  in  New  York,  you 
can  call  the  association  and  arrange  a 
room  at  the  Drake  in  Chicago,  or  the 
Ritz-Carlton  in  Boston.  You  will  be  given 
priority  on  room  by  virtue  of  staying  at 
another  Preferred  Hotel.  The  toll-free 
number  is  800-942-7400  in  Illinois,  oth- 
erwise it's  800-323-7500. 

At  the  other  end  of  the  spectrum,  the 
large  motel  chains  are  likewise  pander- 
ing to  the  business  traveler.  Check  out 


the  Blue  Ribbon  plan  at  the  Quality  Inn. 
It  guarantees  you  a  room  at  a  set  rate,  no 
matter  where  or  what  room  is  available. 
Holiday  Inns  started  its  Inner  Circle 
some  time  ago,  featuring  express  check- 
in  and  checkout;  best-available  room 
policy;  $50  check-cashing  privileges  and 
a  free  newspaper.  In  order  to  qualify, 
you  or  your  company  must  reserve  at 
least  ten  rooms  a  year.  Write  to  Holi- 
day Inns  Inner  Circle,  3796  Lamar 
Ave.,  Memphis,  Tenn.  38195  for  further 
information. 

Archrival  Ramada  Inn  is  fighting  back. 
Its  Pacesetters  program  offers  the  best 
available  room  at  rates  published  in  the 
fall  of  1980,  speedy  check-in  service,  plus 
25%  off  on  the  weekends,  at  participat- 
ing hotels.  Enroll  at  any  Ramada  Inn. 

Loose  ends . . . 

Given  the  extraordinary  volatility 
in  the  money  markets  these  days, 
yields  on  money  market  funds 
tend  to  lag  interest  rates  in  general.  That's 
because  the  funds  generally  lend  out  mon- 
ey for  periods  of  at  least  30  days.  But  now 
there  is  one  fund.  Capital  Preservation  11 
in  Palo  Alto,  Calif.,  which  has  found  a 
way  to  shorten  the  lag  and  take  advantage 
of  today's  very  high  interest  rates — how- 
ever short-lived  they  may  be.  It  has  con- 
verted to  a  Treasury  repurchase  agree- 
ment fund,  which  invests  money  in  feder- 
al securities  with  a  maximum  average 
maturity  of  7  days.  The  fund  buys  Trea- 
sury securities  from  banks  with  the  un- 
derstanding that  they  will  be  repurchased 
by  the  banks  in  a  few  days.  The  "repo" 
rate  follows  the  Federal  funds  rate.  Ac- 
cording to  Chairman  Jim  Benham,  the 
spread  ranges  from  %%  to  l'/4%.  On  a 
recent  wild  Friday,  for  example.  Federal 
funds  were  trading  between  16%  and 
21%,  with  the  "repo"  rate  as  high  as 
1978%.  Capital  Preservation  Fund  U's 
overall  yield  for  the  day  was  16.94%. 
Minimum  investment  in  the  "hot  iTH)n- 
ey"  fund  is,  at  the  moment,  only  $1,000. 

If  you  have  a  dispute  with  the  Internal 
Revenue  Service  that  amounts  to  under 
$5,000  in  additional  income  taxes,  you 
don't  have  to  take  it  lying  down.  You  can 
take  your  case  to  the  U.S.  Tax  Court 
yourself.  The  Tax  Court  is  a  court  of 
record,  not  connected  in  any  way  with 
the  IRS.  Tips  on  how  to  prepare  and 
submit  your  own  appeal  without  a  high- 
powered  tax  lawyer,  are  covered  in  a  new 
booklet,  "How  the  Small  Taxpayer  Can 
Take  the  IRS  to  Court."  It  is  based  on 
Tax  Court  instructions  and  Section  7463 
of  the  Internal  Revenue  Code.  It  also 
includes  the  necessary  petition  forms 
and  a  list  of  the  107  cities  where  cases 
can  be  heard.  Available  from  Reymont 
Associates,  29  Reymont  Avenue,  Rye, 
N.Y.  10580.  Cost  is  $1.50. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


6,000,000  Shares 

Pacific  Gas  and  Electric  Company 

Common  Stock 

($10  par  value) 


Price  $20  per  Share 


Dean  Witter  Reynolds  Inc. 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  Underwriters 
only  in  states  in  which  such  Underwriters  are  qualified  to  act  as  dealers 
in  securities  and  in  which  the  Prospectus  may  be  legally  distributed. 

BIyth  Eastman  Paine  Webber 

incorporated  ^.^^^^  Peabody  &  Co. 

Incorporated  Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Bache  Halsey  Stuart  Shields  The  First  Boston  Corporation  Bear,  Stearns  &  Co.  Dillon,  Bead  &  Co.  Inc. 

Incorporated 

Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert  Goldman,  Sachs  &  Co.  E.  F.  Hutton  &  Company  Inc. 

Securities  Corporation  Incorporated 

Lazard  Freres  &  Co.  Lehman  Brothers  Kuhn  Loeb  L.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers 

Incorporated 

Shearson  Loeb  Rhoades  Inc.  Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribus  Becker  Wertheim  &  Co.,  Inc. 

Incorporated  A.  G.  Becker 

Bateman  Eichler,  Hill  Richards  Birr,  Wilson  &  Co.,  Inc.  Crowell,  Weedon  &  Co.  Sutro  &  Co. 

Incorporated  Incorporated 

Thomson  McKinnon  Securities  Inc.  Atlantic  Capital  Basle  Securities  Corporation  Alex.  Brown  &  Sons 

Corporation 

Davis,  Skaggs  &  Co.,  Inc.  A.  G.  Edwards  &  Sons,  Inc.  Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc. 

New  Court  Securities  Corporation  Oppenheimer  &  Co.,  Inc.  Tucker,  Anthony  &  R.  L.  Day,  Inc.  Advest,  Inc. 

Arnhold  and  S.  Bleichroeder,  Inc.  Robert  W.  Baird  &  Co.  Sanford  C.  Bernstein  &  Co.,  Inc.  William  Blair  &  Company 

Incorporated 

Blunt  Ellis  &  Loewi  Boettcher  &  Company  J.  C.  Bradford  &  Co.  Butcher  &  Singer  Inc.  Dain  Bosworth 

Incorporated  Incorporated 

Daiwa  Securities  America  Inc.  Edelstein,  Campbell  &  Co.,  Inc.  Eppler,  Guerin  &  Turner,  Inc.  Fahnestock  &  Co. 

First  of  Michigan  Corporation      Robert  Fleming      Foster  &  Marshall  Inc.      Hambrecht  &  Quist      Janney  Montgomery  Scott  Inc. 

Incorporated 

Kleinwort,  Benson  Ladenburg,  Thalmann  &  Co.  Inc.  Legg  Mason  Wood  Walker  McDonald  &  Company 

Incorporated  Incorporated 

Montgomery  Securities  The  Nikko  Securities  Co.  Nomura  Securities  International,  Inc.  The  Ohio  Company 

International,  Inc. 

Piper,  Jaffray  &  Hopwood      Prescott,  Ball  &  Turben       Rauscher  Pierce  Refsnes,  Inc.       Robertson,  Colman,  Stephens  &  Woodman 

Incorporated 

The  Robinson-Humphrey  Company,  Inc.  Rotan  Mosle  Inc.  Wagenseller  &  Durst,  Inc.  Wedbush,  Noble,  Cooke,  Inc. 

Wheat,  First  Securities,  Inc.  Yamaichi  International  (America),  Inc.  Bruns,  Nordeman,  Rea  &  Co.  The  Chicago  Corporation 
R.  G.  Dickinson  &  Co.  Doft  &  Co.,  Inc.  Elkins  &  Co.  Gruntal  &  Co.  Herzfeld  &  Stern  ].  f.  B.  Hilliard,  W.  L.  Lyons,  Inc. 
Howard,  Weil,  Labouisse,  Friedrichs  The  Illinois  Company  Interstate  Securities  Corporation 

Incorporated  Incorporated 

Johnson,  Lane,  Space,  Smith  &  Co.,  Inc.      Josephthal  &  Co.      Emmett  A.  Larkin  Company,  Inc.      Manley,  Bennett,  McDonald  &  Co. 

Incorporated 

The  Milwaukee  Company       Moore  &  Schley.  Cameron  &  Co.        Morgan,  Olmstead,  Kennedy  &  Gardner       Newhard,  Cook  &  Co. 

Incorporated  Incorporated 

Parker/ Hunter  Pflueger  &  Baerwald  Inc.  Philips,  Appel  &  Walden,  Inc.  Wm.  C.  Roney  &  Co.  R.  Rowland  &  Co. 

Incorporated  Incorporated 

Seidler,  Arnett  &  Spillane  H.  B.  Shaine  &  Co.,  Inc.  Stifel,  Nicolaus  &  Company  Henry  F.  Swift  &  Co. 

Incorporated  Incorporated 

Underwood,  Neuhaus  &  Co.         Wulff,  Hansen  &  Co.        George  K.  Baum  &  Company        B.  C.  Christopher  &  Co.        Cowen  &  Co. 

Incorporated  Incorporated 

Craigie  Incorporated  D.  A.  Davidson  &  Co.  Ferris  &  Company  First  Albany  Corporation  Holt  &  Collins 

Incorporated  Incorporated 

Jesup  &  Lamont  Securities  Co.,  Inc.  Edward  D.  Jones  &  Co.  Kirkpatrick,  Pettis,  Smith,  Polian  Inc.  Laidlaw  Adams  &  Peck  Inc. 
Cyrus  J.  Lawrence        A.  E.  Masten  &  Co.        Mesirow  &  Company        Morgan,  Keegan  &  Company,  Inc.        Neuberger  &  Berman 

Incorporated  Incorporated 

Quinn  &  Co.,  Inc.  Rodman  &  Benshaw,  Inc.  Stern  Brothers  &  Co.  Stone  &  Youngberg  Burton  J.  Vincent,  Chesley  &  Co. 
Belford,  Hammerbeck,  Inc.  Cardinal  Investment  Company.  Inc.  First  Affiliated  Securities,  Inc.  Eraser,  Wilks  and  Darnall,  Inc. 
Freehling  &  Co.  Mason  Brothers  Pacific  Securities,  Inc.  San  Diego  Securities 

Incorporated 

Smith,  Hague  &  Co.  Stix  &  Co.  Inc.  Van  Kasper  &  Company 

Incorporated  Incorporated 

December  tO,  1980 


The  Economy 


MONE\  &  INVESTMENTS 


Disaster  in 
some  businesses, 
ontinued  prosperity 
in  others 


Washington  is 
crowding  private 
borrowers 
out  of  the 
capital  markets 


Fed  to  Congress: 

The  ball's  in 
your  court  now 


INTEREST  RATES:  A  PLATEAU,  NOT  A  SPIKE 

If  you  are  counting  on  a  quick  cresting  in  interest  rates  followed  by  a 
sharp  drop — a  repeat  of  what  happened  late  last  summer — forget  it.  It  isn't 
going  to  happen.  While  rates  won't  go  much  over  20%,  the  tulips  will  be 
blooming  before  the  prime  rate  gets  below  18%  again;  a  return  to  the  11% 
level  of  late  last  summer  is  for  the  indefinite  future.  Be  prepared  to  live  with 
punishing  interest  rates  at  least  until  late  summer. 

Yet  business  activity  is  slow  in  many  areas.  Retail  sales  are  sluggish.  The 
auto  industry  is  in  a  depression,  not  a  recession.  Housing  starts  are  down 
from  a  peak  annual  rate  of  2.1  million  units  in  the  fourth  quarter  of  1978  to 
1.3  million  in  the  fourth  quarter  of  1980.  As  we  predicted  here,  gold  and 
commodity  prices  have  come  down  sharply;  they  will  continue  to  drop. 
Normally  such  a  slowing  in  key  industries  would  spell  a  drop  in  the  demand 
for  money  and  lower  interest  rates.  Not  this  time. 

In  fact,  all  the  signs  point  to  a  continued  high  level  of  demand  for 
borrowed  dollars.  Other  than  the  depressed  industries  mentioned  above, 
business  remains  surprisingly  robust.  While  unemployment  was  still  7.5% 
in  November,  overall  employment  remains  at  97.4  million,  near  the  Febru- 
ary 1980  record.  The  defense  industry  is  tooling  up  for  U.S.  rearmament. 
The  money  markets  will  have  to  finance  this  buildup.  Furthermore,  in  a 
period  of  12%  inflation,  inventories  and  receivables'  carrying  costs  expand 
even  if  unit  stocks  are  flat.  But  the  biggest  demand  for  credit  is  from 
businesses  caught  in  a  liquidity  squeeze. 

Federal  borrowing  needs  are  horrendous.  Counting  off-balance-sheet 
financing,  the  sum  is  going  to  be  almost  an  incredible  $128  billion  in 
1981.  Add  to  this  nearly  $50  billion  of  state  and  local  financing  and  you 
create  a  situation  for  most  of  1981  when  private  business  will  have  to 
compete  against  government  for  a  limited  supply  of  capital.  Net  corporate 
borrowing  will  run  at  about  $45  billion.  That  would  put  the  total  demand 
for  credit  in  1981  at  about  $223  billion  compared  with  1980's  estimated 
$170  billion. 

It  is,  of  course,  in  the  power  of  the  Federal  Reserve  System  to  ease  the  pain 
by  printing  money.  But  the  Fed  won't  do  it.  That  would  be  inflationary  and 
the  Fed  is  giving  priority  to  inflation-fighting.  Bad  news,  that,  for  overex- 
tended borrowers.  Continued  bad  news  for  autos  and  housing.  The  year 
1970  had  its  Penn  Central;  1974  had  its  W.T  Grant.  The  hkehhood  this 
time  is  for  a  number  of  bankruptcies  on  this  scale. 

Will  the  whole  exercise  be  worth  the  pain?  For  a  full  12  months,  from  the  fall 
of  1973  to  the  fall  of  1974,  the  Fed  kept  interest  rates  high.  The  inflation  rate 
dropped  from  12%  to  9%.  But  this  time  the  inflation  is  much  worse.  So,  the 
Fed  will  have  to  be  even  tougher. 

In  a  sense,  the  Fed  is  putting  pressure  on  the  politicians.  It  is  telling 
them  that  if  they  want  reasonable  interest  rates  anytime  soon  they  are 
going  to  have  to  reduce  government  giveaways  in  order  to  reduce  the 
government's  demand  for  credit.  The  politicians  are  caught  squarely  in  the 
middle.  If  they  cut  spending,  they  get  a  lot  of  voters  mad.  But  if  they  permit 
continued  high  interest  rates,  they  will  reap  even  more  trouble.  Any  way 
you  cut  it,  the  economy  is  in  for  a  good  deal  of  pain  in  1981.  The  wise 
businessman  will  be  prepared  for  the  worst. 
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Capital  Markets 


MONEY  &  INVESTMENTS 


Yields  haven  t  peaked  yet,  but  investors  with 
secure  egos  may  find  them  close  enough. 

IS  FT  NOW  TIME 
TO  GO  LONG? 


By  Ben  Weberman 


Have  bond  prices 
been  driven  down 
about  as  low  as  they 
can  go?  Is  it  now 
time  to  go  long? 

In  my  judgment 
the  answer  is  no. 
Given  the  unabated 
pressures  of  infla- 
tion and  expecta- 
tions of  more  infla- 
tion and  given  the  federal  govern- 
ment's need  for  cash  to  cover  budget 
deficits,  the  bond  market's  ordeal  is 
not  yet  over. 

Although  bond  yields  may  not  have 
peaked,  even  at  these  unprecedented- 
ly  high  levels,  they  may  be  getting 
close  enough  for  some  investors, 
those  whose  egos  won't  be  crushed  if 
they  fail  to  call  t\\e.precise  turn.  Even  if 
higher  yields  are  in  sight  for  many 
months  to  come,  it  may  still  be  pru- 
dent to  take  a  small  position  in  bonds; 
the  yields  you  receive  today  will  cer- 
tainly be  attractive  over  the  lives  of 
the  issues. 

Any  purchases  you  make  should  be 
confined  to  the  highest-quality,  low- 
est-risk securities.  Interest  rates  are 
so  high  that  many  companies  are  be- 
ing acutely  squeezed,  and  some  of 
these  won't  survive.  To  minimize 
risk,  you  should  consider  U.S.  Trea- 
suries, or  Government  National  Mort- 
gage Association — Ginnie  Mae — 
mortgage  pool  pass-through  certifi- 
cates, for  example.  Both  are  full  faith 
and  credit  obligations  of  the  U.S. 

The  Ginnie  Maes  right  now  are 
attractively  priced  in  relation  to  oth- 
er fixed-income  securities.  Normally, 
Ginnie  Maes  pay  about  0.50%  more 
than  U.S.  Treasuries  but  0.25%  less 
than  high-quality  corporate  bonds. 
At  this  writing,  however,  the  Ginnie 
Maes  are  yielding  1%  more  than 
Treasuries  and  almost  the  same  as 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


high-quality  corporate  bonds. 

For  all  the  familiarity  of  the  name 
Ginnie  Mae — they  have  been  around 
since  1968 — a  surprisingly  large 
number  of  otherwise  well-informed 
investors  are  uncertain  about  what 
they  really  are.  For  them,  some  spe- 
cifics may  be  in  order.  Underlying 
most  Ginnie  Mae  certificates  is  a 
pool  of  30-year  FHA  or  VA  mort- 
gages extended  mainly  to  homeown- 
ers who  are  constantly  repaying 
principal  as  well  as  interest.  The  life 
of  a  typical  Ginnie  Mae  averages  out 
to  12  years,  not  30  years.  Repay- 
ments are  speeded  up  when  a  mort- 
gagor sells  a  house  and  pays  off  the 
mortgage  or  when  the  homeowner 
cannot  meet  payments  and  defaults, 
requiring  the  government  to  pay  off 
the  mortgage. 

Treasuries  maturing  in  the  10-  to 
15-year  range  right  now  are  paying 
between  13.15%  and  13.40%,  Ginnie 
Maes  about  14.40%,  intermediate- 
term  corporates  about  14.50%.  If  you 
want  to  sleep  whether  or  not  the  fi- 
nancial world  is  crumbling,  you 
should  take  a  Ginnie  Mae. 

Ginnie  Mae  certificates  can  be  pur- 
chased from  most  brokers  on  princi- 
pal amounts  of  $25,000  or  more.  The 
commission  paid  by  a  big,  multimil- 
lion-dollar institutional  investor 
would  come  to  about  $10  per  $1,000, 
or  $250  for  a  $25,000  certificate. 
Small  investors  typically  pay  double 
or  triple  that  amount.  But  in  today's 
market  with  a  14%  return  adding  up 
to  $3,500  in  interest  on  a  $25,000 
certificate  in  the  first  year,  the  com- 
mission is  not  onerous.  Investors  who 
do  not  follow  the  markets  closely  may 
be  fair  game  for  some  dealers  who 
take  advantage  of  their  innocence  by 
pricing  buy  orders  too  high  and  sell 
orders  too  low.  You  can  check  prices 
daily  in  the  Wall  Street  Journal ,  but 
keep  in  mind  that  prices  fluctuate 
widely  throughout  the  day. 

I  like  Ginnie  Maes  for  those  who 
depend  on  investment  income  be- 
cause they  return  principal  as  well  as 


interest.  Thus,  in  the  early  years  of 
9%  pool,  you  would  receive  eacl 
month  $187.51  in  interest  and  $12.3" 
of  principal.  Because  of  prepayments 
however,  you  could  expect  anothe 
$9  or  so  of  principal  monthly.  In  th 
second  year,  the  principal  repaymen 
could  be  about  double,  or  $40,  oi 
each  certificate.  After  the  third  year 
you  would  be  getting  about  $60 
month  or  more  from  return  of  princi 
pal  in  addition  to  the  $187.51  o 
interest. 

There  are  no  hard-and-fast  rules  t 
determine  the  life  of  each  Ginnie  Ma 
pool.  Low-coupon  pools  will  not  b 
prepaid  at  a  time  of  15%-to-16°/^ 
mortgages.  Prepayments  could  be  low 
But  if  mortgage  rates  should  fall,  pre 
payments  will  rise. 

Mortgage  terms  alone  are  not  th 
only  factor.  Each  certificate  is  a  shar 
in  a  particular  pool  of  mortgages  ar 
ranged  by  a  lender  in  a  particular  par 
of  the  country.  Experience  shows  thai 
Californians  are  much  more  mobil 
than  citizens  of,  say,  Illinois.  Thus 
the  average  life  of  California  Ginni 
Maes  has  been  closer  to  5  years  thai 
12  years.  Pools  in  Illinois  have  15-yea 
lives;  folks  there  aren't  likely  to  mov 
about  so  much. 

The  life  expectancy  of  the  pool  i 
important  because  outstanding  pool 
trade  at  a  discount — ranging  from  9 
for  12.50%  Ginnie  Maes  to  67  for  8°/- 
Ginnie  Maes.  As  principal  is  pai 
down,  it  comes  in  at  100  cents  on  th 
dollar.  The  faster  the  repayments,  th 
sooner  your  bonus  is  received. 

Individual  investors  who  don't  hav 
$25,000  to  buy  a  certificate,  and  wh 
are  willing  to  pay  a  3.35%  commis 
sion  ($837  on  a  $25,000  certificate 
can  go  into  unit  investment  trust 
specializing  in  Ginnie  Maes.  Uni 
trusts  are  organized  with  a  fixed  port 
folio  in  hand,  which  may  not  be  trac 
ed.  Mutual  funds,  in  contrast,  hav 
portfolios  that  are  managed  by  invest 
ment  advisers. 

For  an  example  of  how  they  worl 
look  at  a  Merrill  Lynch  unit  trust,  th 
18th  GNMA  series,  started  a  year  age 
Interest  on  this  trust  comes  to  $10 
per  $1,000.  Because  the  trust  behave 
much  as  if  a  certificate  were  owned- 
that  is,  the  price  rises  as  yields  drojn 
the  trust  would  have  experience 
wide  swings  in  price.  When  interes 
rates  peaked  in  March  1980,  the  pric 
of  a  participation  in  this  unit  trust  fe; 
to  $850  for  $1,000  of  principal.  Thra 
months  later,  as  interest  rat^ 
plunged,  the  price  was  up  to  $1,05] 
Now  that  interest  rates  are  up  again 
the  price  is  $843.  ■ 
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All  of  these  Securities  have  been  sold.  This  announcement  appears  as  a  matter  of  record  only. 


$50,000,000 

Tidewater  Inc. 

7 ¥4%  Convertible  Subordinated  Debentures  Due  2005 

Interest  payable  June  1  and  December  1 

Convertible  into  Common  Stock  on  or  before  December  1, 2005,  unless  previously  redeemed, 
at  a  conversion  price  of  $64V2  a  share,  subject  to  adjustment  in  certain  events. 


MORGAN  STANLEY  &  CO. 

Incorporated 

BL  YTH  EASTMAN  PAINE  WEBBER  MERRILL  L  YNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Incorporated  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

SALOMON  BROTHERS  SHE  ARSON  LOEB  RHOADES  INC. 

BACHEHALSEY STUART  SHIELDS    DILLON.  READ  &  CO.  INC.    DONALDSON,  LUFKIN  &  JENRETTE 
Incorporated  Securities  Corporation 

DREXEL  BURN  HAM  LAMBERT  KIDDER,  PEABOD  Y  &  CO.  LAZARD  FRERES  &  CO. 

incorporated  Incorporated 

L.  E  ROTHSCHILD,  UNTERBERG,  TOWBIN  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 

WERTHEIM  &  CO.,  INC.  DEAN  WITTER  REYNOLDS  INC. 

December,  1980 


Stock  Comment 
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Management  can  'massage''  the  income 
statements,  but' there  is  nothing  they  can  do 
to  the  liabilities  side  of  the  ledger. 

LOOK  AT  THE 
BALANCE  SHEET 


By  Heinz  H.  Biel 


The  bloodbath 
that  the  stock  mar- 
ket has  taken  dashed 
all  hopes  for  the  tra- 
ditional year-end  ral- 
ly. Instead,  we  have 
a  crisis  atmosphere. 
Not  only  is  there  jus- 
tified concern  over 
Poland,  but  we  also 
face  an  acute  danger 
of  a  very  serious  financial  crunch.  It 
is  unfortunate  that  this  is  coming  to 
pass  at  the  time  when  the  outgoing 
Administration  no  longer  has  the 
will  or  the  power  to  deal  with  prob- 
lems of  possibly  vital  importance. 
For  the  next  few  weeks  it  will  only 
be  marking  time,  and  then  it  will 
hand  some  awfully  hot  potatoes  to 
the  new  President. 

The  stock  market  has  come  to  real- 
ize that  even  a  conservative  Republi- 
can cannot  pull  a  rabbit  out  of  a  hat, 
and  the  laurels  it  heaped  upon  Mr. 
Reagan  during  the  post-election  eu- 
phoria may  have  been  greatly  prema- 
ture. When  a  new  management  takes 
over  in  corporate  life,  the  first  thing  it 
usually  does  is  write  off  the  sins  of  the 
past,  clean  up  the  balance  sheet, 
blame  the  predecessor  and  start  anew. 
It  is  quick  surgery,  and  it  works  well  if 
the  new  management  knows  what  it 
is  doing.  But  this  doesn't  apply  to 
public  life.  There  you  have  to  contin- 
ue dealing  with  the  sins  of  the  past. 

At  long  last,  even  the  politicians 
realize  that  inflation  is  a  deadly  dis- 
ease, whose  containment  must  have 
the  highest  priority.  But  how?  Presi- 
dent Ford's  WIN  buttons  and  Presi- 
dent Carter's  price/wage  guidelines 
didn't  do  a  darn  bit  of  good.  Neither 
did  sky-high  interest  rates  slow  down 
the  growth  of  the  money  supply, 
which  is  the  main  root  of  the  evil. 
Turning  off  the  money  spigot  is  more 

Heinz  H.  Biel  is  a  vice  president  of  the  M  SE 
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easily  said  than  done,  especially  as 
we  are  saddled  with  the  unavoidable 
task  of  financing  a  $50  billion  budget 
deficit.  Unless  we  stop  the  pussyfoot- 
ing, and  have  the  courage  to  do  what 
has  to  be  done,  regardless  of  how 
much  it  hurts,  we  will  be  in  deep 
trouble. 

The  outlook  for  the  economy  in 
1981  is  not  good.  When  I  look  at  ana- 
lysts' projections  of  higher  earnings  I 
have  serious  doubts  that  they  are  at- 
tainable. It  is  alarming  to  see  the  debt 
quality  ratings  lowered  for  companies 
like  Sears,  Ford  or  International  Har- 
vester. If  such  action  is  necessary  for 
some  of  our  corporate  giants,  how  se- 
rious will  it  be  for  companies  of  lesser 
stature?  Paying  more  than  20%  to  fi- 
nance inventories  and  receivables  is 
like  having  a  millstone  around  your 
neck.  When  borrowing  money  is  as 
costly,  and  often  difficult,  as  it  is  to- 
day, investors  should  take  a  close  look 
at  the  balance  sheet  before  being 
blinded  by  "glamour."  Management 
and  its  accountants  can  "massage" 
the  income  statements,  but  there  is 
nothing  they  can  do  to  the  liabilities 
side  of  the  balance  sheet.  That  is  for 
real.  I  cannot  emphasize  strongly 
enough  that  it  is  more  vital  than  ever 
to  avoid  companies  that  have  difficul- 
ty financing  their  business,  not  to 
mention  future  growth. 

When  Dart  Industries  and  Kraft 
were  about  to  get  married  a  few 
months  ago,  I  said  (Forbes,  Oct.  13, 
1980]  that  many  Dart  shareholders 
might  not  be  enthusiastic  about  going 
into  the  mundane  cheese  business. 
The  negative  price  performance  of  the 
merged  company's  stock  would  seem 
to  confirm  this  opinion.  At  a  time 
when  the  general  market  advanced 
strongly,  Dart  &  Kraft  sagged  from  46 
to  40.  I  don't  know  whether  the  liqui- 
dation phase  is  completed,  but  at  its 
current  price  this  conservative  stock 
is  very  fairly  priced  in  relation  to  earn- 
ings of  about  $7  a  share,  to  the  $3.20 
dividend  rate  yielding  8%  and  to  its 
book  value  of  over  $42  a  share.  All  it 


needs  is  for  Justin  Dart  to  give  a  Tup 
perware  party  at  his  good  friend's) 
White  House,  with  cheese  souffles  as 
a  special  attraction. 

Kermecott  (25),  which  saw  its  day  ol 
glory  last  February  when  copper  wag 
treated  like  a  precious  metal,  seems 
once  again  bent  on  spending  toe 
much  money  to  preserve  its  indepen 
dence.  Three  years  ago,  when  it  was 
flush  with  cash  from  the  involuntary 
sale  of  Peabody  Coal,  it  got  rid  of  thai 
money  in  a  hurry  by  buying  the  Car 
borundum  Co.  at  an  exorbitant  price 
Nov/,  again  fearing  a  takeover  attempt 
by  Curtiss- Wright,  Kennecott  wants 
to  buy  Curtiss-Wright  at  that  stock's 
highest  price  since  1972  when  the 
Wankel  engine  was  in  vogue.  Thij 
seems  to  be  a  stiff  price  to  pay  foi 
independence,  which  should  be 
earned  not  bought .  Were  it  not  for  the 
possibility  that  someone  may  in  turr 
want  to  buy  Kennecott,  which  basi 
cally  is  a  cheap  stock,  I'd  give  it  ail 
outright  sell  recommendation. 

As  everybody  knows  by  now 
straight  bonds  have  been  a  perfectly 
miserable  investment,  regardless  o 
quality.  The  force  of  rising  interes 
rates  is  driving  prices  down  merciless) 
ly,  and  there  is  nothing  anyone  can  di 
about  it. 

There  are  a  few  exceptions,  howev 
er,  which  have  not  been  widely  use( 
so  far,  but  which  may  become  mucl 
more  popular  in  the  future:  "floating 
rate"  bonds.  In  contrast  to  othe 
bonds,  the  interest  rate  is  flexibl 
rather  than  fixed.  It  is  adjusted  at  cei 
tain  intervals  in  accordance  with  spe 
cific  terms.  My  favorite  in  this  cate 
gory  is  the  high-grade  New  York  Bank 
forSai  ings  floating-rate  note,  due  Dec 
1,  1981,  which  I  suggested  in  this  col 
umn  two  years  ago  tjan  8,  1979). 

This  is  how  it  works:  The  interes 
rate  is  set  quarterly  at  1  'A  %  above  th 
Treasury  bill  rate,  but  it  cannot  be  les 
than  8%.  As  the  T-bill  rate  fluctuate 
widely,  the  interest  rate  on  thesi 
notes  also  fluctuates  like  a  yo-yo.  I 
1980  it  was  as  low  as  9.9%  for  th 
quarter  ended  Nov.  30  and  as  high  i 
14.5%  at  present,  averaging  aboL 
12'/2%  for  the  year,  and  comparin 
well  with  the  return  on  money  fund: 
The  flexibility  feature  protected  thes 
bonds  against  the  disaster  that  beft 
the  bond  market  in  general.  The  cu 
rent  price  is  98 '/a — not  bad. 

Purchase  of  N.Y.  Bank  for  Saving 
notes  is  no  longer  recommended,  bt 
cause  they'll  mature  in  11  month, 
But  keep  your  eyes  open  for  new  i; 
sues,  including  tax-exempts,  wit 
similar  protective  features.  ■ 
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We  came  out  on  the  plus  side  of  the  ledger 
again  and  that  is  probably  more  than  most 
\commodity  traders  can  say. 
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MONEY  &  INVESTMENTS 


A  PROFITABLE 
YEAR— AGAIN 


By  Stanley  W.  Angrist 


Most  commodity 
traders  love,  above 
all  things,  volatile 
markets,  because 
price  movements 
generate  profits. 
And    the    last  six 
months  have  been 
volatile   if  nothing 
else.  Those  traders 
who  use  trend-fol- 
lowing techniques  have  been  bit  time 
and  again  as  an  apparent  trend  would 
begin,  only  to  reverse  and  go  the  other 
way  within  a  week.  So  while  the  mar- 
kets delivered  much  pleasure  in  their 
volatility,  they  delivered  greater  pain 
as  the  trend  followers  had  trouble 
boarding  a  train  that  traveled  any  dis- 
"""ftance  in  one  direction. 

But  your  fearless  adviser  met  these 
^  '"'Ifickle  markets  head  on  and  managed 
taiMtQ  gj-gi,  3  fg^  bucks  from  the  rest  of 
daiK  the  gang  in  the  pits.  At  any  rate  we 
'ill's?  came  out  on  the  plus  side  of  the  ledger 
us  tat  again  and  that  is  probably  more  than 
rite  most  commodity  traders  can  say. 
lueDt  First,  let  me  review  two  recommen- 
thisct  dations  that  I  counted  as  washes  in 
'9^  jmy  last  review  column  of  July  7,  1980. 
inteK  On  June  9  I  suggested  a  long  July/short 
boveil  August  soybean  spread  with  August 
itbflf  Iselling  at  a  9-cent  premium  to  July, 
actiiik  -phg  j-glly  jj^  soybeans  provided  an  op- 
n  tie  portunity  to  get  out  with  both  months 
/oyo.1  jat  least  at  even  money  for  a  gross 
foitl  profit  of  $450  per  spread.  (Note:  Com- 
iliijli  missions  have  been  ignored  in  all 
g  ^  these  calculations;  one  can  subtract 
mpsiii  $75  or  so  per  trade  to  correct  this.) 
;y(gi  fhe  second  trade  I  counted  as  a 
tedtlif  wash  in  my  last  review  was  one  sug- 
latkfi  gested  in  the  June  23  issue  of  long 
Then  October  1980/short  March  1981  sugar, 
with  March  at  least  at  a  120-point 
[Sa'ii  premmm.  One  could  have  entered 
idei'  that  spread  at  least  30  points  better, 


Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
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but  it  would  have  made  no  difference. 
The  bull  market  rally  in  sugar  did 
nothing  to  help,  and  the  spread  quick- 
ly widened  to  exceed  the  35-point  risk 
level  I  had  set,  for  a  loss  of  $392.  Oh, 
the  perverse  ways  of  the  commodity 
markets — here  we  were  in  a  bull 
spread  in  a  strong  market  and  still  the 
spread  didn't  work. 

On  July  211  took  a  look  at  the  belly 
market  and  recommended  buying  Au- 
gust while  selling  February,  with  Feb- 
ruary at  a  1,700-point  premium  to  Au- 
gust. A  few  traders  might  have  gotten 
in  that  high,  but  most  of  you  probably 
got  in  between  1,550  and  1,600 
points.  By  mid- August  it  would  have 
been  easy  to  exit  with  a  500-point 
($1,900)  profit.  It  was  a  sweet  win. 

Ah,  but  victory  in  the  commodity 
markets  is  a  transient  thing.  In  the 
Aug.  4  issue  I  suggested  buying  Octo- 
ber soybean  oil  while  selling  October 
soybean  meal,  with  the  meal  at  a 
$4,700  premium.  In  the  blinking  of  an 
eye  we  were  stopped  out  with  a  loss  of 
$500.  The  spread  actually  went  out 
another  $2,000,  so  those  who  exited 
early  were  indeed  smart.  This  exam- 
ple points  up  the  wisdom  of  not  wait- 
ing for  the  market  to  bail  you  out 
tomorrow — chances  are  it  won't. 

We  were  bit  again  on  what  I  consid- 
ered a  money-in-the-bank  spread  of 
long  November/short  January  lumber 
that  I  suggested  in  the  Sept.  1  issue. 
Alas,  it  was  somebody  else's  bank. 
The  $500  loss  came  very  quickly. 

On  Sept.  29  I  took  a  look  at  wheat 
and  became  a  reluctant  bull.  It  indeed 
rallied  for  at  least  30  cents  ($1,500). 
But  in  the  same  column  I  recom- 
mended a  long  Kansas  City/short  Chi- 
cago wheat  spread  that  did  not 
work — indeed  it  cost  spread  traders 
$500.  This  is  a  good  example  of  the 
case  where  a  spread  trade  was  riskier 
than  an  outright  long  position. 

Oct.  13  I  discussed  gold  but  made 
no  recommendation  for  futures  trad- 
ers. Ln  the  next  issue  I  took  a  look  at 
books  that  discuss  technical  trading 
methods  in  the  commodity  markets 


but  again  made  no  recommendations. 

The  next  column  in  which  I  made  a 
recommendation  was  Nov.  10.  I  sug- 
gested a  sale  of  February  bellies  above 
66  cents  with  a  risk  limit  of  6  cents. 
By  the  time  most  readers  would  have 
received  their  magazine  the  market 
would  have  allowed  a  sale  of  at  least 
71  cents.  If  you  then  used  a  6-cent 
stop  above  the  entry  point,  you  could 
have  stayed  with  the  trade  for  a  mini- 
mum 3-cent  profit  ($1,140).  In  the 
same  column  I  recommended  a  bear 
trade  in  bellies,  but  insofar  as  I  can  tell 
it  would  have  been  impossible  to  en- 
ter the  trade  at  the  suggested  level. 

On  Nov.  24  I  revisited  the  wheat 
markets,  once  again  recommending  a 
long  Kansas  City/short  Chicago 
March  wheat  spread.  The  spread 
could  have  been  entered  at  26-cent 
premium  Chicago,  and  has  now  nar- 
rowed 6  cents  ($300  per  spread)  and 
reniains  open.  I  think  it  could  narrow 
another  10  cents.  However,  the  long 
March/short  May  Kansas  City  wheat 
spread  recommended  at  8-cents-pre- 
mium  May  quickly  moved  out  to  the 
recommended  bail-out  point,  and 
traders  sustained  a  $200  loss. 

The  potato  market  has  been  vola- 
tile, but  traders  who  purchased  under 
16  cents  per  pound  should  be  holding 
an  open  profit  (at  this  writing)  of 
about  $250.  The  stop-loss  point  on 
this  trade  is  at  13.50  cents,  and  I  be- 
lieve that  spuds  will  ultimately  reach 
18  cents  or  more. 

In  the  last  issue  of  the  year  I  took  a 
look  at  March  copper  and  suggested 
buying  it  under  98  cents.  By  the  time 
traders  received  their  magazines,  cop- 
per could  have  been  bought  under  92 
cents.  I  would  still  risk  6  cents  on  the 
trade  from  the  entry  point,  and  right 
now  I  am  assuming  that  traders  are 
holding  a  $250  loss  on  the  open  posi- 
tion. The  spread  trade  of  long  March/ 
short  July  is  about  even. 

Where  does  that  leave  us?  Well,  by 
my  reckoning,  there  were  14  trade 
recommendations.  One  could  not  be 
entered  (July/May  bellies)  and  one  is 
even  (March/July  copper),  which 
leaves  12  trades  to  assess.  Counting 
both  open  and  closed  positions,  six  of 
them  have  shown  a  profit  of  $5,540, 
while  the  six  losers  show  a  loss  of 
$2,342,  for  a  net  gain  of  $3,198  before 
commissions.  The  average  profit  was 
$923,  while  the  average  loss  was  $390. 
The  results  could  certainly  have  been 
better,  but  given  the  crosscurrents  of 
domestic  and  international  events  af- 
fecting the  markets  in  the  last  six 
months,  I  believe  that  the  record  is 
respectable.  ■ 
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Diamond 

International 


99th  CONSECUTIVE 
YEAR  OF  DIVIDENDS* 

The  Board  of  Directors  of  the  Diamond  Interna- 
tional Corporation  on  Dec.  4,  1980,  declared  a 
quarterly  dividend  of  55c  per  share  on  the  Com- 
mon Stock  and  30c  per  share  on  the  Series  A 
Preferred  Stock,  both  payable  Feb.  2,  1981,  to 
shareholders  of  record  Jan.  5, 1981. 


"Common  Stock 


GEORGE  PASCALE 
Wee  President-Secretary 


Forest  Products  •  Packaging  &  Printing  •  Pulp  & 
Paper  •  Consumer  Products  •  Building  Materials 
&  Home  Supplies  •  Machinery  Systems 


Hdp  Fight 


StockTrends 


At  least  five  major  reasons  have  caused  the 
market  to  go  up  when  conventional  wis- 
dom would  suggest  just  the  opposite. 

THE  MARKET  917 
ECONOMISTS  0 


By  Ann  C.  Brown 


National  Multiple  Sclerosis  Society 


Except  for  isolated 
incidents  of  great 
individual  effort,  the 
nation's  economists 
as  a  team  in  1980 
made  the  hapless 
New  Orleans  Saints 
look  positively  bril- 
liant. First,  the 
economists  decided 
there  w^ould  be  a  re- 
cession, then  they  decided  there 
wouldn't  be  one,  and  now  they're  un- 
sure whether  there  was  one  or  not. 
Almost  to  a  man — or  woman — they 
confidently  predicted  lower  interest 
rates  by  the  end  of  the  year.  However, 
as  this  is  written,  the  prime  rate  is 
back  to  20%.  The  inflation  rate  was 
forecast  to  fall — which  it  didn't — the 
budget  deficit  was  estimated  to  be 
lower  than  it  really  was  and  the  mer- 
chandise balance-of-payments  projec- 
tions were  wide  of  the  mark.  Unem- 
ployment figures  were  supposed  to 
rise  sharply  then  decline.  Instead, 
they  remained  uncomfortably  high 
but  flat,  as  business  hoarded  labor. 

Meanwhile,  after  recovering  from 
the  initial  February-March  interest- 
rate  and  credit-control  shock,  inves- 
tors were  doing  their  own  thing  and 
drove  all  the  stock  indices  (except  the 
dowdy  Dow)  to  new  highs.  Small  for- 
tunes were  made  along  the  way  in 
today's  stocks  (computers;  oil;  gas 
and  related  services;  telecommunica- 
tions; natural  resources),  while  the 
stocks  of  yesteryear  (autos;  chemi- 
cals; large  manufacturing  companies) 
were  reeling  under  the  blows  of  heavy 
government  regulation,  increased  for- 
eign competition,  militant  labor  prob- 
lems and  the  like. 

The  truth  of  the  matter  is  that  the 
world  has  changed  and  most  econo- 
mists have  failed  to  factor  into  their 

Ann  C.  Brown  is  executive  vice  president  of  the 
New  York  investment  firm  of  Melhado,  Flynn  & 
Associates. 


econometric  models  such  things  as 
the  strength  of  the  "underground" 
economy,  the  emergence  of  the  credit 
card  mentality  and  the  unprecedented 
leaps  in  wage  settlements  and  raw 
materials  costs.  Obsolete  thoughts  in, 
obsolete  conclusions  out.  I  am  grateful 
that  the  good  Lord  saw  fit  to  give  me  a 
very  simple,  realistic  and  highly  flexi- 
ble mind.  If  I  had  known  more, 
chances  are  I  could  have  gotten  myself 
and  my  clients  into  a  lot  of  trouble. 

There  are  at  least  five  major  reasons 
and  a  slew  of  minor  ones  that  have 
caused  the  stock  market  to  go  up  and 
stay  up  (relatively  speaking)  when 
conventional  wisdom  would  suggest 
just  the  opposite.  First,  there  has  been 
a  steady  and  relentless  move  by  both 
institutional  and  individual  investors 
out  of  bonds  (especially  long-term 
ones)  into  equities  as  inflation  in- 
creasingly appears  to  be  a  problem 
that  won't  go  away — not  under  Mr. 
Carter,  and  not  likely  under  Presi- 
dent-elect Reagan  for  all  his  high 
hopes.  Indexation  and  cost-of-living 
adjustments  have  become  a  way  of 
life  and  have  locked  in  an  underlying 
inflation  rate.  So  have  farmland  set- 
asides,  supplementary  unemployment 
benefits,  salary  protection  from  for- 
eign imports  and  numerous  other  pri- 
vate and  government  income  mainte- 
nance devices.  Try  to  quickly  disman- 
tle these  something-for-nothing 
policies,  and  the  whole  country  could 
shortly  become  one  big  Watts. 

Second,  corporations  are  learning  to 
live  witli  persistently  high  inflation, 
and  have  made  or  are  making  strides 
when  it  comes  to  a  more  realistic 
approach  to  depreciation  and  pricing, 
so  that  reported  earnings  are  more 
reflective  of  actual  earnings  and  not  a 
partial  return  of  capital,  as  they  have 
been  in  many  cases  in  the  recent  past. 
This  has  resulted  in  an  improvement 
in  stock  multiples,  which  had  lan- 
guished during  the  years  of  transition- 
al accounting. 

Third,  investors  have  not  over- 
looked the  probability  of  lower  corpo- 
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rate  taxes,  lower  capital  gains  taxes 
and,  wishfully,  the  elimination  of  the 
double  taxation  on  dividends,  propos- 
als that  were  hinted  at  in  the  waning 
days  of  the  last  Congress.  With  the 
Republicans  soon  to  take  charge,  the 
odds  of  these  cuts  coming  true  have 
increased,  and  many  stock  owners 
with  big  paper  profits  are  holding  on, 
awaiting  further  developments. 

Fourth,  the  prospects  of  a  more  con- 
servative Administration  trying  to  re- 
duce inflation  has  caused  the  dollar  to 
strengthen  on  world  markets.  Money 
has  been  pouring  in  from  foreign 
sources,  which  now  stand  to  get  a 
"double  bang  from  their  bucks"  when 
they  invest  in  U.S.  securities. 

Fifth,  with  the  exception  of  a  few 
industries,  most  corporations,  part- 
nerships and  privately  owned  compa- 
nies enjoyed  a  good  year.  Now  that 
almost  everyone  has  some  form  of 
deferred  compensation  vehicle — 
Keogh  plan.  Individual  Retirement 
Account  or  pension  and  profit-sharing 
plan — billions  have  been  rolling  in  to 
money  managers,  who  have  had  to 
put  these  funds  to  good  use  some- 
where. And  one  of  these  somewheres 
has  been  the  stock  market. 

Among  the  lesser  reasons  why  the 
stock  market  has  shown  and  contin- 
ues to  show  strength  in  the  face  of 
wars,  threats  of  wars  and  soaring  in- 
terest rates  are  the  following:  First, 
the  high  cost  of  money  has  made  the 
sale  of  real  estate  and  other  tangibles 
considerably  more  difficult.  Painfully, 
owners  of  personal  property  are  learn- 
ing the  lesson  of  illiquidity  and  the 
resultant  high  transaction  costs.  The 
stock  market,  though  considerably 
more  volatile  now  than  in  the  past,  is 
still  relatively  liquid  and  the  transac- 
tion costs  are  still  relatively  low. 

Second,  the  doors  to  tax  shelters  are 
closing  one  by  one  so  that  there  has 
been  additional  money  available  for 
investing  in  stocks  flowing  in  from 
this  risk-oriented  source. 

Third,  with  the  advent  of  options 
trading  and  its  gradual  expansion,  a 
whole  new  group  of  people  are  now 
able  to  "play  the  stock  market"  for 
relatively  modest  sums  of  money.  Fi- 
nally, the  growing  popularity  of  cable 
TV,  with  its  stock  market  channel, 
and  home  computers,  with  their  ac- 
cess to  stock  data  banks,  have  made  it 
easier  for  investors  to  follow  their 
holdings.  Once  you  can  "keep  up"  you 
tend  to  keep  interested. 

Taken  as  a  package,  these  forces 
present  a  formidable  case  for  a  con- 
tinuing bull  market.  If  I  were  an 
economist,  I'd  buy.  ■ 


Gompaie  yields: 

'   ^^^^  Call  free  1-800-638-5660* 

A  savings  accountf  is  certainly 
dependable  for  everyday  emergencies. 
But  in  these  times  of  spiraling  infla- 
tion, it's  also  important  to  seek  maxi- 
mum return  on  your  money.  In  addition 
to  high  current  yields,  the  Rov^e  Rice 
Prime  Reserve  Fund  offers  these  attrac- 
tive advantages: 

□  Mmimiun  initial  investment,  just 
$1,000  (as  little  as  $100  thereafter). 
□  Immediate  liquidity  with  no  with- 
drav^^al  penalty. 

□  ToU-Free  telephone  reden^tion/ 
transfer. 

□  Free  check  writing. 

□  No-Load.  No  sales  charge  or  redemption 
penalty. 


•In  Baltimore  547-2308.  Elsewhere  in  Md.— 1-  800-492-1976. 


Rowe  Price  Prime  Reserve  Fund,  Inc. 

100  E.  Pratt  St.  Baltimore,  Maryland  21202 


A  6 


Name  

Address, 
City  


.  State- 


Zip. 


For  more  complete  information,  including  management  fee  and  other  charges  and  expenses, 
obtain  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 
fYour  investment  in  a  savings  account  is  insured  by  a  government  agency  while  Fund  shares 
are  subject  to  market  fluctuations.  However,  your  savings  account  investment  is  limited  to  a 
fixed  return. 
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BmiD  ASSETS 
lASTER  WITH  FDIT'S 
HIGH  YIELD  AND  s 
AN  IMPORTANT 
PUIS. 


Fidelity  now  offers  you  a  way  to  defer 
current  taxes*  on  FDIT's  high  current  money 
market  yields.  This  plan  is  called  Fidelity 
INCOME  PLUS.  It  can  speed  up  the  accumu- 
lation of  assets  for  retirement  or  other  long- 
term  goals . 

You  still  enjoy  the  benefits  of  stability  of 
principal  and  high  daily  income.  Plus  you 
defer  taxes  on  income  until  you  draw  it  out. 

For  more  information  on  FDITand 
Fidelity  INCOME  PLUS,  call  Fidelity  today. 


Fidelity  INCOME  PLUS  has  been  filed  in  most  states,  but  may  not  yet  be 
available  in  all  states  where  filed. 

'  The  Internal  Revenue  Service  has  recently  issued  a  revenue  ruling 
which  questions  the  tax  deferred  status  of  variable  annuities  funded  by 
savings  and  loan  accounts.  Fidelity  INCOME  PLUS  has  received  an  opin- 
ion of  tax  counsel  that  this  ruling  does  not  affect  the  tax  status  of  Fidelity 
INCOME  PLUS. 

Fidelity  INCOME  PLUS  is  the  Fidehty  Variable  Annuity  Account,  a  sep- 
arate account  of  Pacific  Life  Fidelity  Insurance  Company. 


inDEUlY 

IBKOMEFIU 


(The  Fidelity  VariaMe  Annuity  Account) 

P.O.  Box  832.  Dept.  JB  OIO.SSI 

82  Devonshire  St..  Boston.  Mass.  02103 

For  more  complete  information,  includ- 
ing fees  and  expenses,  please  write  or 
call  for  the  prospectuses.  Read  them  care- 
fully before  you  invest  or  send  money. 


Rdelity 'Over  $9  billion  of  assets  under 
Group  management. 
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Without  realizing  it,  millions  of  investors 
have  been  buying  financial  futures  instead 
of  stocks  in  recent  months. 

PEERING  OVER 
THE  PEAK 


MONET  &  INVHSTMENTS 


By  Srully  Blotnick 


"Rates  will  come 
down  soon,  says  a 
46-year-old  lawyer." 

"I  don't  know 
where  the  peak  is," 
comments  a  56- 
year-old  plant  man- 
ager, "but  I  know 
we're  near  it." 

Interest  rates 
have  been  on  the 
minds  of  investors  as  never  before. 
The  people  in  my  sample  talk  fre- 
quently about  the  Fed  and  the  money 
supply.  Everybody's  an  expert.  Many 
hours  are  spent  second-guessing  the 
Fed's  every  move.  It's  only  natural: 
The  huge  quantity  of  media  space,  as 
well  as  dinner  and  cocktail-party  chat- 
ter, presently  being  devoted  to  the 
subject  of  the  Federal  Reserve  is  a 
result  of  intense  concern  among  in- 
vestors about  interest  rates. 

If  the  prime  were  at  4%,  an  indiffer- 
ence would  surface.  More  people 
would  then  be  familiar  with,  say,  Or- 
ville  Redenbacher  and  his  popcorn 
than  with  Paul  Volcker  and  his  cigars. 

The  focus  on  interest  rates  has 
reached  monomaniacal  proportions. 
Although  as  recently  as  the  spring  of 
1977  only  28%  of  investors  were  con- 
vinced that  "interest  rates  hold  the 
key  to  the  stock  market's  future  direc- 
tion," now  over  92%  are.  Not  only  is 
that  a  record  (the  highest  previous 
reading  was  79%  in  March  1980, 
when  the  prime  was  nearing  20%),  it 
has  important  implications  for  the 
way  investors  are  likely  to  behave  in 
the  first  few  months  of  1981. 

Specifically,  more  than  three- 
fourths  of  the  investors  I  survey  be- 
lieve in  the  following  scenario:  Once 
interest  rates  peak  and  start  to  de- 
cline, they  will  fall  every  bit  as  sharply 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psycholog>'  of  Successful 
Investing. 


as  they  did  this  spring.  High-income 
investors  (median  annual  eamings: 
$93,000)  are  nearly  100%  convinced 
that  this  will  occur. 

Are  you  of  the  same  opinion?  If  so, 
stop  for  a  moment  and  consider  the 
basis  for  your  belief. 

Both  for  practical  reasons  ("that's 
what  happened  before")  and  theoreti- 
cal ones  as  well  ("it  makes  perfect 
sense  to  me"),  investors  are  expecting 
the  next  decline  in  interest  rates  to 
match  the  speed  of  the  one  before  it. 

As  a  result  of  that  belief,  investors 
have  been  making  decisions.  As  one 
put  it,  speaking  for  the  majority: 
"Yes,  high  rates  worry  me,  but  I  have 
to  start  planning  now  for  what  to  do 
once  they  turn  the  corner." 

A  few  months  ago  we  heard  often 
about  people  purchasing  stocks  during 
a  recession  because  they  were  "look- 
ing over  the  trough."  They  knew  a  dip 
was  coming,  but  they  could  anticipate 
an  early  end  to  the  dip.  They  could  see 
the  other  side  of  the  canyon. 

Now  they're  doing  something  simi- 
lar, only  this  time  they're  "peering 
over  the  peak."  That's  harder  than 
many  of  them  would  have  you  be- 
lieve. When  they  looked  across  the 
valley  caused  by  the  economy  con- 
tracting temporarily,  they  thought 
they  saw  a  vigorous  rebound. 

Many  (some  54%)  have  revised 
their  outlook  and  are  anticipating  the 
strong  possibility  that  we'll  have  an 
extended  period  of  slow  or  no  growth 
in  the  foreseeable  future.  However, 
almost  none  is  in  doubt  about  what  to 
expect  where  interest  rates  are  con- 
cerned: A  plunge  is  inevitable. 

Perhaps  the  outcome  they're  ex- 
pecting will  indeed  be  the  one  we'll 
see.  Rates  might  nosedive.  But  if  they 
don't ,  the  number  of  disappointed  in- 
vestors will  be  very  large.  And  of  even 
greater  significance,  their  degree  of 
disappointment  will  be  sizable. 

In  sum,  if  interest  rates  simply  keep 
rising,  say  to  25%  or  even  30%,  every- 
one is  well  aware  that  serious  trouble 
will  develop  for  the  nation,  with  en- 


tire industries  closing  down.  But  what 
if  interest  rates  simply  climb  to  20%- 
plus  and  stay  elevated?  If  they  remain 
high  or  come  down  slowly,  the  stock 
market  could  be  in  for  a  major  sinking 
spell.  Keep  in  mind  that  an  enormous 
amount  of  stock  was  bought  as  rates 
rose.  Why?  The  justification  given  for 
the  purchases  by  one  investor  ex- 
presses the  view  of  the  rest:  "There's 
going  to  be  a  waterfall  effect,  with 
rates  coming  down  as  fast  as  they  did 
last  time — and  maybe  faster." 

The  current  environment  is  very 
much  like  the  one  that  confronts  play- 
ers who  like  shorting  stocks,  eithei 
directly  or  through  buying  puts.  The 
synchronous  rise  of  interest  rates  and 
the  market  in  recent  months — an  un- 
expected and  unusual  event — repre- 
sents millions  of  investors  unwit- 
tingly shorting  interest  rates.  The> 
weren't  playing  the  market;  the> 
were  buying  financial  futures. 

One  picture  carried  in  the  minds  o 
a  majority  of  investors  makes  the 
prospects  of  shorting  either  stocks  o 
interest  rates  enticing.  It  is  this 
Stocks,  say,  usually  take  a  prolongec 
period  of  time  to  rise  from  the  $20  tc 
the  $40  level.  Months  or  even  year 
may  be  consumed  by  the  process 
However,  the  entire  rise  can  be  re 
versed  in  a  matter  of  weeks  or  evei 
days.  The  pullback  typically  occurs  fa 
more  quickly  than  the  original  in 
crease  did.  The  picture  investors  hav 
in  their  minds  then  is  of  a  right  trian 
gle,  lying  on  its  side. 

Granted  it's  a  very  appealing  pic 
ture.  Why  wait  seemingly  forever  fo 
stocks  or  interest  rates  to  attain  the 
maximum  height?  You  can  cash  ii 
overnight  instead,  by  riding  then 
down  the  elevator  shaft  when  the 
finally  fall.  Statistically  speaking 
more  than  60%  of  the  investors  in  m 
sample  report  that  they  would  nc 
bother  playing  the  short  side  if  stock 
generally  fell  slowly.  Long-term  short 
aren't  for  them.  They  want  to  make  i 
big — and  fast.  Without  realizing  i 
they've  been  trying  to  do  the  sam 
with  interest  rates,  through  the 
recent  stock  purchases. 

The  upshot,  then,  is  this:  Eithe 
we'll  have  one  outcome  or  the  othe 
but  not  both.  Either  interest  rates  wi 
in  fact  plunge  and  the  market  wi 
take  off  (as  investors  are  hoping),  c 
interest  rates  will  stick  at  a  high  levi 
and  investors,  upset  at  this  unexpec 
ed  outcome,  will  be  very  disappoin 
ed.  The  latter  is  a  distinct  possibilit 
and  means  that  the  market  remain 
shaky,  despite  the  recent  sharp  d| 
cline  in  stock  prices.  ■ 


306 


FORBES,  JANUARY  5,  1 


15 


Observations 


e 

iii 

is  latei 

iven 
tor  ex] 
There' 
t,  will 
kydii 


This  year  we  are  in  for  a  whopper  of  a 
financial  suppression,  and  one  that  is  be- 
ginning only  months  after  the  last  one. 


MONEY  &  INVESTMENTS 


BRACE  FOR 
COLLISION! 


By  Ashby  Bladen 
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In  my  Nov.  24  col- 
umn I  said  that  in- 
flation and  the  eco- 
nomic expansion 
are  on  a  collision 
course.  By  now  it 
appears  that  the 
collision  is  immi- 
nent. The  cyclical 
downturns  of  the 
American  economy 
are  becoming  steadily  less  a  matter 
of  inventory  recessions  and  more  a 
matter  of  financial  suppressions. 
Nowadays  they  are  caused  mainly  by 
soaring  interest  rates  that  reduce  the 
availability  of  credit  by  precipitating 
large  withdrawals  of  funds  from  fi- 
nancial institutions.  This  year  we 
are  in  for  a  whopper  of  a  financial 
suppression,  and  one  that  is  begin- 
ning only  months  after  the  last  one 
ended.  All  the  necessary  conditions 
for  a  collision  are  in  place  by  now; 
and  the  ship  is  already  too  close  to 
the  rocks  to  be  steered  off  by  politi- 
cal policy. 

Let  us  review  those  conditions  one 
by  one.  First,  deep-seated  and  world- 
wide trends  in  food  and  fuel  prices 
virtually  guarantee  double-digit  infla- 
tion for  much  or  all  of  1981 — more 
or  less  regardless  of  what  happens 
from  now  on.  Second,  our  federal 
government's  budget  is  in  substan- 
tial deficit;  and  the  deficit  is  far 
more  likely  to  grow  than  to  shrink  in 
the  months  ahead  because  President 
Reagan  is  virtually  certain  to  get 
both  the  increase  in  military  spend- 
mg  and  at  least  the  first  of  the  in- 
come tax  cuts  that  he  wants.  The 
prospects  for  an  adequately  offsetting 
reduction  in  nondefense  spending 
during  this  calendar  year  are  virtually 
nonexistent.  So  in  the  short  run  the 


W)/7v  Bladen  is  senior  vice  president-invest- 
ments for  the  Guardian  Life  Insurance  Co.  of 
\nierica,  and  author  of  How  to  Cope  with  the 
Developing  Financial  Crisis. 


only  available  weapon  for  fjghting 
inflation  is,  once  again.  Federal  Re- 
serve policy. 

Third,  the  American  financial  sys- 
tem is  in  poor  condition  to  cope  with 
a  renewed  credit  crunch  and  another 
bout  with  new  record  highs  in  inter- 
est rates.  The  inflation  has  now  got- 
ten so  bad  that  during  the  1980  reces- 
sion interest  rates  did  not  fall  far 
enough,  or  stay  down  long  enough,  to 
permit  financial  institutions  to  re- 
fund their  short-term  liabilities  at 
long  term.  That  was  the  first  reces- 
sion in  which  a  substantial  refunding 
of  liquid  liabilities  was  not  accom- 
plished. Consequently  our  financial 
system  as  a  whole  went  into  the 
autumn  expansion  with  an  unprece- 
dentedly  large  part  of  its  liabilities  in 
the  form  of  volatile  and  interest- 
sensitive  claims. 

However,  different  kinds  of  finan- 
cial institutions  face  different  prob- 
lems. Now  that  Regulation  Q  is  being 
phased  out,  the  commercial  banks  are 
learning  to  insulate  themselves  from 
soaring  interest  rates  by  making 
mostly  variable-rate  loans,  whose 
yields  float  with  the  market.  That 
way  they  can  earn  enough  to  be  able 
to  pay  a  competitive  return  on  their 
liabilities.  Thus,  even  when  interest 
rates  go  through  the  roof  their  cus- 
tomers have  no  incentive  to  with- 
draw their  deposits  in  order  to  buy 
financial  instruments  directly  from 
the  market. 

By  contrast,  most  thrift  institu- 
tions— savings  banks  and  savings 
and  loan  associations — are  not  yet 
able  to  insulate  themselves  in  a 
similar  manner.  The  bulk  of  their 
assets  are  long-term,  fixed-interest- 
rate  mortgages;  and  when  market 
rates  of  interest  take  off,  the  yield 
on  their  portfolios  can  rise  only  as 
fast  as  the  mortgages  are  repaid  and 
the  funds  are  reinvested.  At  the  cur- 
rent level  of  interest  rates  many  of 
their  customers  do  have  an  incen- 
tive to  withdraw  their  funds  and 
reinvest  in  marketable  financial  in 


struments.  By  now  50%  of  the  lia- 
bilities of  the  thrift  industry  are  in- 
terest-sensitive certificates  of  depos- 
it, and  when  they  mature  many 
thrift  institutions  will  simply  be  un- 
able to  offer  a  competitive  return  in 
order  to  induce  their  owners  to  roll 
them  over.  Finally,  the  life  insur- 
ance companies  are  bound  to  experi- 
ence substantial  withdrawals  in  the 
near  future.  These  two  industries, 
thrift  institutions  and  life  insurance 
companies,  are  likely  to  bear  the 
brunt  of  the  crunch  of  1981. 

Some  of  the  consequences  of  the 
crunch  are  already  foreseeable.  First, 
it  is  traditional  for  housing  construc- 
tion to  rise  in  recessions  when  inter- 
est rates  decline,  and  to  fall  off  again 
when  rates  go  up  during  expansions. 
In  the  1980  recession  the  traditional 
recovery  of  new-house  sales  lasted 
just  three  months. 

A  more  ominous  consequence  is 
that  the  traditional  makers  of  mort- 
gage loans  have  come  to  realize  that 
during  an  endemic  and  accelerating 
inflation  there  is  no  way  of  telling 
how  high  interest  rates  may  go,  or 
how  much  disintermediation  they 
may  precipitate.  So,  it  is  now  obvi- 
ous that  borrowing  short  and  lend- 
ing long  on  mortgages  has  become 
an  excessively  risky  thing  to  do. 
This  winter  the  traditional  long- 
term,  fixed-interest-rate  mortgage  is 
dying  out,  and  what  will  take  its 
place  remains  to  be  seen.  Ingenious 
ideas  like  variable-rate  mortgages 
and  shared-appreciation  mortgages 
have  been  developed,  but  their 
long-run  feasibility  has  yet  to  be 
demonstrated. 

Question:  Can  we  continue  to 
have  a  bull  market  in  houses  in  the 
absence  of  a  viable  means  of  financ- 
ing it?  I  do  not  believe  so.  So  far, 
would-be  sellers  still  have  faith  that 
the  trend  of  house  prices  is  up,  so 
they  are  still  holding  out  for  top 
dollar.  But  sootier  or  later  someone 
will  have  to  sell,  and  then  the  prices 
will  crash. 

Finally,  this  year's  financial  colli- 
sion catches  the  American  auto- 
mobile industry  at  a  decidedly  awk- 
ward juncture.  It  needs  an  enormous 
amount  of  new  capital  to  finance  the 
transition  to  small,  fuel-efficient 
cars,  but  last  year  the  industry  ran  at 
a  huge  loss,  and  the  current  trend  of 
sales  does  not  augur  well  for  this 
year.  In  my  business  you  quickly 
learn  that  the  first  loss  is  usually  the 
best  loss,  and  perhaps  the  American 
taxpayers  should  draw  the  same  con- 
clusion about  Chrysler.  ■ 
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Located  in  the  exotic  Fiji  Islands,  Laucala 
(■pronounced  Lauthala  in  Fijian )  is  a  4.7 
square-mile  island  resort  that  offers  a  few 
discerning  sport  fishermen  and  women 
the  vacation  opportunity  of  a  lifetime. 
Guests  of  Forbes  Magazine's  Fiji  Forbes 
island  plantation  will  enjoy  Laucala's 
beautiful  white  beaches,  cr>  stal-clear 
waters  protected  by  coral  reefs  teeming 
•with  exquisite  tropical  fish,  and  the  wide 
range  of  sporting  attractions  available  on 
this  lush  private  island. 
Sport  Fishing 

From  Laucala's  well-equipped  deep  sea 
boats,  fish  for  the  big  ones-Black  Pacific 
Sailfish,  Black  .Marlin,  Jack  FLsh,  Barred 
Mackerel,  Shark  and  feisty  Barracuda,  in 
what  are  virtually  virgin  fishing  waters. 
Be  one  of  the  first  to  cast  your  line  for 
these  trophies  in  a  new  area  of  the  world. 
Personal  Luxury 
With  its  exclusive  privacy  and  modern 
facilities,  Laucala  combines  the  best  of  all 
worlds.  Enjoy  all  the  natural  attributes  of 
this  tropical  paradise  without  the  intru- 
sion of  the  normal  tourist  routine.  A  per- 
fect place  for  sport  fishing  and  vacation- 
ing in  a  world  of  your  own  ...  a  real  "Bali 
Hai"  for  those  who  want  and  can  afford 
the  best. 

Prices  start  at  $2^00  per  person  for  up 
to  seven  days  of  sport  fishing,  including 
deep  sea  boats,  captain,  crew,  and  all 
equipment.  Additional  $100  per  diem  per 
person  charge  for  luxury  accommoda- 
tions and  amenities.  For  full  details  on 
accommodations,  rates,  transportation, 
etc.,  plus  full-color  brochure,  writ 


Noel  Douglas 

Forbes  Magazine,  60  Fifth  Avenue 
New  York,  NY  10011 
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If  you  have  the  guts  to  buy  when  the  market 
is  panicky,  ifs  hard  to  lose  long  term. 

RIDE  THE  TIDE, 
DON'T  BUCK  IT 


By  John  Train 


State. 


.  Zip . 


In  Julius  Caesar  Bru- 
tus says:  "There  is  a 
^  jF\  ^I'^c  ill  affairs  of 
men,  which,  taken 
at  the  flood,  leads  on 
to  fortune." 

That  is  cenainly 
true  of  investing. 
Rather  than  buck 
the  tide,  set  sail 
when  conditions  are 
propitious.  The  careful  investor 
should  consider  at  least  five  different 
components  of  the  stock  market  tide 
in  evaluating  the  position:  11  the 
country;  2)  the  20-year  cycle;  31  the  4- 
year  cycle;  41  the  industry;  and  51  the 
particular  company.  Here  is  a  little 
discussion  of  each; 

The  country  :  It's  too  much  trouble 
trying  to  make  money  in,  for  in- 
stance, the  Bombay  stock  market. 
Rather,  stick  to  places  that  are  mili- 
tarily safe,  and  friendly  to  business 
and  private  investment.  Some  exam- 
ples besides  the  U.S.  might  be  Japan, 
Australia,  Singapore  and  some  sectors 
of  South  Africa. 

These  conditions  flow  from  the  vig- 
or of  the  people.  If  they  are  virtuous, 
hard-working,  well-educated,  realistic 
and  patriotic,  things  should  go  well.  If 
they  are  decadent,  the  situation  will 
probably  break  down  as  parasites  start 
to  get  stronger — excessive  govern- 
ment, crime  and  so  on. 

The  military  security  of  a  country  is 
crucial.  In  this,  the  U.S.  is  better  off 
than  anywhere  else,  because  of  its  sit- 
uation as  a  huge  island,  nearly  impos- 
sible to  invade. 

In  general,  though,  there  are  few 
good  countries  for  investment  today. 
Some  of  the  more  interesting  are  in 
the  Pacific  basin. 
The  20-year  cycle:  I  am  not  con- 

John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  the  author  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 


vinced  of  the  50-year  Kondratieff  cy- 
cle, but  the  existence  of  a  20-year  cy- 
cle is  hard  to  deny.  I  think  it  is  based 
on  how  long  it  takes  for  an  institu- 
tional orthodoxy  to  become  self-de- 
feating. The  powerful  onginal  think- 
ers who  give  their  names  to  a  whole 
approach  to  investment — Ben  Gra- 
ham, T.  Rowe  Price  or  whoever — of- 
ten come  along  after  years  of  some 
orthodoxy  have  left  everybody  crowd- 
ed into  one  investment  lifeboat.  Thus, 
"everybody"  was  in  stocks  in  1929 
when  the  crash  began;  in  bonds  m 
1949  when  the  great  postwar  bull 
market  began;  in  stocks  again  m 
1969,  particularly  growth  stocks, 
when  there  were  no  bargains  left  in 
stocks,  least  of  all  in  growth  stocks.  I 
suggest  that  we  should  now  look  for- 
ward to  a  secularly  favorable  time  for 
stocks,  particularly  the  growth  issues. 

The  4-year  cycle:  Since  1949,  each 
defending  President  has  pumped 
monetary  oxygen  into  the  economy  a: 
election  time  to  produce  a  rosy  glow 
on  the  face  of  the  electorate  as  it  en- 
ters the  voting  booth.  The  year  after, 
the  incoming  President — often  the 
same  man — armounces  with  loud  hor- 
ror that  he  has  suddenly  discovered 
this  sinister  condition,  and  sets  about 
detoxifying  the  economy  with  a  stem 
dose  of  credit  restraint. 

Since  the  stock  market  is  highlv 
sensitive  to  interest  rates,  it  falls,  thus 
coiling  the  spring  for  a  new  bull  mar- 
ket later  on.  Then  the  process  repeats. 
There's  been  no  exception  to  this  cy- 
cle in  30  years,  although  the  exact 
moment  of  the  bull  market  top  moves 
back  and  forth.  Sometimes  it  comes 
around  inauguration  time,  sometimes 
as  late  as  the  end  of  the  inaugural 
year;  almost  always,  however,  in  the 
midst  of  general  optimism.  The  mar- 
ket feels  better  after  the  President  is 
chosen,  whoever  he  is.  And,  of  course, 
the  incoming  President's  first  con- 
cern is  to  build  bridges  to  his  former 
opponents,  now  that  he's  President  of 
all  the  people.  Briefly,  concord  reigns. 
This  often  builds  the  optimism  that^ 
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surrounds  the  market  top.  Perhaps 
that's  where  we  are  right  now. 

The  industty  :  No  one  has  said  it  bet- 
ter than  T.  Rowe  Price:  Seek  the  fertile 
fields  for  growth.  That's  the  equity- 
buyer's  equivalent  of  the  old  real  es- 
tate saw  about  the  three  secrets  of 
success:  "location,  location  and  loca- 
tion." The  hard  way  to  make  money 
is  to  buy  property  in  a  run-down  and 
declining  neighborhood,   or,  corre- 
spondingly, to  invest  in  a  failing  in- 
dustry whose  stocks  are  supposed  to 
be  cheap  at  the  moment.  It's  easier  to 
ride  with  the  winners:   the  high- 
growth  innovative  industries  that  are 
in  tune  with  the  technical  and  social 
currents  of  the  day — oil  service,  tele- 
,communications  and  microprocess- 
ors, for  example. 
The  company  :  Invest  in  a  superb 
ompany's  dynamic  phase.  Most  good 
companies  have  life  cycles  (although 
'  rarely,  like  countries,  they  fade,  then 
have  a  renaissance).  A  group  of  highly 
irkmotivated  men  can  sometimes  carry 
Fa  new  enterprise  up  to  a  billion  dollars 
m  revenues  before  they  are  succeeded 
_|by  bureaucrats  and  the  company  be- 
-  Jkomes  heavy  and  "mature."  If  you  can 
^  spot  such  a  situation  when  revenues 
are  still  only  a  few  tens  or  hundreds  of 
millions  and  ride  the  rocket  most  of 
»  the  way,  you'll  do  exceedingly  well. 
r>  Some  criteria  of  a  superb  company 
are:  It  is  dedicated  to  innovation;  it 
dominates  its  particular  market;  man- 
^agement  is  the  industry  model — fa- 
jnatically  devoted  to  its  job,  keen,  hon- 
jCSt  and  with  a  big  ownership  share; 
Z Jabor  is  so  well  treated  that  it  isn't 
r.. :  ^interested  in  unions;  costs  are  con- 
ptantly  falling.  Some  examples  are 
~Z  American  International  Group,  John 
garland  and  Pioneer  Hi-Bred. 

Question:  If  we  spot  the  favorable 
tide,  where  almost  everything  seems 
iright,  when  should  we  buy? 

Answer:  Wait  until  the  company  is 
misunderstood  for  a  reason  that  you 
.yourself  do  understand,  and  so  is 
jcnocked  down  in  the  market. 

One  of  the  best  ways  I  know  for  an 
astute  investor  to  save  money  is  to 
follow  this  rule:  Never  buy  a  stock  when 
t  is  correctly  perceived  by  the  market . 
Readers  may  recall  my  discussions  of 
the  market's  misunderstanding  of  En- 
gelhard, De  Beers  and  Harte-Hanks. 

So  prepare  your  checklist  of  "tide- 
3f-fortune"  stocks  now.  Among  my 
favorites  are  Schlumberger,  Caterpil- 
lar,  Electronic   Data   Systems  and 
t  Nalco.   Have  a  preliminary  nibble 
now;  then  buy  heavily  when  they're 
J  offered  to  you  on  a  platter.  The  time 
J  will  come.  It  always  does.  ■ 
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Value  Line  looks  at . . . 

Major  Stocks  With 
P/E's  Under  6  And 
Yields  Over  7% 

Plus  the  potential  to  double  in  price, 
we  estimate,  within  3  to  5  years. 


Among  1700  major  stocks  under  its  continuing  review,  The  Value  Line  Investment 
Survev  finds  .  .  . 

•  286  stocks  are  selling  at  less  than  6  times  estimated  current  earnings.. .  compared  with 
past  P/E  ratios  up  to  10  times  or  h/gA)er.(Value  Line  11/21/80). 

•  99  of  these  low-P/E  stocks  also  offer  Appreciation  Potentials  in  the  next  3  to  5  years  of 
more  than  150%  .  .  .  based  on  Value  Line's  estimates  of  their  earnings  and  P/E  ratios  in 
that  future  span.  (31  offer  long-term  Appreciation  Potentials  of  more  than  250%. ) 

•  In  addition,  a  significant  minority  of  these  "combination  "  stocks  currently  yield  from  7% 
to10.8%,  based  on  our  estimate  of  dividends  in  the  12  months  ahead.  (In  many  of  these 
stocks,  moreover,  we  look  for  sizable  dividend  increases— from  50%  to  100%— in  the 
next  few  years.) 

But  we  urge  you  nof  to  leap  into  stocks  like  these,  good  as  they  may  sound,  without  also 
checking  Value  Line's  current  ratings  for  Probable  Price  Performance  and— most  im- 
portantly—Safefy.  This  is  easy  to  do: 

UPDATED  EVERY  WEEK 

Every  week.  Value  Line's  regular  Summary  &  Index  presents  up-to-date  ratings  of  EACH  of 
1700  stocks  relative  to  all  the  others,  as  follows  .  .  . 

a)  Rank  for  Probable  Price  Performance  in  the  Next  12  Months— ranging  from  1  (Highest) 
down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  Yield  in  the  Next  12  Months. 

d)  Estimated  Appreciation  Potential  in  the  Next  3  to  5  Years— showing  the  future  "target " 
price  range  and  percentage  change  from  current  price. 

e)  P/E  ratio  and  current  price,  plus  estimated  annual  earnings  and  dividends  in  current 
12  months.  Also  latest  quarterly  results  against  a  year  ago. 

PLUS  FULL-PAGE  REPORTS 

In  addition,  each  of  the  1700  stocks  is  the  subject  of  a  comprehensive  new  full-page  Rating 
&  Report  at  least  once  every  three  months— including  22  series  of  vital  financial  and  operat- 
ing statistics  going  back  15  years  and  estimated  3  to  5  years  ahead.  About  130  new  full-page 
Reports  like  this  are  issued  each  week  .  .  .  1700  every  13  weeks. 

SPECIAL  INVITATION 

You  are  invited  to  receive  the  complete  Value  Line  Investment  Survey  (with  30-day  money- 
back  guarantee)  for  the  next  10 weeks  for  only  $33— about  HALF  the  regular  rate— if  no 
member  of  your  household  has  had  a  Value  Line  subscription  in  the  last  two  years. 
You  receive,  as  a  bonus,  Value  Line's  2000  page 
Investors  Reference  Service  incuding  our  latest  full- 
page  Ratings  &  Reports  on  each  of  1700  stocks— fully 
indexed  and  looseleaf-bound  for  your  quick  and  easy 
reference.  .  .and  systematically  updated  by  new  full- 
page  Reports  in  the  weeks  ahead.  (It  takes  only  30 
seconds  to  replace  the  old  Reports  with  the  new  in 
your  binder.)  All  this  material  is  so  organized  that  you 
can  quickly  find  a  continually  updated  report  and  cur- 
rent evaluation  on  almost  any  stock  you  may 
be  interested  in  buying  selling,  or  equally  import- 
ant, holding. 

And— as  an  extra  bonus— you  will  also  receive  Evaluating  Common  Slocks, 
by  Arnold  Bernhard,  Value  Line's  founder  and  research  chief.  This  96-page 
book  explains  how  even  inexperienced  investors  can  apply  thousands  of 
hours  of  professional  research  to  their  own  portfolios  by  focusing  on  only  two 
unequivocal  ratings,  one  for  Timeliness  (Performance  in  next  12  months),  the 
other  for  Safety.  This  book  is  YOURS  TO  KEEP  even  if  you  return  the  other 
material  under  your  money-back  guarantee. 

PHONE  YOUR  ORDER  TOLL  FREE: 
If  you  have  Master  Charge,  or  Visa  1-800-331-1750 
(Operator  13)  24  hrs.  7  days  per  wk. 
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Market  Trends 


MONEY  &  INV  ESTMENTS 


Two  years  from  now,  90%  of  these  shabby 
underwritings  will  be  basket  cases,  but  to- 
day, the  market  loves  those  girls  in  pretty 
dresses  with  good  stories. 

APPLE  FEVER 


By  Martin  T.  Sosnoff 


I  WISH  I  were  brave 
enough  to  short  a 
milUon  shares  of 
Apple  Computer. 
Before  I  read  the 
prospectus,  the  wife 
,  of  an  important  ch- 

^  '-jUII^^^  ent  begged  me  to 
use  all  my  influence 
to  get  her  stock  on 
the  offering.  I  ex- 
plained that  if  my  trader  pounded  on 
the  table  with  every  broker  the  firm 
did  business  with,  we  might  round  up 
25  shares  and  that  it  was  hardly  worth 
the  effort.  Wouldn't  she  like  two  tick- 
ets toAriHie  instead? 

I  have  nothing  against  Apple  Com- 
puter, Inc.  A  brilliant  bunch  of  Young 
Turks  have  filled  a  niche  with  a  low- 
priced  personal  computer,  while  the 
big  guns  like  IBM  and  Digital  Equip- 
ment were  too  busy  with  their  own 
goods  to  get  interested.  Apple's  rev- 
enues in  little  more  than  three  years 
have  zoomed  from  nothing  to  over 
$100  million.  Looking  out  12  months, 
sales  easily  will  move  over  $200  mil- 
lion. This  is  the  magic  of  technologi- 
cal leverage.  You  don't  find  it  in  toilet 
tissue,  chewing  gum  or  cola. 

Fresh  off  the  new-issues  assembly 
line,  Apple  will  sport  a  capitalization 
of  52  million  shares.  This  is  in  a  class 
with  some  of  the  multibillion-dollar 
biggies  that  have  been  around  for  gen- 
erations. It  includes  Texas  Instru- 
ments, IBM,  Hewlett-Packard  and 
Xerox,  not  to  mention  Exxon  and  a 
bunch  of  lapanese  zaibatzu  shaking 
their  swords  at  little  Apple.  Most  like- 
ly, the  stock  market  will  capitalize 
Apple  at  over  $1  biUion.  At  $24  a 
share,  for  example,  this  will  amount 
to  5  times  forward  fiscal  year's  rev- 
enues, a  snappy  100  times  latest  fiscal 
year's  earnings  and  an  estimated  12 

Martin  T.  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  the  author  of 
Humble  on  Wall  Street. 


times  book  value — assuming  a  public 
offering  of  4.5  million  shares  at  $17. 

Perhaps  three  years  from  now  Ap- 
ple's revenues  will  have  surpassed 
$500  million,  and  if  they  can  main- 
tain profit  margins  after  taxes  at  10%, 
earnings  will  approach  $1  a  share. 
Anyone  who  buys  shares  in  the  after- 
market  in  the  mid-20s  must  have 
such  ballpark  projections  to  justify 
purchase,  or  he  is  plain  ignorant  and 
along  for  the  ride.  There  are  7.2  mil- 
lion additional  shares  on  option,  exer- 
cisable at  a  weighted  average  price  of 
$1.08,  almost  14%  prospective  dilu- 
tion. Original  shareholders  paid  24 
cents  a  share  for  their  stock.  It  is  only 
right  that  they  should  make  100  times 
on  their  money.  This  is  what  the  free 
enterprise  system  is  all  about.  The 
country  needs  all  the  venture  capital  it 
can  muster  to  get  us  growing  again. 
The  question  is-  What  is  left  for  the 
public  here  if  we  buy  in  at  around  25 
bucks? 

I  would  love  to  see  Apple  grow  to  $  1 
billion  real  fast.  They  are  spending 
serious  money,  more  than  7%  of 
sales,  on  research  and  development, 
and  they  are  allocating  a  lot  of  money 
to  full-page  advertising  in  the  con- 
sumer press,  telling  everyone  how 
great  they  are.  The  need  to  be  a  con- 
tender in  the  office  of  the  future  is 
enticing  every  major  data  processing 
operator  into  the  business.  New  prod- 
uct development  and  marketing  mus- 
cle is  the  name  of  the  game.  If  Apple 
falters,  Tandy  and  others  will  be  there 
to  take  up  any  slack. 

Two  analogies  are  worth  consider- 
ing. In  the  mid-Sixties,  Digital  Equip- 
ment was  underwritten  when  its  sales 
were  about  $15  million.  The  stock 
made  a  very  small  splash,  and  I  re- 
member trekking  up  to  textile-mill 
country  outside  of  Boston  where  Digi- 
tal made  its  home.  Digital's  manage- 
ment wasn't  exactly  a  group  of  flam- 
boyant promoters.  In  fact,  they  were 
colorless.  The  president.  Ken  Olsen, 
discussed  canoeing  with  me,  and 
bragged  about  his  inefficient  plant 


space  that  cost  $2  a  square  foot  to 
lease.  It  was  a  frugal  buy  even  then. 
Digital,  of  course,  has  consistently  ex 
ceeded  Wall  Street's  ciphers'  extrapo 
lations,  and  is  one  of  the  great  techno- 
logical success  stories. 

Consider  the  case  of  Transitron,  un- 
derwritten with  great  fanfare  by  Mer 
rill  Lynch  more  than  20  years  ago 
Transitron  was  an  early  starter  in  the 
semiconductor  industry  following  the 
breakthrough  in  transistor  fabrication 
by  Bell  Laboratories.  It  was  under- 
written at  a  heady  price/earnings  ra 
tio,  and  almost  immediately  began  to 
disappoint  its  backers.  Research  was 
unproductive,  and  Fairchild,  Motorola 
and  Texas  Instruments  had  chewed  it 
up  by  the  early  Sixties.  Merrill  Lynch 
had  to  field  a  bunch  of  lawsuits,  along 
with  the  Bakalar  brothers  who  ran  the 
company.  The  shakeout  among  semi- 
conductor manufacturers  in  the  early 
Sixties  was  bloody.  Who  is  to  say 
whether  the  small  computer  business 
isn't  analogous  with  semiconductors 
or  even  pocket  calculators?  The  magic 
of  technological  leverage  sucks  in  ev 
eryone  on  Wall  Street,  and  very  few  of 
us  have  any  predictive  strength,  least 
of  all  managements  themselves. 

When  I  was  downtown  recently  I 
visited  the  offices  of  one  of  the  "hot 
underwriters  of  secondary  issues.  The 
new-issues  commitment  committee 
of  this  firm  averages  about  29  years  of 
age  and  has  the  attention  span  equiv 
alent  to  that  of  my  pet  poodle.  Its 
bullpen  is  a  room  of  maybe  1001 
brokers  crammed  armpit  to  armpit, 
screaming  into  their  phones  and  at 
their  traders.  At  one  point  their  head 
man  jumped  up  on  his  desk,  blew  ai 
whistle  and  exhorted  his  legion  to 
give  him  back  60,000  shares  of  XYL| 
Microswitch  at  6V8S.  "Come  on.  You 
guys  are  making  an  eighth.  I  need 
volunteers.  Now  where  are  the  first 
10,000?"  Needless  to  say  the  brethren 
coughed  up  the  goods,  then  went  on 
to  the  next  piece  of  business. 

I  really  don't  want  to  short  Apple  atiiittj'isi 
all..  What  I  must  do  is  short  10,000|al)ta(Bi 
shares  of  each  of  the  past  ten  under 
writings  of  this  stock  jobber  and  the 
next  ten  as  well.  Two  years  from  now 
90%  of  such  underwritings  will  befitiiitih 
basket  cases.  Today,  the  market  loves 
those  girls  in  pretty  dresses  with  good 
stories.  My  connection  in  the  dia- 
mond market,  who  is  sober  witbr*" 
stones,  just  asked  me  to  look  at 
mining  royalty  operation  in  Nevada 
with  a  50-million-share  capitalization 
and  no  revenues,  capitalized  at  $15fl 
million.  It  makes  Apple  look  like  Gen 
eral  Motors.  Enough,  already!  ■ 
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LOR  TILE,  INC.  0 

.E)  Fort  Worth,  TX  Color  Tile  is  a  specialty  retailer  which 
rates  stores  selling  a  broad  assortment  of  floor  and  wall 
s  and  related  products  for  the  do-it-yourself  home 
)rovement  market.  The  Company's  products  include  hard 
face  tiles,  such  as  glazed  ceramic,  mosaic,  decorator 
irry  and  wood  parquet  tiles,  vinyl  roll  goods,  installation 
terials  and  tools,  wallpaper  and  paint.  In  January  1980, 
_  Company's  first  manufacturing  facility  began  produc- 
ii  of  wood  parquet  tiles.  The  plant  is  located  in  Mel- 
Irne,  Arkansas  and  became  profitable  in  only  ninety 
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SPECIAL  FORBES  ADVERTISING  SERVICE  FOR  INVESTORS  AND  THE  FINANCIAL  COMMUNITY 


N  New  York  Stock  Exchange       A  American  Stock  Exchiange       O  Over-tfie-Counter       P  Pacific  Stock  Exchange 


_n  August  1980,  Color  Tile  purchased  a  ceramic  tile 
inufacturing  plant  of  100,000  square  feet  built  on  sixteen 
es  of  land  in  Cleveland,  Mississippi.  Since  the  existing 
nt  utilizes  only  about  half  the  land,  there  is  plenty  of 
p\  for  future  expansion.  The  ceramic  plant  presently 
ufactures  approximately  eight  million  square  feet  of 
tile,  but  after  upgrading  and  refurbishing  the  machin- 
and  equipment,  it  will  produce  thirteen  million  square 
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Tile  will  manufacture  products  when  the  total 
put  can  be  sold  in  our  store  chain  and  gross  margins 
be  improved.  We  are  primarily  a  specialty  retailer  and 
remain  so.  Retail  expansion  is  a  controlled  rate  of  15% 
;tli,lea^0%  new  stores  per  year.  In  fiscal  1981,  Color  Tile  will 
■  approximately  ninety  locations.  At  September  30,  1980. 
re  were  478  stores  in  41  states,  compared  to  386  stores 
39  states  a  year  earlier.  Within  the  next  two  years,  we 
ect  Color  Tile  stores  to  be  in  all  50  states. 
ues.Tliiptact  Ray  A.  Johnson,  Vice  President  and  Treasurer, 
f  Tile,  Inc.,  1700  One  Tandy  Center,  Fort  Worth,  TX 
02  817/390-3049.) 


be  It  SHEAR  INDUSTRIES  INC.  N 

armpi  HI)  North  Hills,  New  York.  Hi-Shear  Industries  manufac- 
as  and  sells  a  broad  line  of  technically  advanced 
L  jtener  systems  used  principally  in  the  construction  and 
"'"air  of  commercial  and  military  aircraft,  missiles  and 
ice  vehicles.  Virtually  all  commercial  and  military  air- 
ift  produced  in  the  Western  world  contain  substantial 
I]  inbers  of  Hi-Shear  fasteners  manufactured  by  the  Com- 
ly  or  its  licensees. 

Shear  also  manufactures  separation  devices  that  are 
DCllrently  utilized  in  most  U.S.  space  and  missile  programs, 
lii  Suding  the  NASA  Space  Shuttle  program,  the  Cruise 
sile  programs  and  the  Trident  submarine  missile  launch 
I  re-entry  systems. 

!  pressure  piping  components  business  of  Hi-Shear 
sists  of  a  full  line  of  carbon,  stainless  and  alloy  steel 
jducts  used  mainly  by  energy-related  industries.  The 
fjlkal  year  ended  May  31,  1980  was  a  record  one  in  every 
pect  for  Hi-Shear.  Selected  income  statement  and  bal- 
":e  sheet  items  follow: 
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Years  Ended  May  31: 


[Sales  and  Revenues 
llncome 

lings  Per  Share  - 
'jhted  Avg,  Shs,  Out 


1980 
$82,933,000 
$11,054,000 
$2.84 
3,892,000 


1979 


$65,533,000 
$  7,797,000 

$2.01 

3,889.000 


kholders'  Equity 
Mrs.  Equity  Per  Sh. 
mg  Capital 
fJfVal  ^ent  Ratio 
Fixed  Assets 
Return  on  Average 
ickholders'  Equity 


ook  at 


at  51^ 


$39,787,000 

$10.22 
$30,009,000 

3.38 
$13,983,000 

31.7% 


$29,925,000 

$7.69 
$21,285,000 

2.36 
$10,477,000 

28,7% 


ntact:  Harold  L  Bernstein.  V.P.,  Hi-Shear  Industries. 
53  New  Hyde  Park  Road,  North  Hills,  New  York  11042. 
6)  627-8600.) 


SANDERS  ASSOCIATES,  INC.  N 

Nashua,  NH.  Nov.  14 — Sanders  Associates.  Inc.  today 
reported  that  both  sales  and  earnings  reached  record  levels 
in  the  first  quarter  of  fiscal  1981,  ended  Oct.  24,  1980, 

Net  sales  increased  93  percent  to  $77.3  million  com- 
pared with  $40  million  in  the  first  quarter  last  year. 

Net  income  rose  29  percent  to  $3,768,000  compared 
with  $2,916,000  for  the  same  period  last  year.  Results  for 
the  quarter  include  the  results  of  California  Computer 
Products  (Calcomp).  which  was  acquired  in  February, 
1980. 

The  increase  in  net  income  more  than  offset  approxi- 
mately 27  percent  higher  average  common  equivalent 
shares  for  the  period. 

Net  income  per  share  for  the  first  quarter  was  48  cents 
compared  with  47  cents  a  year  ago.  Per  share  results 
reflect  7,915.000  average  common  equivalent  shares  com- 
pared with  6,231.000  average  common  equivalent  shares 
for  the  prior  period. 

Jack  L.  Bowers.  Sanders  President,  said,  "The  excellent 
performance  for  the  quarter  reflected  a  strong  increase  in 
sales  in  all  major  business  areas.  Net  sales,  excluding 
Calcomp.  which  was  not  consolidated  in  the  first  quarter 
of  last  year,  increased  34  percent.  Calcomp's  sales  on  a  pro 
forma  basis  also  increased  over  the  prior  year's  level. 

Bowers  said,  "The  outlook  for  the  future  remains  very 
good.  We  continue  to  expect  significant  sales  and  earnings 
growth,  with  increased  earnings  per  share,  for  fiscal 
1981." 

(Contact:  John  Ruggiero,  Treasurer,  Sanders  Associates, 
Inc.,  Daniel  Webster  Highway  South,  Nashua,  NH  03061. 
Phone:  (603)  885-3610.) 


VENTORA  RESOURCES  LTD.  V-0 

(NASDAQ-VNTRF)  (VSE-VNT)  Vancouver,  B.C.  November  5, 
1980 — Ventora  Resources  Ltd.  Shares  outstanding: 
1,977,500,  is  a  rapidly  expanding  junior  Canadian-based 
company  which  acquires,  explores  and  develops  oil.  gas 
and  gold  mining  prospects  in  the  United  States  and 
Canada.  Management  has  excellent  financial  and  technical 
expertise  with  a  proven  track  record  at  finding  oil  and  gas 
reserves  and  providing  adequate  funding  through  cash 
flow  and  successful  financings.  Capitalization  is  suffi- 
ciently small  to  provide  leverage  with  new  discoveries. 

Ventora  started  its  April  30tli  fiscal  year  with  an  initial 
cash  flow  of  some  C$8,000  to  C$10,000  per  month.  The 
current  figure  is  approximately  twice  that  and  is  expected 
to  exceed  C$30,000  monthly  by  fiscal  year  end.  Total  cash 
flow  could  run  between  C$350,000  and  C$450,000.  Since 
February,  successful  financings  have  netted  the  treasury 
C$754,800  in  new  capital  which  is  being  aggressively 
invested  in  acquiring  and  drilling  oil  and  gas  prospects. 
The  objective  is  to  increase  cash  flow  on  an  ongoing  basis, 
OIL  AND  GAS  PROSPECTS 

Southeastern  Alberta,  Middle  Creek — Ventora  has 
a  12.5  percent  working  interest  (Wl)  in  66.240  acres.  Five 
wells  in  a  possible  15-well  program  have  been  drilled.  Two 
are  successful  Milk  River  gas  wells  yielding  better  than 
average  stem  test  results.  The  other  two  wells  are  on  test. 
Becaus'e  of  the  above  successes,  the  company  purchased  a 
6.25  percent  Wl  in  a  further  six  sections  in  a  Crown  sale. 
Results  indicate  that  substantial  gas  reserves  are  being 
established  and  negotiations  for  a  gas  contract  are  under- 
way. Montana  Power  Corp.  is  a  project  partner. 

North  Dakota's  Williston  Basin:  Painkiller,  Wil- 
liams County;  Big  Stick-Ash  Coulee,  Billings  Coun- 
ty— Ventora  has  an  18.75  percent  Wl  in  the  Painkiller 
Project  in  the  prolific  Williston  Basin.  A  14,000-foot,  down 
to  10,501  foot  as  of  November  17.  1980,  Red  River  Test  is 
currently  being  drilled.  The  prospect  is  a  well-defined 
seismic  feature  indicated  to  tiave  150  feet  of  closure.  If 


successful,  there  is  sufficient  acreage  to  drill  four  to  six 
additional  wells. 

In  the  640-acre  Big  Stick-Ash  Coulee  Prospect,  a  direct 
offset  to  a  well  completed  by  Tenneco  Oil  producing  at  a 
daily  rate  of  2,250  barrels  of  oil  is  currently  being  spudded 
as  a  Fryburg  formation  test.  Primary  recoverable  oil  in  a 
Fryburg  well  in  this  area  is  considered  to  be  750,000 
barrels.  Ventora's  Wis  in  this  prospect  ranges  from  1.5  to 
2.5  percent. 

Wyoming:  Foote  Creek  Anticline,  Laramie  Coun- 
ty— Ventora  has  a  12.5  percent  Wl  in  this  heavy  oil 
prospect.  Using  secondary  techniques.  25,000,000  barrels 
of  oil  are  deemed  recoverable.  A  well  is  currently  being 
spudded  to  test  the  Tensleep  oil  formation  at  2100  feet  and 
the  Madison  oil  formation  at  4000  feet. 

Texas:  Gidding's  Field,  Lee  County— Ventora  has  a 
9.3  percent  Wl  in  2,906  acres  where  two  wells  are 
currently  being  spudded  to  test  the  Austin  Chalk  and  Buda 
Lime  Zones.  The  average  producer  in  the  field  yields  an 
initial  425  barrels  per  day.  A. recently  completed  well, 
however,  has  been  producing  1,360  barrels  per  day. 

Northeastern,  B.C.:  Flatrock,  Fort  St.  John  Area— 
Ventora's  Wl's  in  this  1920-acre  prospect  vary  from  5  15  to 
12.5  percent.  One  well,  in  which  Ventora  has  a  5.15 
percent  post  payout  net  revenue  interest  is  currently  pro- 
ducing 1,200,000  cfg  and  168  barrels  of  oil  per  day; 
production  should  double  in  winter  from  this  Halfway 
sands  completion,  A  second  well  is  producing  70  barrels  of 
oil  per  day,  and  a  third  is  on  test.  Turbo  Oil,  the  operator,  is 
expected  to  present  a  program  consisting  of  10  to  15 
development  wells  on  40-acre  spacing.  Oil  reserves  have 
been  estimated  at  2,000,000  barrels  per  quarter  section  of 
which  40  to  50  percent  can  be  recovered  using  flood  water. 

Louisiana:  Ventora  has  recently  agreed  to  participate 
with  Brent  Petroleum  Industries  Ltd..  on  a  well-by-well 
basis,  in  the  drilling  of  exploratory  wells  along  the  Tusca- 
loosa trend  on  properties  acquired  from  the  J,W.  Mecom  Co. 
A  major  financing  is  being  negotiated  to  fund  this  650,000- 
acre  program. 

Continental  United  States — Ventora  is  presently  ne- 
gotiating with  a  major  oil  company  to  acquire  a  large 
acreage  position  in  the  continental  United  States  for  oil  and 
gas  exploration. 

GOLD  MINING  PROSPECT 
British  Columbia:  Graham  Island,  Queen  Char- 
lotte Islands — Ventora  staked  out  80  units,  prompted  by 
the  success  on  the  nearby  Consolidated  Cinola  Gold  Mines 
Ltd.,  property.  Preliminary  exploration  has  located  a  number 
of  geochemical  anomalies  and  mapping  has  established 
that  similar  rock  conditions  exist  on  the  Ventora  property  as 
on  the  Consolidated  Cinola  property,  where  a  body  of  gold 
mineralization  has  been  developed  as  a  major  tonnage 
deposit.  To  facilitate  rapid  and  high-quality  exploration,  an 
agreement  has  been  concluded  with  Charlotte  Resources 
Ltd.;  this  firm  has  access  to  capable  management,  a 
technical  team,  and  exploration  funds.  Ventora's  50  percent 
property  interest  is  carried  through  expenditure  of  the  first 
C$150,000.  Thereafter  expenditures  are  on  a  50-50  joint 
venture  basis. 

(Contact:  Murray  Pezim,  Chairman,  Ventora  Resources  Ltd., 
Suite  209  N.  7501  East  McCormick  Parkway,  Scottsdale, 
Arizona  85258.  Phone:  (602)  948-7106  or  Arthur  Clemiss, 
President,  Ventora  Resources  Ltd.,  P.O.  Box  10108,  1620- 
700  W.  Georgia  St.,  Vancouver,  B.C.,  Canada  V7Y  1C6, 
Phone:  (604)  687-3303.) 

For  details  of  participation  in 
Corporate  Report  Updates, 
call  or  write: 
Sarah  Madison 
Forbes  Inc. 
60  Fifth  Avenue 
New  York,  NY  10011 
Phone:  (212)  620-2371 
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Fighting  a  money  and  credit  explosion  is  a 
little  like  fighting  a  forest  fire,  and  an 
effective  firebreak  at  the  start  is  a  must. 

THE  LAGS  AT 
THE  FED 


MONEY*  INVESTMENTS 


By  Richard  B.  Hoey 


Paul  Volcker  re- 
sembles the  Jolly 
Green  Giant  more 
than  he  does  wiz- 
ened old  Scrooge, 
but  he  has  helped 
put  a  damper  on 
Christmas  this  year. 
But  before  we  blame 
the  chairman  of  the 
Federal  Reserve 
Board,  we  should  remember  Pogo's 
timeless  motto:  "We  have  met  the 
enemy,  and  he  is  us." 

The  main  cause  of  financial  insta- 
bility in  1980  was  runaway  federal 
spending,  over  which  the  Federal  Re- 
serve has  no  control.  The  key  to 
whether  violent  fluctuations  in  the 
financial  markets  will  continue 
through  1981  is  v/hether  President 
Reagan  will  succeed  in  controlling 
federal  spending  and  putting  us  on  the 
road  to  lower  budget  deficits. 

The  collapse  of  the  bond  market 
and  explosion  of  precious  metals  and 
commodities  prices  at  the  beginning 
of  1980  were  triggered  by  the  publica- 
tion of  the  budget  in  January  1980, 
which  showed  that  the  Carter  Ad- 
ministration had  abandoned  any  real- 
istic hope  of  balancing  the  budget. 

In  March  1980  the  Fed  crowded  out 
private-sector  credit  demand  not  only 
by  high  interest  rates,  but  also  by  di- 
rect edict.  As  a  result,  the  U.S.  econo- 
my dropped  sharply  for  a  brief  period 
in  April.  This  triggered  a  collapse  in 
credit  demand  and  interest  rates  as 
short-term  interest  rates  fell  1,000  ba- 
sis points  m  three  months. 

In  July  1980  came  an  explosion  in 
federal  spending  and  the  budget  defi- 
cit surged.  Initially,  the  Federal  Re- 
serve monetized  the  debt.  Commer- 
cial bank  holdmgs  of  federal  debt  rose 
at  a  46%  annual  rate  from  June  to 

Richard  B  Hoey  is  a  vice  president,  economist 
and  investment  strategist  at  Bache  Halsey 
Stuart  Shields. 


September.  As  the  banking  system 
was  funding  this  surge  of  federal  bor- 
rowing, its  loans  to  the  private  sector 
surged  at  a  16%  annual  rate  from  July 
to  September.  The  basic  cause  of  the 
explosion  of  money  supply  in  recent 
months  was  this  simultaneous  burst 
of  bank  loans  and  bank  purchases  of 
federal  debt. 

Why  didn't  the  Fed  keep  monetary 
growth  on  its  target  path,  as  it  had 
promised?  It  was  too  slow  in  reacting 
to  excessive  monetary  growth  for  two 
reasons:  1)  the  political  lag;  2)  the 
borrowed  reserves  lag. 

You  may  have  noted  that  the  surge 
in  monetary  growth  occurred  just  pri- 
or to  the  presidential  election.  This 
wasn't  because  the  Federal  Reserve 
cynically  attempted  to  throw  the 
election  to  President  Carter.  Rather, 
the  Fed  was  under  pressure  from  the 
Administration  not  to  drive  interest 
rates  higher  than  absolutely  neces- 
sary. Since  the  Fed  is  always  some- 
what uncertain  about  what  the  cor- 
rect policy  is,  this  pressure  created  a 
bias  toward  postponing  tightening 
actions  until  it  was  absolutely  clear 
that  they  were  needed.  By  that  time 
money  and  credit  growth  were  out  of 
control.  The  Fed  kept  escalating  the 
fight  against  inflation  about  one 
month  too  late. 

Fighting  a  money-and-credit  explo- 
sion is  a  little  like  fighting  a  forest 
fire.  Unless  you  create  an  effective 
firebreak  at  the  outbreak  of  the  fire,  it 
engulfs  a  larger  and  larger  area,  until  it 
can  only  be  controlled  by  a  massive 
commitment  of  resources. 

The  Federal  Reserve  Board  is  fully 
responsible  for  another  lag  in  its  anti- 
inflationary  efforts.  The  theory  of 
monetary  control  is  that  the  Federal 
Reserve  Board  will  slow  money  and 
credit  growth  by  reducing  the  supply 
of  reserves  available  to  the  banking 
system,  causing  the  banks  to  slow 
their  expansion  of  credit.  It  only 
works  that  way  in  the  textbooks,  not 
in  the  real  world. 

As  the  Fed  drains  reserves,  the 
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banks  merely  replace  them  with  re- 
serves borrowed  at  the  discount  win- 
dow. They're  supposed  to  be  reluctant 
to  borrow  reserves,  but  this  is  a  dubi- 
ous thesis  when  the  discount  rate  is  a 
subsidy  rate — below  free-market 
rates.  The  Fed  has  full  authority  to 
transform  the  discount  rate  into  a 
penalty  rate — way  above  free-market 
rates.  Its  failure  to  do  so  leaves  a  "dis- 
count window  loophole"  in  its  mone- 
tary control  system. 

The  Federal  Reserve  needs  to  close 
the  discount  window  loophole  to  re- 
duce the  time  lag  between  its  decision 
to  slow  money  and  credit  growth  and 
the  actual  slowdown  of  reported  mon- 
etary growth. 

The  new  year  will  bring  a  drop  in 
interest  rates  and  a  drop  in  the  econo- 
my. But  it's  the  federal  budget  outlook 
that  will  determine  whether  we'll  re-j 
turn  to  stability  in  the  financial  mar-l 
ketsinl981. 

If  President  Reagan  can't  contro. 
the  budget,  he  runs  the  risk  of  repeat 
ing  the  "Thatcher  disaster."  Margaretjlch n 
Thatcher  was  willing  to  pay  the  price 
of  high  interest  rates  to  control  Briti  )yers 
ish  inflation,  but  she  wasn't  able  toj  sm' 
control  government  wage  inflationjprer 
The  combination  of  large  deficit 
nancing  and   attempts   to  restrain 
monetary  growth  crowded  out  pri 
vate-sector  credit  needs.  The  industri 
al  sector  was  severely  squeezed 
that  the  government  could  borro\\j|iiilp 
enough  to  pay  excessive  wage  int 
creases  to  government  workers. 

President  Reagan  is  committed 
increases  in  defense  spending  and  toPpttti 
major  tax  cuts.  Only  by  severe  cuts  iii 
planned  nondefense  spending  can  h« 
keep  the  government  deficit  lovi 
enough  so  that  both  private  and  gov 
emment  needs  for  credit  can  be  met 
without  an  inflationary  explosion  a 
monetary  growth  in  late  1981. 

Interest  rates  should  drop  for 
least  the  first  six  months  of  1981. 
nondefense  spending  is  controllec 
the  decline  in  interest  rates  could  lasi 
for  the  entire  year. 

Stock  market  investors  may  begi: 
to  shift  their  attention  toward  the  fi 
nancial  sector  in  that  environment, 
would  favor  the  purchase  of  such  ma 
jor  Texas  banks  as  First  Intematiom 
(42).  Earnings  per  share  for  1980  an 
estimated  to  be  $5.65,  and  $6.25  fc 
1981.  Texas  Commerce  Bank  (57),  wit 
estimated  earnings  of  $6.95  and 
respectively;  First  City  Bancorp.  (4j 
$6.60  and  $7 .35);  Southwest  Bancshare 
(33,  $4.60  and  $5.20).  Among  tb 
smaller  companies  I  favor  Cullen/Froi 
Bankers  (30,  $4.85,  $5.60).  ■ 
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"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes. 


Kty  years  ago  in  Forbes 

le  security  markets  should  very  early  in 
;  year  record  substantial  improvement, 
my  stocks  entitled  to  sell  for  one  hun- 
d  cents  on  the  dollar  are  now  selling  at 
y  cents  on  the-dollar.  The  turning-point 
s  definitely  been  reached  in  the  money 
irket.  Although  readjustment  has  al 
dy  been  thorough  in  many  lines,  much 
ce-reducing  remains  to  be  effected  in 
CM  rious  important  industries.  To  sum  up: 
in  t  are  now  on  the  right  track  whereas  a 
ar  ago  we  were  on  the  wrong  track. 

B.C.  Forbes 

lop 

xonlkBES  has  been  criticized  for  repeatedly 
rning  the  men  who  run  the  business 
his  country  that  unless  they  can  de- 
nijjb  ways  and  means  of  preventing,  or  at 
St  greatly  reducing,  frequently  recur- 
g  periods  of  widespread  unemploy- 
nt,  others  less  capable  of  devising 
h  ways  and  means  will  undertake  to 
this  big  job  for  them.  "How  can  em- 
yers  govern  the  ups  and  downs  of  in- 
try?"  is  impatiently  asked.  .  .  .  The 
:  remains,  however,  that  civilization 
Iciti  I  democracy  are  rapidly  approaching 
day  when  laws  will  be  made  to  insure 
lit  pilving  wage  to  all  who  are  capable  and 
ling  to  work. 

zed 

irill  probably  be  learned  with  astonish- 
nt  that  certain  capitalists  hereafter 
1  not  favor  the  building  of  tremendous- 
arge  plants  at  any  one  point,  but  will 
►pt  the  policy  of  building  plants  of  less- 
ize,  erecting,  if  need  be,  many  of  them 
ifferent  points.  The  feeling  is  growing 
t  an  industrial  center  like  Gary,  Ind. 
serious  social,  civic  and  political 
beffl  (vbacks,  that  the  gathering  together  of 
nany  thousands  of  workers  under  one 
lagemcnt  and  all  engaged  in  the  same 
stry,  thus  susceptible  of  being  stam- 
ed  by  "mass  sentiment"  through  the 
rts  of  eloquent  agitators,  is  unwise. 
,  it  is  now  felt  that  the  task  of  manag- 
smoothly  and  successfully  an  army  of 
ly  kflJOO  or  40,000  or  50,000  workers  at  one 
J  (lie  It  is  beyond  normal  human  powers, 
that  better  ultimate  results,  viewed 
a  the  broadest  standpoint,  can  be  at- 
led  if  plants  are  kept  down  (in|  size. 


5j  i!|ty  years  ago 

3,1(1!  V  York's  latest  bank  failure,  the  larg- 
I,  in  years,  emphasizes  the  danger  of 
ing  politics  with  banking.  In  several 
I  ;r  States,  notably  in  the  South,  recent 
j,„/f)  Its  have  driven  home  the  same  les- 
Not  so  long  ago,  events  in  the  Dako- 
 .  md  other  agrarian  States  demonstrat- 
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ed  the  undesirability  of  political  influ- 
ence in  running  banks.  The  closing  of  the 
Bank  of  United  States  in  New  York  a  few 
weeks  ago  recalls  that  politics  played 
havoc  with  the  first  Bank  of  the  United 
States  a  century  ago.  The  ideal  banker's 
mind  functions  differently  from  the  poli- 
tician's. The  typical  politician  is  a  glad- 
hand  artist,  hail-fellow-well-met,  anx- 
ious to  curry  favor.  The  successful  bank- 
er often  finds  himself  compelled  to  say 
"No."  His  first  concern  is  for  the  safety 
of  the  money  entrusted  to  him  by  others. 

One  of  the  most  disturbing  declines  in 

international  prices  is  that  in  the  silver 
market  and  it  continues  in  a  very  defi- 
nite major  downward  trend.  Prices  have 
again  dropped  into  new  low  ground  in 
the  final  weeks  of  1930,  and  the  New 
York  market  has  made  a  new  and  ex- 


A  famous  U.S.  thoroughfare — Ac/r  )<>rk's 
Fifth  Ai'enue — as  it  looked  in  early  I  DM 

treme  low  of  around  31  cents  per  ounce. 
Quotations  have  dropped  as  much  as  a 
full  cent  in  a  single  day's  trading  and 
have  set  up  new  lows  not  only  for  1930, 
but  for  all  time  since  the  New  York 
market  was  organized.  Chinese  and  In- 
dian exchanges  have  followed  the  de- 
cline with  new  weakness,  and  the  inter- 
national situation  continues  serious. 

In  the  Bell  Telephone  Laboratories,  the 

centralized  research  organization  of  the 
American  Telephone  and  Telegraph  Com- 
pany, the  largest  private  research  organi- 
zation of  the  world,  6,000  persons  are 
employed,  and  $20,000,000  invested  as 
industrial  msurance  to  safeguard  the 
$2,500,000,000  invested  in  the  Bell  tele- 
phone system.  In  these  laboratories, 
"dreamers"  are  carrying  on  fundamental 
investigations  of  the  phenomena  of  sound 
that  may  have  vital  bearing  not  only  on  the 


future  of  telephonic  communication  but 
in  other  fields.  Past  investigations  to  im- 
prove the  quality  and  to  increase  the 
volume  of  sound  for  long  distance  tele- 
phony yielded  unexpected  dividends  for 
the  companies  in  the  Bell  system.  The  by- 
products turned  out  by  the  Laboratories' 
research  staff  have  helped  to  improve 
phonographs,  airplanes,  radio  equipment 
and  even  extended  into  the  realm  of  mod- 
em medicine. 

Twenty-five  years  ago 

when  it  comes  to  marking  changing  sea- 
sons, some  folks  count  the  stripes  on  a 
caterpillar,  others  watch  what  the 
groundhog  does.  Forbes  editors  have 
their  own  special  set  of  signs  for  the 
onset  of  what  we  call  "the  silly  sea- 
son"— the  time  when  some  obscure  irre- 
pressible urge  impels  businessmen  to  go 
out  on  a  long  limb  with  predictions  for 
the  new  year.  ...  At  this  particular  New 
Year's  season,  there  is  something  more 
than  normally  uncomfortable  about  the 
prediction  limbs  on  which  we  all  perch. 
What,  for  example,  can  one  say  in  the 
midst  of  the  greatest  peacetime  boom  in 
world  history?  To  say  that  business  will 
continue  good  is  gilding  the  lily.  .  .  .  But 
why  should  American  businessmen  not 
have  felt  good?  Without  benefit  of 
shooting  wars  or  make-work  projects, 
the  free  enterprise  system  was  frolick- 
ing in  what  the  economists  call  "full 
employment,"  a  state  many  of  them 
regarded  as  an  unattainable  dream  as 
recently  as  ten  years  ago. 

Were  it  not  for  the  well-intended  minis- 
trations of  the  Civil  Aeronautics  Board 
and  the  helpful  hints  tossed  about  by 
West  Coast  planemakers,  the  airlines 
would  have  negotiated  1955  in  high 
style.  Instead,  the  year  was  something  of 
a  nightmare  from  start  to  finish.  The 
CAB  started  all  the  trouble  by  clearing  its 
cluttered  docket  of  the  high-piled  appli- 
cations for  new  routes  which  for  years 
had  merely  gathered  dust  in  Washington. 
By  the  time  the  Board  sifted  through  the 
sheaves  of  claims  and  counterclaims, 
heard  angry  charges  and  bitter  counter- 
charges, scarcely  a  major  carrier  in  the 
country  ended  up  the  year  with  the  same 
route  structure  it  had  when  it  started. 

The  Harvard  Business  School  (men)  and 
Radcliffe  College  Management  Training 
Program  (women)  have  merged.  The 
move,  says  Radcliffe,  reflects  less  senti- 
ment than  a  desire  to  give  Radcliffe  stu- 
dents better  business  training,  qualify 
them  for  more  responsible  positions  in 
consumer  goods  industries,  which  need 
more  than  ever  a  woman's  point  of  view. 
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REAL  ESTATE 
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Sotheby's 

MARKETING  LUXURY 
RESIDENTIAL.  ESTATE,  FARM 
AND  COMMERCIAL  PROPERTY 
WORLDWIDE 

MT.  KISCO,  NEW  YORK 

A  great  estate  residence  with  spe- 
cial zoning  for  use  as  a  confer- 
ence center  or  mu'ti-tenant  office 
complex,  this  3-story  residence  is 
set  on  25  fillltop  acres;  30  miles 
from  New  York  City. 

$1,500,000 

CHARLOTTESVILLE,  VIRGINIA 

The  largest  in-town  estate  in  the 
area,  this  fine  equestrian  prop- 
erty consists  of  120  acres  of 
fenced  pasture  and  cropland  and 
features  a  grand  15-room  main 
residence  and  an  extensive  farm 
complex;  70  miles  from  Richmond. 
Brochure  #FB  2-34  $2,650,000 

BEAUFORT,  SOUTH  CAROLINA 

Directly  across  from  famed  resort 
Hilton  Head,  this  private  395-acre 
island  is  comprised  of  forests, 
beaches  and  erosion-free  high- 
lands, ideal  for  a  beach  community 
development;  15  miles  from  Beau- 
fort. 

Brochure  #FB  16-04  $2,200,000 

PEBBLE  BEACH,  CALIFORNIA 

The  largest  remaining  undeveloped 
residential  site  in  this  beautiful 
coastal  community,  this  parcel  is 
divided  into  seven  wooded  lots, 
all  with  fabulous  views  of  the  Pa- 
cific; 4  miles  to  t^onterey. 
Brochure  #FB  21-12  $2,875,000 

EXUMA  CAYS,  BAHAMAS 

A  lush  and  private  tropical  retreat, 
this  200-acre  island  enjoys  excep- 
tional elevations,  a  pure  water  sup- 
ply, protecJed  beaches  and  shel- 
tered anchorage;  95  miles  south 
of  Nassau, 
Brochure  #FB  9-11 

Price  on  request 

Sotheby  Parke  Bernet 
International  Realty® 

980  Madison  Ave..  New  York  10021 
tel.  212/472-3465 


Treehouse 


Assemble  This  Unique  Home 
In  A  Few  Weeks 

For  Price  &  Construction 
Package  Information  Send  $4  00  To 


fopsider  Homes 


P.O.  Box  849  F 
Yadkinville,  N  C.  27055 
919-679-8846 


VIDEO 


★  VIDEO  CASSEHE  WOVIES  * 

HUNDREDS  OF  TITLES 
FOR  THE  ENTIRE  FAMILY 
BOTH  VHS  8.  BETA  FORMATS 

FREE!  HUNDRED  PAGE  CATALOG 

The  Video  Station 

21  N.  YORK  RO.,  WILLOW  GROVE,  PA.  19090 
(215)  657-7210 
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REAL  ESTATE 


Introducing  .  .  . 

Admiral's  Row 

Two-Bedroom  Oceanfront  Condominiums 

B99,900  /  B10,000  down 

An  cxtiusive  offeriiij^  of  Hilton  Ik  acI  Island  Hcach 
and  Tennis  Resort.  These  !o\ely  oeeanfront 
eondoinininnis  are  tastefully  furnished  and  eoinpletely 
aeeessori/ed.  And  most  ini[)orlant K' — 
90%  finaneinfJ  is  available.  An 
exeitin.i^  iJronnd  floor  opi)ortunity! 

Call  collect  803-785-8666. 
HILTOX  HEAD  ISIAXI) 


BEACH  &  TEXXIS 

[resort  rc 


360  payments  or  $1,056  33  APR/14  38%  (sub(e< 


MADISON  RIVER 
ACREAGE 

500-acre  tract  with  miles  of  Madi- 
son River  frontage  south  of  Ennis, 
Montana.  Spectacular  views  of  Madi- 
son Range  with  some  of  the  world's 
finest  fly-fishing  on  one's  doorstep. 
Priced  at  $800  per  acre  with  terms. 
Contact  exclusive  agents  for  sellers. 

HALL  AND  HALL  INC. 

Box  1924 
Billings,  Montana  59103 
(406)  252-2155 


FREE  CATALOG 

Big  .  .  .  Free  SPRING  1981  Catalog 
describes  and  pictures  more  than  2.800 
farms,  ranches,  acreages,  recreational 
properties,  businesses,  town  and  coun- 
try homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  pre- 
ferred. 

UNITED  FARM  AGENCY 

6I2-Y  W.  47th  Street 
Kansas  City,  MO.  64112 


50,000-ACRE 
NEW  MEXICO 
RANCH 

Agent 
(806)  249-6444 


BUSINESS  SERVICES 


ACQUISITION  SEARCH 

FOR  INCOMPATIBLE  PRODUCT 
LINES  OR  DIVISION  OF 
NATIONAL  COMPANY  BY 
INVESTMENT  GROUP 
WILLIAM  D.  FRANKENSTEIN,  CPA 
(716)  634-3084 
5854  MAIN  ST. 
AMHERST,  N.Y.  14221 


REAL  ESTATE  WANTED 


HARD  TO  SELL 
DISTRESSED 
AND  OTHER 
REAL  ESTATE 
ACCEPTED  BY 

RELIGIOUS 
CORPORATION. 
WILL  STRUCTURE 
CONTRIBUTION 
OF  REAL  ESTATE 

TO  MEET 
NEED  OF  DONOR 

(516)  751-6644 


CORPORATE  VACATION 
HOMES 

SOUTH  PACIFIC  ISLANDS!!: 

Low-cost,  native-style  vacation  bun- 
galows situated  in  fabulous  totally 
natural  environment — built  on  order 
for  individuals  and  corporations  who 
want  to  provide  their  employees  with 
inexpensive  tropical  adventure  holiday 
accommodation. 

R.  BRUDERER,  Box  444  Broadway 
NSW  Australia  2007 


COMPUTERS 


MARYMAC  I^DliSTRIES,  INC. 

Mm /haeM 

10% -15%  DISCOUNT 
3C  OR  MORE 


EXPERIENCED  GEMOLOGIST 
Gems  are  a  good  investment  IF  .  .  . 

you  have  expertise,  &  wholesale  con- 
nections. I  offer  the  serious  collector/ 
investor  an  invaluable  service.  Why 
not  have  an  expert  looking  out  for 
your  interests?  Reasonable  fees.  Ap- 
praisals *  Buying  •  Counseling  •  De- 
sign •  Education. 

"Purchasing  Consultant" 
KATHLEEN  HUNTER 
(Graduate  Gemologist)  G.LA. 
10010  Memorial  Suite  1006 
Houston,  TX  77024  /  (713)  681-9779 


ON  ALL  NEW  RADIO  SHACKC  TRS-«0 
MODEL  II  and  IN  COMPUTERS 

64K  Model  II  1  disc  $3,509  10,  Bland  Now  in 
Cartons  Delivered  Marymac  Industries  owns 
&  operates  the  Radio  Stiack^  dealership  in 
Katy,  Texas  Warranties  will  be  honored  by  all 
company  owned  Radio  ShackC  stores  S  par- 
ticipating Iranchise  dealers  and  aulhorlzed 
sales  centers  Save  Slate  Sales  Tax  Texas 
Residents  Add  Only  5%  Sales  Tax  Open  Mon  - 
Sat  10-7  We  pay  freight  and  insurance  No 
extra  charge  for  Mastercard  or  Visa  Call  us 
for  a  Reference  in  or  near  your  city  Refer- 
ence Farmers  State  Bank,  Brookshire.  TX 

Orders:  1 -lOO-llt -36S0  er  16i1 
21 9if  Katy  Fwy..  Ka)y|  HeuOan),  T«a>  77450 
1-713-392-0747 
S  19B0.  Marymoc  InduttriM.  Inc. — 
Ed  or  io«  McManui 


MISCELLANEOUS  FOR  SALI 


GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Trade. 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE.  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-835! 


COMPLETE  LINE  OF 
INVESTMENT  QUALITY 
BRAZILIAN  GEMSTONES 

Direct  from  the  Mines  of 
UNITED  MINING  CORPORATIOl| 
U.S.  office: 
235  6th  Street 
Pine  City,  Minn.  55063 
612-629-2537 
Industria  De  Joias  Padua  LTDA. 
Belo  Horizonte.  Brazil 


INVESTMENT 
DIAMONDS 
RUBIES  EMERALDS  SAPPHIRE 

&  other  gems  our  own  buyers  brii 
direct  from  Africa,  S.  Americ 
Asia.  In  gem  business  20  yrs.  Men 
ber  BBB.  Free  color  brochure  Ki 
South  American  Diamond  Mind 
15920  W.  12  Mile  Rd.,  SouthfieW 
MI  48076  (800)  521-2957 


COLLECTIBLES  BOUGHT 


WINE  WANTED 

All  types,  from  private  cellar! 
dealers,  estates.  Most  interestej 
in  1970  and  older.  Respond: 

THE  INTERNATIONAL 
Vi^INE  EXCHANGE  LTD. 

12th  floor,  711  Fifth  Avenue 
New  York,  NY  10022 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phor.e  Toll  Free  800-423-4530 
Ca.  residents  phone  213-795-5558 
SOUTHLAND  UNIVERSITY 
Dept.  21 B       69  N.  Catalina 
Pasadena,  CA  91106 


SPORTFISHING 
VACATIONS 


FISH  OUR 

ALASKAI1 

Choose  from  among  the  best 
of  Alaska  's  Sportflshing 
Lodges,  live-aboard  Charter 
Boats  and  Fly-out  Packages. 

Write  for  your  free,  full  color, 
24  page,  "Fish  Our  Alaska  ' 
Brochure 

ATMS  Alaska 
Sp 


Sportflshing  Packages 

Suite3;2.Pi(rk  Pisce  BIdg 
Department  FS-1 
Seattle,  WA  98101 


Call  Linda  Loren  (212)  620-2440 
for  Classified  Advertising 
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BUSINESS  OPPORTUNITIES        BUSINESS  OPPORTUNITIES 


CAPITAL  TO  INVEST 


EXECUTIVE  GIFTS 
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1-800-327-6970 

Facts  About  U.S. 
Oil/Gas  Lease  Program: 

•  FRC  special  offer  of  $15 
filing  per  family  to  introduce 
you  to  this  program 

•  $1^00,000  awarded  to  FRC 
clients  in  past  8  months 

•  Oil  prices  doubled 
since  1977 

•  100%  Tax  Deductible 
Complimantary  Brochura 


FRC,  6  Beacon  St  .  Boston,  MA  02108 
  [817]  367-2929 


ATT:  MANUFACTURERS 
WE  BUY  CLOSEOUTS 

To  include  restrictions 
for  export  only. 
Distressed,  overproduction, 
damaged,  fire,  flood. 
REDSUN  EVT'L 
241  Frelinghuysen  Avenue 
!<Jewark,  NJ  07114  (201)  824-3106 


WIN  BIG  OIL  MONEY 


The  U  S.  Government  sponsors  a  llttte- 
brtown  oil  snd  gas  lease  drawing  II  you 
are  a  U  S.  clllzen.  you  can  compete  for 
s  lortur>e  In  oil  A  S30  (tai  deduct- 
ible) filing  fee  could  bring  you  (100,000 


ble 


le  inlormallon  Call  Toll-Free  1  ~S0O- 
525-  2541,  E»t  8,  in  Colorado  Call  Collect 
447-1399,  Ell. 8,      Or  Wrile 

F.  Milligan,  inc. 

1942  20th  SI  .  Drawer  3408FB  , 
Boulder.  CO  80307 


'"--"HOME  IMPORT""--"! 

MAILORDER  BUSINESS 

Big  earnings  in  profitable  spare/ 
full  time  project.  Deal  direct 
with  overseas  suppliers.  Newest 
products  at  fraction  U.S.  cost. 
Up  to  500%  profit.  No  product 
investment.  Famous  world 
trader  starts  you 
Write:  Mellinger,  Dept.  M1591 
Woodlana  Hills,  CA  91367 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A207  Forbes 
60  Fifth  Avenue 

New  York,  NY  10011 


CONDOR  TRADING  CORP. 
OF  AMERICA 

EXPORTER  OF 
AUTOMOBILES  & 
HEAVY  EQUIPMENT 

Offices:  875  Albany  Shaker  Road 
Latham,  NY  12110 
(518)  785-7850 


STEEL  WANTED 


ISELl  SURPLUS  STEEL  HERE 


I We  want  lo  buy  your  obsolete  or  surplus  steel 
sheet     coils,    plates,    shapes,    tubing,  etc 
Any  gauge    H  R.  or  better    Contact  us  ,  . 
1960-1980  Our  20th  yr. 


KING  STEEL  COMPANY 


5901  N.  CICERO  AVE.  . 
CHICAGO,  ILL.  60646 
(312)  777-6000  EXT.  2  ; 


FREE  MONEY 
REPORT 

5,000  unique  mjney  sources  for  new 
or  existing  businesses  at  very  com- 
petitive rates.  Lucrative,  prestigious 
business  opportunities  also  available. 
Work  your  own  hours.  No  experience 
necessary.  Proven  success  formula. 
National  company  will  assist  every 
way  possible.  Write:  DFC,  Dept. 
43-B-l,  1145  Reservoir  Avenue,  Cran- 
ston, Rhode  Island  02920. 


MAIL  ORDER  OPPORTUNITY 


Start  a  profitable  home  business  in 
America's  fastest  growing  industry 
—growing  50%  faster  than  general  retail. 
Nationally  known  authority  will  teach 
you.  No  previous  experience;  no  product 
Investment  required.  Work  full  or  part 
time.  Write  for  free  book  about  mall  order 
opportunities,  lease  histories,  plus  com- 
plete details.  No  obligation. 

Mall  Order  Associates 
Dept.  677,  Montvale,  NJ  07645. 


Petrogram  Services  offers  a  new  Con- 
cept in  filing  for  oil  &  gas  leases. $15 
per  filing  period  brings  you  instruc- 
tions, materials  &  geological  recom- 
mendations. For  free  brochure  contact; 
Petrogram  Services,  2300  Candelaria 
Albuquerque,  NM  87107 
(505)  884-2844 


Entrepreneurs   urgently   needed  na- 
tionwide. Former  Shaklee  President 
announces    a   ground-floor  business 
opportunity  in  a  new  multi-level  or- 
ganization.    A     direct  distributor 
needs  only  a  $1,000  monthly  mini- 
mum to  receive  24%.  Overrides  are 
paid  on  5  levels  Free  details. 
ENHANCE  MARKETING 
P.O.  Box  32198-J 
Minneapolis,  Minn.  55432 
or  call  Mr.  Sanders  1-612-755-4911 


WIN  A  FORTUNE  ON  OIL 
PLUS  TAX  BENEFITS 

in  U.S.  monthly  drawings  for  oil  and 
gas  rights  on  public  lands.  Make  tax 
deductible  dollars  work  for  you.  For 
information  call  toll  free  1-800-638- 
3640,  or  write  Tlie  Trans-Mississippi 
Company,  3626  Anton  Farms  Road, 
Baltimore,  Maryland  21208. 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 

BIG  PROFIT  OPPORTUNITY 
FROM  U.S.  GOVERNMENT 
OIL  &  GAS  LEASES 

Profit  results  11/75  thru  8/80  •  Times 
filed  76,173  •  Number  of  leases  won 
157  .  Cash  received  $2,008,026  •  Esti- 
mated value  of  unsold  leases  $514,300 

•  Total  value  $2,522,326  •  All  sales  in- 
clude production  payments  payable  in 
the  future  •  A  disciplined  approach  • 
Call  or  write  Eastern  Investors  Geo. 
Services,  Inc  ,  900  N.  Federal  Hwy., 
Boca  Raton,  FL  33432  •  (305)  392-0588 

•  U.S.  Citizens  •  21  or  over. 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking  for 
representatives,  the  firm's  product  line 
and  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


GOLD  &  SILVER 
Coins,  Bullion 
All  Size  Bars 

•  No  Sales  Tax 

•  No  Commissions 

•  No  Minimum  Order 

We  maintain  a  complete 
buy  and  sell  market. 

TOLL  FREE 
1-800-245-4080 

EATON,  LLOYD  &  COMPANY 

Uniontown,  PA  15401 


CREATIVE  FINANCING 

Permanent  &  Construction  loans, 
Condos   &   Conversions,  Tracts, 
Apartments,  NATIONWIDE. 
Stand-bys  1  to  5  yrs.  Letters  of 
credit.    Financial  guarantees, 
funds  to  open  escrows. 
Real  Estate  &  Venture  Capital 
BROKERS  PROTECTED 
Send  Packages  to: 
BANCOR  MORTGAGE  &  LOAN  CORP. 
567  San  Nicholas  Dr.  Suite  206 
Newport  Beach,  CA  92660 
714/640-1633 


INVESTMENTS 


Krugerrandsand 
Silver  Coins  Reduced 


200  or  more  per  Krand  equals  NY spot+S23 
21  to  199  per  Krand  equals  NY  spot-S25 
1  to  20  per  Krand  equals  NY  spot+$29 

No  sales  tax  for  res.  out  of  Va.  Write  for 

tree 'brochure.  Free  Storage.  John  Greer,  Va. 

Gold  i  Silver,  102  E.  Franklin  St.,  Richmond, 

VA  23219. 


CALL  TOLL  FREE  1-800-446-3704 


100%  ANNUAL  PROFIT 


before  we  receive  a  management 
fee.  1  oz.  FREE  GOLD  if  your 
$20,000  managed  commodity  ac- 
count shows  a  loss  after  12  months 
of  management.  Call  collect  for  a 
free  brochure,  316-784-2355. 


COINS 


FREE  U.S.A.  & 
WORLD  GOLD  COIN 
PRICE  LIST 

Our  new  Winter  1980  Price  List  is 
now  available  —  it  contains  a  wide 
selection  of  choice  quality  and  rare 
date  USA  and  world  gold  coins  from 
almost  90  different  countries!  Re- 
guest  your  free  copy  from: 

STEINBERG'S 

TEL:  305-781-3455 
TELEX:  514339 
P.O.  BOX  1565  Dept.  FM 
Boca  Raton,  Fl.  33432 


wbes:  CapitalistTbor 


one  out  of  every  seven  FORBES 
subscribers  is  a  millionaire 


An  Alternative  To 
The  *23  Button  Down 
Ours..«I55o 


100%  COMBED 
COTTON  OXFORD 
BUTTON  DOWN 


Finest  traditional  design  and  tailoring. 

Seven  button  front,  placket  sleeve,  left 

breast  pocket,  double  reinforced  side 

seams  and  sleeves. 

Your  satisfaction  guaranteed. 

Blue  or  Wfiite.  Sizes  14yj-17V2  /32-35. 


31unttn9l0n(ttiDthtprB 

2258  E,  MAIN  ST  •  COLUMBUS,  OHIO  43209 
Ordet  Toll  Free:  800 -84t-e203  In  Ohio  614-237-S695 

Please  send  me  100%  cotton  stiirt(s)  @  $15  50  ea. 
Add  $2-00  lor  slitp  &  ins  regardless  of  quantity 
Ohio  res  add  4%  sales  tax 


Sl2e_ 


J_ 


Qty 


_  White. 


otv 


.Blue 


LJ  Pers.  Ck.    □  Mstr.  Chg.    □  Visa    □  Am.  Exp. 

Card  No.  

Exp.  Date. 


.  Mstr.  Chg.  Bank  No. 


Signature  . 
Name  


AtJdress_ 
City  


\  State. 

\ 
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The  new  school 
of  thought  in 
old  school  ties. 

The  new  school  prefers  its  corporate 
pride  to  be  stated-with  taste  and  sub- 
tlety. That  is  why  Hampton  Hall  de- 
velops a  fashionable,  versatile  dignity 
into  every  custom  design.  Ask  for  our 
free  brochure  showing  such  exclusive 
creations  in  ties  and  scarves. 

Minimum  order  150 

Siampion  Mail,  £td. 

corporate  fashion 
51  East  42nd  Street  •  Department  FB- 1 
New  York,  N  Y,  10017  •  (212)  MU  7-6810 


EXECUTIVE  SERVICES 


NECKTIE  NARROWING 


NECKTIES  RECUT  &  RESHAPED 
to  the  new  narrower  width — 
$4.50  per  tie  4  tie  minimum 
Send  for  free  tie  mailer  or  mail 
direct.  Satisfaction  guaranteed 
ROBLIN  TIEMASTER 
190E  Glen  Cove  Avenue 
Glen  Cove,  NY  11542 


Don't  let  the  future  scare  you. 
It's  just  as  shaky  are  you  are. 
Arnold  Glasow 


Hasty  resolutions  are 
of  the  nature  of  vows  and 
to  be  equally  avoided. 
William  Penn 


Vows  begin  when  hope  dies. 
Leonardo  Da  Vinci 


No  mind  is  much  employed  upon 
the  present:  recollection  and 
anticipation  fill  up  almost 
all  our  moments. 
Samuel  Johnson 


When  your  illusions  are  gone, 
you  may  still  exist,  but 
you  have  ceased  to  live. 
Mark  Twain 


The  majority  of  men  are  subjective 
toward  themselves  and  objective 
toward  all  others,  terribly 
objective  sometimes,  but  the 
real  task  is  in  fact  to  be 
objective  toward  oneself  and 
subjective  toward  all  others. 
Soren  Kierkegaard 


The  way  not  to  lead  a  monotonous 
life  is  to  live  for  others. 
Fulton  J.  Sheen 


Life  is  an  offensive,  directed 
against  the  repetitious 
mechanism  of  the  universe. 
Alfred  North  Whitehead 


Man  is  the  only  animal  that 
laughs  and  weeps;  for  he  is 
the  only  animal  that  is  struck 
by  the  difference  between  what 
things  are  and  what  they 
might  have  been. 
William  Hazlitt 


God  does  not  give  you 
a  golden  present  to  brood 
over  a  tarnished  past. 
Carl  Manton 
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The  basis  of  optimism 
is  sheer  terror. 
Oscar  Wilde 


/  Resolve 

To  strive  to  contribute  something 
to  the  world,  its  work  and  the 
people  in  it. 

To  spend  and  be  spent  in  worthy 
service. 

To  adhere,  the  best  I  can,  to 
the  Golden  Rule. 

To  philosophize  more,  recalling 
always,  when  things  go  awry, 
'This,  too,  will  pass. " 

To  try  always  to  see  viewpoints 
other  than  my  own. 

To  make  humility  and  simplicity 
so  much  a  part  of  myself  that 
I  shall  become  as  a  child,  as 
one  of  those  of  whom  the  master 
declared,  "For  of  such  is 
the  kingdom  of  heaven. " 

B.C.  Forbes 


I  hold  that  man  in  the  right 
who  is  most  closely  in 
league  with  the  future. 
Henrik  Ibsen 


May  you  live  all 
the  days  of  your  life. 
Jonathan  Swift 


The  law  of  human  beings 
is  wisdom  and  goodness, 
not  unlimited  acquisition. 
Robert  M.  Hutchins 


There  is  but  one  law  for  all, 
namely,  that  law  which  governs 
all  law:  the  law  of  our  Creator, 
the  law  of  humanity,  justice, 
equity;  law  of  nature  and  nations. 
Edmund  Burke 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Faith  gives  you  what  you  have 
not:  simplicity.  Once  you  have 
faith,  you  will  like  it. 
Sri  Chinmoy 


Hope  is  a  delusion;  no  hand 
can  grasp  a  wave  or  a  shadow. 
Victor  Hugo 


Every  year,  if  not  every  day, 
we  have  to  wager  our  salvation 
upon  some  prophecy  based 
upon  imperfect  knowledge. 
Oliver  Wendell  Holmes  Jr. 


The  greatest  asset  of  a  man, 
a  business  or  a  nation  is  faith. 
Thomas  J.  Watson 


It  is  the  spiritual  fight  to 
better  human  conditions  which 
brings  serenity  and  peace  within. 
Owen  G.  Villard 


A  Text . . . 

When  a  man's  ways 
please  the  Lord,  he 
maketh  even  his  enemies 
to  be  at  peace  with  him. 

Proverbs  16:7 


I 


Sent  in  by  Mrs.  Charles  R.  Buller,  MilwaU' 
kee.  Wis.  What's  your  favorite  text?  The 
ForDes  Scrapbook  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  senders  ol 
texts  used. 


I  am  part  of  the  universe — not 
the  beginning  nor  the  end  itself. 
Arthur  Dobrin 


Great  men  are  they  who  see 
that  spiritual  is  stronger 
than  any  material  force;  that 
thoughts  rule  the  world. 
Ralph  Waldo  Emerson 
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COMPUTU  tHD  COMMUNKITKMU 


THE  COMPUTER 

AND 

COMMUNKATIONS 
COMMNT, 

keeps  you  on  top  of  your  business. 


'^am-  The  age  of  office  auto- 
mation is  upon  us,  and  you 
can  take  tine  first  step  into 
it-and  all  the  way- 
with  NEC, 

Take  our  small  business 
computer.  Its  precise  power 
should  help  you  process 
things  in  the  office  more 
smoothly.  And  just  about 
anyone  can  operate  it. 
Along  with  office  compu- 
ters, we  also  make  an  array 
of  fully  integrated  office 
systems  and  equipment. 
They  give  your  office  the 
sharp  edge  of  automation, 
boost  productivity  and 
ncrease  profits.  Which  is 
really  what  office  auto- 
mation is  about. 
Helping  you  stay  on  top  of 
your  business  through 
office  automation  is  yet 
another  way  NEC's  Com- 
puter &  Communications, 
or  C&C,  technology  is  posi- 
tively affecting  business 
and  other  communities  in 
more  than  130  countries. 


NEC 

Nippon  Electric  Co.,  Ltd. 

Tokyo,  Japan 


How  Citibank  trade  financing  helped  a  Taiwan  export  company 

grow  1000%  in  12  years. 


When  the  atico  Group  of  trading 
companies  came  to  Citibank  12  years 
ago,  it  was  a  $5  million  company 
exporting  a  few  lines  of  kitchenware. 
This  year,  sales  will  top  $50  million. 
And  its  seven  companies  will  export 
thousands  of  different  products:  from 
brassware,  toys,  and  luggage,  to  wood- 
burning  stoves. 

"Fast,  accurate  answers" 

ATico  Chairman  T.  Y.  Tseng  says, 
"Without  Citibank's  global  reach  and 
expertise  in  letters  of  credit,  our 
spectacular  growth  would  have  been 
impossible." 

He  explains,  "In  the  export  business, 
your  bank  is  crucial.  It  must  arrange 
pavTnent  guarantees  between  buyers 
and  sellers.  It  must  provide  fast, 


accurate  answers  about  prospective 
customers  in  distant  markets,  foreign 
currencies,  shippers,  contracts,  and 
a  lot  more.  Citibankers  always  come 
through,  no  matter  how  complicated 

ATICO  Chainnau  T.  Y.  Iseng  (right)  and  George 
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How  Citibank  trade  financing  helped  a  Taiwan  export  company 

grow  1000%  in  12  years. 


When  the  atico  Group  of  trading 
companies  came  to  Citibank  12  years 
ago,  it  was  a  $5  million  company 
exporting  a  few  lines  of  kitchenware. 
This  year,  sales  will  top  $50  million. 
And  its  seven  companies  will  export 
thousands  of  different  products:  from 
brassware,  toys,  and  luggage,  to  wood 
burning  stoves. 

"Fast,  accurate  answers" 

ATICO  Chairman  T.  Y.  Tseng  says, 
"Without  Citibank's  global  reach  and 
expertise  in  letters  of  credit,  our 
spectacular  growth  would  have  been 
impossible." 

He  explains,  "In  the  export  business, 
your  bank  is  crucial.  It  must  arrange 
payment  guarantees  between  buyers 
and  sellers.  It  must  provide  fast, 


accurate  answers  about  prospective 
customers  in  distant  markets,  foreign 
currencies,  shippers,  contracts,  and 
a  lot  more.  Citibankers  always  come 
through,  no  matter  how  complicated 

ATICO  Chairman  T.  Y.  Tsoi^  (right)  and  (k'orge 
Chalmers.  Citibank  .  hsistant  l  ice  President, 
discuss  the  company's  future  growth. 


the  transaction.  Or  how  short  the 
deadline." 

"The  worldwide  network" 

Adds  Citibanker  George  Chalrri' 
The  key  to  our  service  for  atico  ii 
bank's  worldwide  network.  We  hai 
trade  finance  experts  in  nearly  10(1 
countries  around  the  globe.  We  ca 
handle  both  ends  of  any  transactic 
anwhere.  With  complete  informa 
worldwide,  we  have  the  quick  tun 
around  ATICO  needs  to  handle  big; 
and  bigger  volumes." 
In  Taiwan  and  all  over  the  world. 

Citibank  contributes  to  econom 
development  through  better  j 
service  to  its  customers. 
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PEUGEOT 


THE  PEUGEOT  505TURBODIESEL. 

THE  PERFORMANCE  OFATURBQTHE  ECONOMY  OF  A  DIESEL, 
AND  ALL  THE  COMFORTS  OF  A  PEUGEOT 

When  it  comes  to  diesel 
automobiles,  Peugeot  is  in  a 
class  by  itself.  (Peugeot  built 
the  first  one  in  1922.) 

But  the  new  Peugeot  505 
Turbodiesel  is  a  whole  new 
chapter  in  diesel  history.  (It's 
the  first  4-cylinder  turbo- 
diesel in  America.] 

A  diesel  that  performs.  Not 
just  with  speed,  but  with  the 
kind  of  power  that  is  relevant 
to  today's  driving  needs. 

Power  for  start-ups.  Power 
for  passing.  And,  when  it 
comes  to  hills,  power  to 
climb  quickly  and  effort- 
lessly, without  losing  speed. 

Efficient  power,  that  is 
economical  in  concept. 

Because  the  turbocharger 


works  only  on  demand. 

Thus,  the  505  Turbo  deliv- 
ers an  EPA  estimated  36 
mpg  highway,  and  an  esti- 
mated 28]mpg.  Which  trans- 
lates to  an  estimated  range 
of  some  500  miles  (and  over 
600  miles  highway]  without 
refueling; 

Couple  that  with  Peugeot's 
impeccable  handling.  A 
function,  in  part,  of  power- 
assisted  rack-and-pinion 
steering,  power-assisted  disc 
brakes,  and  an  exception- 
ally smooth  5-speed  trans- 
mission (automatic  op- 
tional]. 

Add  the  matchless  com- 
fort of  a  Peugeot.  In  part,  a 
result  of  4-wheel  indepen- 
dent suspension,  extra  large 
Peugeot  shocks,  and  spe- 
cially constructed  foam 


seats  designed  to  all  but 
eliminate  driver  fatigue. 

Your  Peugeot  dealer  will 
give  you  the  details  on 
Peugeot's  36-month  perfora- 
tion from  corrosion  limited 
warranty.  As  well  as  Peugeot's 
standard  12-month  unlimited 
mileage  limited  warranty!' 
See  him  tomorrow. 
And  test  drive  an  automo- 
bile that  wants  for  nothing. 

tManual  5-speed  transmissior  Remember  Compare 
the  Doxe<3  estimote  to  the  estimated  mpg  of  other 
cars  ^ou  mav  get  different  mileage  and  range 
depending  on  how  fost  you  drive,  weather  condi- 
tions, trip  length  and  condition  of  your  cor  Actual 
hwy  mlleoge  and  range  will  probably  be  less  than 
the  hwy  est  Range  figures  are  obtamea  by  multiply- 
ing the  EPA  est  mpg  of  28  and  the  EPA  hwy  est  of  36 
mpg  by  the  505  Turbodiesel  s  tank  capacity  of  18 
gallons. 

'Full  terms  of  these  Peugeot  limited  warranties  are 
available  at  your  dealer 


PROGRESS.  NOTCOrvlPROMISE. 


For  the  name  of  your  nearest  authiorized  Peugeot  dealer,  see  your  local  Yellow  Pages,  or  in  ttie  continental  U.S., 
call  toll  free  800-447-2882  (in  Illinois  coll  800-322-4400). 


DeanWitter 
is  4  times 
better  than 
the  average. 


UBRARY. 


For  nearly  three  years,  Dean  Witter  Reynolds' 
"Recommended  List"  has  outperformed  the  Dow  Jones 
Industrial  Average  by  more  than  4  to  1.  That's  not  only  a 
consistently  high  level  of  performance,  but  a  standard 
that  would  please  even  a  hard-to-please  investor. 

The  Actual  Proof  of  Performance 

An  independent  accounting  firm  compared  the 
performance  of  all  the  securities  on  our  "Recommended 
List"  against  the  Dow  during  the  period  from  January, 
1978  through  September,  1980.  The  results.?  Our  list 
appreciated  in  value  by  66.2%,  over  four  times  more 
than  the  Dow's  14.4%  gain?  It  also  outperformed  Stan- 
dard &  Poor's  "400"  Industrials  and  "500"  Composite  by 

nsiderable  margin. 

C)f  course,  we  know  that  the  impressive  past  perfor- 
of  our  "Recommended  List"  doesn't  guarantee 
success  with  those  recommendations  or  with 
recommendations  in  the  future.  But  with  our 
mising  research  standards  and  timely  recom- 
we  think  we're  bound  to  put  a  smile  on 
ven  if  you're  the  most  demanding  investor. 

search  Standards  Aren't  Standard 

inding  performance  record  of  our 
ed  List"  is  due  in  part  to  our  uncompro- 
ch  standards.  At  Dean  Witter,  we  don't  just 
lid  K      companies  we  consider  for  the  "Recom- 
.  t','  we  turn  them  inside  out.  We  check  every 
;le  to  be  sure  those  recommendations  are 
also  weigh  each  stock's  upside  potential 
downside  risk.  Should  a  stock  meet  all  our 
len,  and  only  then,  does  it  become  a  candidate 
.<ecommended  List"— and  that  should  help  you 
nore  secure  about  your  investments. 

commendation  Is  Only  As  (iood  As  Its  Timing 

ccause  market  values  fluctuate  so  quickly,  we  go 
oui  jf  our  wav  to  make  sure  our  research  data  is  current 


and  our  recommendations  are  on  time  as  well  as  on 
target.  That's  part  of  the  reason  the  track  record  of  our 
"Recommended  List"  is  so  solid.  Demanding  investors 
expect  that  level  of  performance.  That's  why  Dean 
Witter  Reynolds  is  winning  over  more  and  more  of  them. 
No  wonder  Dean  Witter  Reynolds  is  one  investment 
firm  you'll  be  glad  to  hear  from. 

*Both  indices  jtl-  cm  1iim\c  of  di\  idends  and  commissions.  "Recommended  List"  results  were 
achie\ed  onl\  it  jll  rcL<immcndations  were  followed.  .^  report  on  the  performance  of 
indi\  idual  stocks,  including  advances  and  declines,  is  available  at  btanch  offices. 


Dean  Witter  Reynolds  Inc.  ^' 
Calient  Information  Services 
P.O.  Box  5013,  Clifton,  NJ  07012 

Please  send  me  more  information,  includin}^ 
Dean  \\  ictcr  Reynolds'  "Monthly  Investment  Outlook'' 
containing  an  index  of  the  latest  "Recommended  List" 
and  a  copy  of  the  comparative  performance  report. 

Name  


Address. 
Citv  


.State. 


Home  Phone. 


.Zip. 


.Business  Phone. 


If  you  are  currently  a  Dean  Witter  Reynolds  client, 
please  indicate  your  account  executive's  name  and 
office  


Mail  this  coupon  or  call  toll-free 

800-526-7443,ext.l40 


Of 


ext, 

In  New  Jersey:  «()()- .522-450.^  ext.  140 
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Lawsuits:  "The  Wave  Of  The  Future" 

Why  would  a  company  balk  over  an  $  1 8  million  wrongful 
death  award  and  then  agree  to  a  $52  million  out-of-court 
settlement?  Because  of  an  ingenious  delayed  payment  plan 
through  which,  says  one  lawyer  involved,  everybody  came 
out  ahead.  Everybody,  that  is,  but  the  taxpayer  29 

Companies:  Sperry  Corp. 

Square-jawed  Gerald  Probst  richly  deserved  his  elevation  to 
heir  apparent  at  $5  billion  Sperry  Corp.  But  it  is  a  bit  like 
being  promoted  from  the  fr>'ing  pan  to  the  fire  30 
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good  for  you  31 

OPEC:  Read  It  And  Weep 

It's  well  known  and  accepted  that  the  international  oil' 
cartel  is  a  ruthless  monopoly,  determined  to  make  the  West 
pay  dearly  for  its  addiction  to  petroleum  products.  What 
may  be  less  clear  to  Americans  is  the  sense  of  power  and 
triumph  OPEC  feels,  its  determination  to  reduce  the  power 
and  prosperity  of  the  Western  world.  It's  all  set  out  in  an 
OPEC  document  from  which  Forbes  has  excerpted  some 
remarkably  blvmt  passages  32 
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The  coauthor  of  the  Kemp-Roth  bill  is  already  working  o 
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Washington:  The  New  Power  Brokers 

Among  Washington's  lawyers,  there  are  some  new  wmne 
as  the  White  House  changes  hands,  but  no  serious  losei 
That's  the  legal  profession  for  you  ^ 


Mortgages:  Getting  Wrapped 

Piggybacking  on  large,  but  comparatively  low-priced,  fill 
mortgage  debt  is  called  wraparound  lending.  It  has  long  be* 
used  in  commercial  real  estate  and  is  now  beginning 
grow  fast  in  the  residential  market.  This  new  form 
creative  financing  is  giving  some  home  buyers  belo\ 
market  loans — and  long-term  lenders  headaches  ' 
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Companies:  Farah  Manufacturing  Co.,  Inc. 

Years  ago,  William  F.  Farah  was  the  production  genius  oi. 
Paso's  fast-growing  apparel  maker,  his  brother  James  tl 
marketing  man.  Then  James  died  of  a  heart  attack,  ai) 
Farah  staggered  through  the  1970s  taking  two  steps  backfj 
every  step  forward — until  Willie  Farah's  board  persuad^ 
him  to  step  aside  in  1976.  Now  Willie  is  back,  as  aggressii 
as  ever  but  with  some  smart  advisers — and  Farah  seems  i 
be  humming  5 

The  Up-And-Comers:  Preway  \ 

The  instinct  for  survival  comes  naturally  when  you're  faci 
to- face  with  the  alternative  

The  Streetwalker:  If  You  Could  Love  Only  One 

"If  you  could  buy  just  one  stock,  which  would  it  be?"  Evei 
year  The  Streetwalker  puts  that  question  to  a  group 
intrepid  investment  professionals.  In  1980,  a  banner  ye; 
for  the  market,  five  of  the  nine  souls  brave  enough 
participate  lost  money.  Here's  how  the  experts  fared — ar 
some  new  favorites  for  1981  t 

Statistical  Spotlight:  The  1981  Dream  Portfolio 

If  you  were  given  $  I  million  to  invest  at  the  opening  bell  Q 
Jan.  2,  what  would  you  put  it  in? 
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PAID  CIRCULATION  OVER  69O.00O 


While  Forbes  magazine  is  edited  in  New 
York  it  is  actually  written  from  all  over 
the  U.S.  Unlike  many  publications, 
which  treat  their  bureaus  simply  as  fact- 
gathering  organizations,  Forbes  counts 
on  its  non-New  York  staffers  to  operate 


AssisKiHt  Managing  Editor  James  h'la)ugciii 


pretty  much  as  the  New  York-based  staff 
does.  That  is,  the  staffers  gather  their 
own  ideas  locally,  report  them,  and  then 
turn  the  results  into  manuscripts  ready 
for  final  editing.  This,  we  hope,  helps 
keep  us  from  getting  too  parochial,  too 
Manhattan-oriented — a  failing  of  much 


At  a  cost  of  many  thousands  of  dollars 
and  countless  hours  of  frustration,  a 
friend  is  converting  his  New  York  town 
house  from  oil  heat  to  gas.  I  asked  him 
why  bother,  when  natural  gas  prices 
would  be  going  up,  too.  "Because,"  he 
said,  "\  don't  like  to  depend  on  the  Mafia 
for  my  heat."  He  wasn't  talking  about 
the  people  who  deliier  his  fuel  oil  but 
rather  the  organization  that  controls 
most  of  the. supply.  After  reading  the  arti- 
cle that  begins  on  page  32  of  this  issue, 
you  may  well  come  away  agreeing  with 
my  friend — that,  as  far  as  objectives  go, 
those  two  organizations,  Mafia  and 
OPEC,  have  a  great  deal  in  common. 

Economics  Editor  Ben  Weberman  is  a  car 
buff.  Gleefully,  he  tells  this  story:  Gener- 


of  the  national  press  these  days. 

As  Forbes  has  grown  so  has  the  bi 
system,  and  keeping  track  of  it  haj 
come  a  full-time  job.  Enter  James  B 
gan,  44  (no  relation  to  Personal  A| 
Editor  William  Flanagan).  Our  nQ 
Assistant  Managing  Editor,  jim  Flai 
will  supervise  Forbes  editorial 
ations  outside  of  New  York.  It's  al 
as  if  jim  has  spent  his  entire  careei 
paring  for  his  new  assignment — he  i 
of  the  most  traveled  of  all  business 
nalists.  He  began  as  a  reporter  in 
with  the  Intemational  Herald  Tril 
came  to  New  York  to  work  for  the 
deceased  parent  paper,  and  joined  Fo 
in  New  York  when  the  Tnh  ioldi 
1966.  He  ran  our  Los  Angeles  bi| 
from  1969  to  1970;  our  Washingtoj 
reau  from  1971  to  1973;  our  Londoi 
reau  from  1973  to  1977.  Writing  aS 
ments  took  him  to  such  places  a| 
Soviet  Union,  South  Africa,  Egypt,  I 
ria,  Iran,  Saudi  Arabia.  When  we  a 
shop  in  Texas,  we  picked  our  most  < 
rienced  bureau  man  to  head  it — Jim 
igan.  He  left  Forbes  in  1979  to  sp^ 
year  as  business  columnist  for  thfl 
Angeles  Times  and  rejoined  us  a 
months  ago.  How  does  his  wife,  A 
native  of  Ireland,  feel  about  set 
down  in  New  York  after  living  in 
cities  in  15  years?  Says  she:  "This  ii 
last  move.  Absolutely."  Say  we:  A 
feet  fit  between  man  and  job. 


al  Motors  ceased  producing  convert 
in  1976 — the  Mrs.  Grundy  types 
Ralph  Nader  objected  to  them.  The 
200  GM  produced,  a  special  series  c 
the  Centennial,  white  with  red-and 
trim,  became  collector's  items  ano 
price  soared  to  $50,000  on  the  r 
market — about  4  times  original  { 
They  might  have  gone  even  highe: 
for  the  fact  that  numerous  retailers  b 
building  custom  convertibles  on 
Caddy  chassis.  Telling  the  story  is  1 
way  of  showing  that  the  laws  of  si 
and  demand  are  still  valid  in  1 
Speaking  of  a  different  kind  of  conven 
however,  Ben  says  (see  p  92)  they  a 
always  the  best  buy.  No  Ralph  Nade 
wouldn't  ban  them  but  warns  investc 
think  twice  before  buying  them. 


Some  call  it  extortion 
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WE'LL 

IMPROVETHE 
CONNECTION 
BETWEEN 
YOUR 

ITELEPHONE  LINE 
NO  YOUR 
OTTOM 


Your  business  telephone  system  should  be 
a  profitable  investment,  not  just  a  recurring 
rental  expense.  That  means  it  should 
provide  faster,  more  versatile,  more 
efficient  communications  among  all  your 
facilities,  imiprove  your  access  to 
customers  and  suppliers  and  make  you 
more  accessible  to  them. 

General  Dynamics  Communications 
Company  is  the  nation's  largest  architect  of 
business  telephone  networks.  We'll  study 
your  communications  requirements  and 
spot  new  communications  opportunities, 
then  we'll  design  the  most  responsive 
telephone  network  using  branch 
exchanges,  call  distribution  equipment, 
message  accounting,  satellite  links; 
whatever  makes  the  most  sense.  We'll 
prove  our  ideas,  on  paper,  before  you  incur 
any  equipment  cost.  Then  we'll  install  your 
system,  maintain  it,  and  train  your  people  in 
how  to  use  It. 

It's  time  you  considered  a  new 
telephone  system.  Talk  to  the  experts  at 
General  Dynamics  Communications 
Company.  We're  your  surest  connection  to 
profitable  business  communications. 

Call  toll  free:  800-821-7700  Ext.  335 

(In  Missoun  call  800-892-7655  Ext.  335) 

Or  write  our  headquarters: 

12101  Woodcrest  Executive  Drive 

St.  Louis,  Missouri  63141 

GENERAL  DYNAMICS 

Communications  Company 

We'll  make  your 
business  telephones 
pay  dividends. 


Trends 


Edited  By  John  A.(>)nvvay 


The  market  for  sheepskins 

The  economy  may  look  as  murky  as  ever 
but  next  spring's  college  graduates,  at 
least  those  with  a  technical  bent,  can 
expect  sunnier  weather.  The  College 
Placement  Council,  after  sifting  answers 
from  565  large  and  medium-size  private 
employers,  projects  a  10%  rise  in  jobs  for 
new  grads  compared  with  1980.  This  re- 
flected opt-mism  among  the  hirers — 
52%  expected  their  business  to  improve 
in  the  first  half  of  1981.  Technical  gradu- 
ates were  most  in  demand.  New  engi- 
neers can  hope  for  a  16%  rise  in  hiring; 
those  with  master's  degrees,  25%,  and 
holders  of  doctorates,  53%.  Oil  special- 
ists can  look  for  a  34%  increase  in  jobs, 
those  in  public  utilities  and  transporta- 
tion a  24%  increase,  and  accountants  a 
15%  jump.  Bachelor's  degrees  in  math- 
ematics, science  and  similar  areas  will 
see  a  5%  increase  in  demand;  mas- 
ters in  such  subjects  can  expect  a 
21%  and  doctors  a  29%  improve- 
ment. The  survey  by  the  Bethle- 
hem, Penna. -based  council  also 
showed  measurable  improvement 
in  depressed  areas  such  as  auto- 
mobiles, mechanical  equipment 
and  rubber  industries.  In  the  public 
sector,  the  U.S.  Office  of  Personnel 
Management  found  federal  agencies 
anticipating  a  15%  increase  in  hiring 
at  bachelor 's-degree  levels  and  an  11% 
rise  for  those  with  master's  papers.  The 
only  gloomy  note  was  for  liberal  arts 
students.  Hiring  for  nontechnical  gradu- 
ates, the  council  found,  would  be  off  8% 
from  last  spring's  figures. 

Who  owns  America? 

Here  is  the  newest  profile  of  the  Ameri- 
can stockholder  as  traced  by  the  New 
York  Stock  Exchange.  A  new  Big  Board 
survey  found  30  million  adults  and  mi- 
nors owning  corporate  shares  and  mutual 
stock  funds,  an  increase  of  18%  in  five 
years.  During  the  same  period,  the  medi- 
an portfolio  dropped  from  $10,100  to 
$4,000,  mainly  because  younger  Ameri- 
cans are  investing  (median  age  has  gone 
from  52  to  45  since  1975).  The  share- 
holders' median  income  now  stands  at 
$27,700,  about  $1 1,000  above  the  nation- 
al figure. 

Ghoul's  gold 

when  )ohn  Lennon  died,  says  one  Phila- 
delphia record  distributor,  "My  first  re- 
action was  complete  sorrow;  my  second 
was  'Jesus  Christ,  I  have  to  call  Capitol 
Records  and  Warner  Bros.'  "  He  did  and 
ordered  6,800  more  copies  of  Lennon's 
Double  Fatitcisy  album,  released  just  two 
weeks  before  his  murder  and  an  instant 


bestseller.  Riding  the  wave  of  affection 
that  followed  the  untimely  death  of  the 
40-year-old  former  Beatle,  many  dealers 
were  selling  the  new  records  at  list  price 
($8.98)  instead  of  applying  their  usual 
20%  to  40%  discounts.  Add  in  the  fact 
that  35%  to  40%  of  record  sales  are  im- 
pulse purchases,  and  it  looks  like  a  bo- 
nanza for  anyone  with  a  Beatles  or  a 
Lennon  title.  But  records  are  just  part  of 
the  boom  that  followed  the  candlelight 
vigils.  In  the  book  world,  Starlog  Press 
gets  the  prize  for  fast  footwork.  By  coin- 
cidence, it  had  in  print  a  Beatles  memo- 
rial edition  when  Lennon  died.  In  less 
than  12  hours,  the  publisher  had  added  a 


ment  are  Florida,  Georgia,  Iowa,  A/J 
Massachusetts,  Minnesota,  Mon 
New  Hampshire,  New  [ersey,  Rho« 
land  and  Tennessee.  Illinois  and  M 
gan  have  gone  from  age  19  to  21,  Ne 
ka  from  age  19  to  20.  And  where 
youth  be  served?  The  eight  states 
still  let  18-year-olds  buy  their  drinU 
Connecticut,  Hawaii,  Louisiana, 
York,  Texas,  Vermont,  West  Virgini 
Wisconsin. 


special  Lennon  section  and  a  new  cover 
and  was  shipping  to  dealers.  Starlog  ex- 
pects to  make  a  quick  $250,000  from  its 
500,000-copy  press  run  and  says  it  could 
have  sold  twice  as  many.  Avon  Books, 
which  brought  out  A  Twist  of  Lentujn  last 
January,  cranked  out  200,000  more 
copies  of  the  book  following  his  death. 
Popular  Library  is  doing  the  same  thing 
with  a  fresh  press  run  for  its  1971  Lennon 
Remembers,  complete  with  a  new  co- 
ver.R.i.p. 

The  drinking  age 

Eleven  states  have  raised  the  legal  drink- 
ing age  above  18  since  1975,  according  to 
the  National  Association  of  Secondary 
School  Principals,  and  only  eight  now 
permit  18-year-olds  to  drink.  Thirteen 
have  pegged  the  age  limit  at  19,  five  use 
age  20,  and  25  states  allow  alcohol  at  age 
21.  The  high  school  brass,  naturally,  are 
all  for  the  trend.  "When  18-year-olds  are 
allowed  to  drink,"  says  Scott  Thomson, 
the  association's  executive  director, 
"many  problems  develop  on  high  school 
campuses,  at  dances  and  at  games."  The 
latest  to  abandon  the  18-year  require- 


Men  in  the  middle 

Squarely  in  the  middle  of  the  battl 
pected  in  the  new  Congress  over  2 
posed  "subminimum"  wage  for 
agers  will  be  the  eight-member  i 
mum  Wage  Study  Commission,  d 
make  its  final  report  in  May.  R< 
Reagan  and  both  new  and  old  cons 
tives  on  Capitol  Hill  like  the  te« 
wage;  the  AFL-CIO  opposes  it 
ing  it  will  take  jobs  from 
workers.  The  pressures  are  al: 
building.  This  month  the 
mum  goes  from  $3.10  to  $3 
hour,  so  costs  will  )ump  for  r 
ers,  fast-food  chains  and  oth 
bor-intensive  businesses  relyi: 
low-paid  workers.  Labor  wants 
increases  to  begin  in  1982  anc 
proposal  would  index  the  wa, 
inflation.  Carl  Perkins,  chairmj 
the  House  Labor  Committee,  want 
study  commission  to  speed  up  its  r 
so  Congress  will  have  some  early 
ance.  The  group's  lone  business  i 
her,  Warne  Robinson,  who  is  chai 
of  the  G.C.  Murphy  Co.,  thinks 
politically  inspired  speedup  woul 
"tragic."  The  commission,  Rob: 
says,  is  pro-union  and  will  prol 
follow  the  AFL-CIO  line  of  no  subi 
mum  for  youths  and  fat  boosts  in 
minimum  itself  for  the  future, 
chairman  of  the  study  group  is  J 
O'Hara,  a  Washington  lawyer  and 
time  Democratic  congressman 
Michigan  who  has  strong  union 
Two  other  commissioners  worfc 
unions,  two  are  college  professors,  c 
a  Michigan  cattleman  and  the  oth 
executive  vice  president  of  the  Nat 
Consumers  League. 


The  ax-man  cometh 

Ronald  Reagan's  top  tax  adviser,  C 
Walker,  a  Washington  lobbyist  whc 
Deputy  Secretary  of  the  Treasury  i 
Richard  Nixon,  predicts  there  wi 
"blood  on  the  streets"  of  the  capital 
spring  when  federal  agencies  see 
much  has  been  cut  from  their  1982 
gets.  The  blueprint,  he  says,  calls  fa 
ing  to  cut  2%,  or  $13  billion,  out  c 
1 98 1  budget  and  then  coming  in 
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©Eastman  Kodak  Company,  1980 


lie 

;bati 
ovei 

foi 
ibfi 
on, 
iV,  I 
J  coo 
hen 
scs 
lom 
aiei 
the 
oS3 
)foi 
Jot! 
relr 
ivani 
hi 
c  w. 
airj 
wail 

Its 

ess 


"A?id  now  a  special  award  to  Harvey  Frobisher,  who 
singlehandedly  unjammed  the  copier  eight  times  this  week! 


Sure,  copiers  jam.  But  the  question  is,  l^ow 
iften?  And  how  seriously?  If  it  happens  a  lot,  takes  a 
Ong  time  to  correct,  and  gets  people's  hands  dirty, 
here  may  be  something  lacking  in  the  basic  design. 

Kodak  copiers,  people  say,  are  uncom- 
nonly  easy  to  live  with.  Because  they're  so  well  de- 
igned. A  straight-line  paper  path  minimizes  the 
:hance  of  a  jam.  And  mokes  it  easy  to  clear,  quickly 
3nd  cleanly,  when  it  does  happen. 
I  May  we  demonstrate? 

/Vrite:  Eastman  Kodak  Company 
PD0494  ,  Rochester,  N.Y.  14650. 

Kodak  copiers.  A  jam  is  easy  to  fix, 
but  you  seldom  have  to. 


Kodak  Ektaprint  copier-duplicator 


DAY  IN  FLORIDA  ^IV. 


Budget  offers  a  FREE  Rental  Day  with  this  ad  when  you  rent  any 
size  car  from  Budget  for  four  days  or  longer!  This  offer  even 
applies  to  our  low,  low  weekly  rates.  The  larger  the  car,  the 
greater  the  savings!  We  Rent  Plymouth  &  Other  Fine  Cars.  For 
reservations  see  your  travel  agent.  < 


WEEKLY 

RATES  FROMl 


TOLL  FREE 
800-228-9650 


FREE  UNLIMITED 
MILEAGE 


'Rates  subject  to  change  without  notice.  Special  Budget  Rate— Limited  Availability.  Offer  valid  on  rentals  to 
April  15, 1981.  No  other  discounts  apply.  FREE  Day's  rental  charges  will  be  pro-rated  and  deducted  from  total  cost.  ] 
Special  offer  does  not  apply  to  gas  and  optional  coverage.  Use  restricted  to  Florida.  Available  only  at  airports  serving  I 
Miami  (In-terminal),  Ft.  Lauderdale.  Daytona  Beach,  Tampa,  Sarasota  (In-terminal),  Orlando,  West  Palm  Beach. 


Miami  and  Sarasota  now  in-terminal 


rentacar  ^ 


A  BUDGET  SYSTEM  LICENSEE 


Ccsnpaie  yields: 


Call  free  1-800-638-5660* 

A  savings  accoLintt  is  certainly 
dependable  for  everyday  emergencies. 
But  in  these  times  of  spiraling  infla- 
tion, it's  also  important  to  seek  maxi- 
mum return  on  your  money.  In  addition 
to  high  current  yields,  the  Rowe  Price 
Prime  Reserve  Fund  offers  these  attrac- 
tive advantages: 

□  Prompt  liquidity  with  no  withdrawal 
/  penalty. 
□  Free  check  writing. 
□  Toll -Free   telephone  redemption/ 
transfer. 

□  No- Load.  No  sales  charge  or  redemption 

/penalty. 
U  Minimum  initial  investment,  just  $1,000 
;   (as  little  as  $100  thereafter). 

'In  Baltim(iro.'>47-2:lllH,  FJsewhcrc  in  Mii  —  1-  HIH) -l<12-l!"7fi. 


Rowe  Price  Prime  Reserve  Fund,  Inc. 


A  6 


100  E.  Pratt  St.  Baltimore,  Mar\  land  21202 


Name  

Address- 
City  


.  State- 


Zip- 


For  riiore  complete  information,  including  management  fee  and  other  charges  and  expenses, 
obtain  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 
tYour  investment  in  a  savings  account  is  insured  by  a  government  agency  while  Fund  shares 
are  subject  to  market  fluctuations.  However,  your  savings  account  investment  is  limited  to  a 
fixed  return. 


Trends 


axes  flying  on  the  1982  proposals  [i 
Carter  will  send  up  to  Capitol  Hi  I 
month.  Where  will  the  chips  fall?  Vi 
mentions  slashing  travel  expense 
lopping  off  government  public-reh 
staff  as  two  ways  to  cut  back  f« 
spending.  He  even  sees  help  fror 
legislature,  saymg  that  the  most  ii 
tant  move  the  new  Congress  has  m 
naming  Representative  James  Jor 
conservative  Oklahoma  Democra 
chairman  of  the  House  Budget  Cor 
tee.  And  by  the  end  of  1981,  W 
predicts,  the  prime  rate  could  fall 
below  10%  as  the  new  President's 
inflation  policies  take  hold. 


Megaflops 

The  increased  presence  of  super 
puters — the  $4  million-to-$15  milln 
ants  used  in  weather  forecasting,  sei 
computations  and  other  abstruse  )( 
has  produced  a  new  word  for  the 
agement  vocabulary.  Capacity  ot 
king-size  machines  is  measured  in 
lions  of  floating-point  operations  pe 
ond — "megaflops"  in  computerese 

Home,  sweet  home 

Living  room  in  Manhattan,  ah 
priced  in  the  stratosphere,  is  mc 
toward  outer  space.  Apartment  ren 
$3,000  to  $5,000  a  month  will  get  i 
commonplace  this  year,  according  t< 
frey  Rodman,  a  New  York  rental  a; 
"Although  rents  stabilized  somewh 
the  last  six  months,"  he  says,  "inert 
construction,  renovation  and  ma 
nance  costs  will  spark  a  new  rour 
rent  hikes."  Well-heeled  Europeans 
helping  the  upward  pressure,  he 
noting  that  he  had  just  handle 
$12,000-a-month  lease  on  a  Park  Avi 
duplex  for  one.  Coop  apartments  are 
ing  the  same  curve  and  million-d 
sales  will  be  almost  routine  in  1981, 
another  agent,  Marilyn  Harra,  st 
vice  president  of  L.B.  Kaye  Associ 
which  specializes  in  coops,  condos 
town  houses.  To  prove  it,  she  tells  of 
client  who  recently  paid  $1.35  mi. 
for  a  Fifth  Avenue  coop,  changed 
mind  within  six  weeks  and  resold  it 
profit  of  $300,000.  Like  Rodman,  a 
Harra  cites  as  one  factor  wealthy  Eur 
ans  and  South  Americans  who  1 
flocked  into  New  York  during  the 
ten  years  with  money  to  bum.  Je 
Rodman,  however,  does  find  one  si 
lining.  Middle-income  natives,  i 
souls  in  the  $30,000-to-$40,000  braq 
he  says,  are  finding  shelter  in  the  c 
"new  neighborhoods" — the  near-sl 
that  had  been  rated  too  far  gone  to 
vide  suitable  housing. 
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Leadership 

makes  Williams  worth  watchin9  in  the'80s» 


L    The  Williams  Companies  invested  nearly  one  and  one-half  billion  dollars  during 
the  '7q4  to  develop  and  improve  its  leadership  positions,  and  it's  paying  off  with  signifi- 
cantly increased  earnings.  Our  Agrico  Chemical  Company  was  expanded  and  devel- 
oped into  one  of  the  world's  largest  and  most  cost-effective  miners,  manufacturers  and 
mai^eters  of  chemical  fertilizers.  Our  Williams  Exploration  Company  was  built 
fro^ii  scratch  into  a  successful  oil  and  gas  exploration,  development  and  transportation 
fir/n  with  substantial  production  and  an  enviable  inventory  of  undeveloped  leases. 
O^r  Williams  Pipe  Line  Company  increased  capacity,  broadened  service  lines 
a^d  lengthened  its  pipeline  system  -  already  the  world's  largest  independent  common 
farrier  system  -  to  8,500  miles.  We  acquired  a  27.5  percent  interest  in  the  nation's 
largest  coal  producer,  Peabody  Coal  Company.  And,  we  , 
lincreased  the  assets  of  our  Edgcomb  Metals  Company  nearly 

I  seven-fold,  making  it  one  of  the  largest  independent  owners  and  ' ^^m'J^^m''^' 

operators  of  metals  service  centers  in  the  United  States.  ^^m^^^Jr''^' 

WILLIAMS 


In  addition  to  its  leadership  po^iiions,  Williams' corporate  balance,  financial  flexibility  '^^Km  jUt^m  ' 

arid  increased  earnings  make  'Williams  worth  watching  in  the  '80s."  Learn  more  about  'mmmmm  m  m  ^  m  m.^^ 

Wiliiams  (Wf^B-NYSE)  by  writing  L.  R.  Francisco,  manager-investor  relations.  The  WmMM  M  tAmJi^ 

Williams  Companies.  One  Williams  Center.  Tulsa.  OK  74172.  WW mmm^mW^MWM^ 

n  ^'  THE  FERTILIZERrENERGY  AND  METALS  COMPANY 

Agrico  Chemical  Company  •  Williams  Exploration  Company  •  Williams  Pipe  Line  Company  •  Edgcomb  Metals  Company 


AMF  TODAY  LEISURE'S  NOT  OUR  ONLY  GAME. 

WFRE  HELPING 
THE  WORUrS 

ENBHiYPIiODU 
GETBEnER 

MILEAGL 
FROMIHBRH 


An  oil  or  gas  well  that's 
not  producing  can  cost  its 
owner  over  $10,000  a  day.  And 
one  of  the  major  causes  of  pro- 
duction breakdown  is  pipe  failure.  But  thanks  to 
AMF  Tuboscopef  energy  producers  all  over  the 
world  are  getting  more  mileage  from  their  oilfield 
pipe  and  production  tubing  than  ever  before. 


For  over  40  years,  AMF  Tuboscope  has  been 
world  leader  in  supplying  technologically 
anced  inspection  and  coating  services  for 
leld  tubulars. 

Today  these  services  include  the  latest  in 
tromagnetic,  ultrasonic,  and  gamma  ray 
ices  to  detect  pipe  flaws  and  improve  reliability 
ong  them,  too,  is  a  complete  range  of 
rrosion-resistant  coatings  that  extend  pipe  life 


and  help  prevent  multi-million 
dollar  failures  in  wells  that  can 
run  as  deep  as  SV?  miles  into 
the  ground. 

And  now,  working 
from  more  than  100  service 
locations  worldwide,  AMF 
Tuboscope  is  providing  these 
and  other  specialty  services 

to  the  drilling,  producing,  SlSSSe^^d^P- 

and  pipeline  industries,  uncoated  23/8" tubmg  recovered 

,     I    ■  ,  ,      .  from  an  oil  well  after  8  years  of 

helping  them  to  protect  service,  Uncoated  lengtfi  failed 

investments  and  increase         after  fourth  workover,  but  amf 

.  .  Tuboscope  coated  segment 

productivity.  showed  no  corrosion  damage. 

This  is  Tuboscope  today,  part  of  AMF  today. 
Energy  Services  and  Products,  Specialty 
Materials,  Electronic  Controls  and  Systems, 
and,  of  course,  America's  leader  in  the  leisure 
field.  All  growing  in  importance,  revenues, 
and  profits. 

For  more  information  about 
AMF  today,  write  us  at  AMF- 
Dept  100, 777  Westchester 
Avenue,  White  Plains, 
New  York  10604. 


AND YOU THOUGHT 
ALLWE  MADE  WERE  WEEKENDS. 


A/IF  Incorporated,  1981 


Follow-Through 


STEIN  OFFER 

Enjoy  the  great  taste  of  Olympia  beer  in  handcrafted, 
imported  glazed  ceramic  turn-of-the  century  beer  steins. 
Each  IS  a  fine  rephca  of  old-time  Bavarian  stemware. 
Available  with  or  without  lid.  Now  offered  at  special 
"old-time"  prices: 


Enclosed  is  my  check  or  money  order  for  $   .  _ 

Please  charge  my  DVISA  or  □  MASTERCHARGE  card. 
Please  write  your  card  number  m  the  space  below: 


1  1  1  1  1  1  1 

Mjiiercnjioe  Eipiniicn 

Mo 

(Your  signature  as  it  appears  on  credit  card.) 


STATE 


2!1P 


CITY  

Fnces  include  taxes  and  shipping  charges  Ofter  good  while  supply 
lasts  or  until  Decembei  31.  I98i   Offer  good  only  m  continental 
United  States  and  void  where  prohibited  or  lestncted  by  law 
>5'1980  Olympia  8ie*ing  Co .  Olympia  WA 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $30  □  3  years  $60 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  add  $5  a  year.  Orders  for  other 
countries  add  $18  a  year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (plea.se  prim ) 


New  .address: 


City- 


Zip 


Date  of  Address  Chan,8e 


14826 


Please  send  me  postpaid  the  lollowmg 

Oly  Stein  Offer   21  oz  Oly  Stein(sl  vnth  lid  at  $18.95 

P  C  Box  2008,  Dept  14 
Olympia,  WA  98507 


-  21  oz  Oly  Slein(s)  w/out  hd  at  $9.95 
.  16  oz  Oly  Stein(s)  with  lid  at  $10.95 
_  16  oz  Oly  Stein(s)  w/out  hd  at  $6.95 


Long  live  the  King 

Walter  Mack  is  not  a  modest  man.  Two 
years  ago — at  83 — the  longtime  ( 1 938-5 1 ) 
president  of  Pepsi-Cola  was  back  in  the 
soft-drink  lists  with  the  grandiloquently 
titled  King  Cola  World  Corp.  and  flatly 
predicting  that  he  would  be  number  one 
in  the  cola  field  in  ten  years  |FoRBES,;Vor. 
27,  1978].  Those  were  heady  hopes.  Coke 
and  Pepsi  between  them  held  and  still 
hold  probably  88%  of  the  cola  market, 
with  RC  Cola  owning  about  7%. 

Undeterred,  Mack  says  his  King  Cola 
brand  is  now  on  sale  in  41  states  and  will 
be  in  all  50  in  1981.  He  has  also  added  a 
one-calorie  Slim  King  Cola  label  and, 
demonstrating  that  he  has  lost  none  of 
his  old  flair,  has  brought  in  Gloria  Van- 
derbilt  as  a  new  stockholder  to  promote 
it.  Gloria,  who  has  used  her  slender  lines 
to  promote  her  jeans,  will  do  TV  promo- 
tion for  Slim  King,  Mack  says.  (He  has 
the  ageless  Arthur  Godfrey  to  star  in  his 
radio  promotion.)  To  help  Gloria  out, 
Mack  has  had  a  doctor  and  a  dietician 
from  Columbia's  College  of  Physicians  & 
Surgeons  whip  up  a  seven-day  diet  for 
him,  for  a  promotion  giveaway. 

On  a  more  prosaic  level,  Mack  is  stick- 
ing to  the  price  angle  that  he  used  to 
build  Pepsi-Cola,  the  "Twice  as  much  for 
a  nickel  too"  theme  that  ranks  among 
Madison  Avenue's  classic  golden  oldies. 
This  time,  he  has  devised  a  distribution 
ploy  to  keep  down  costs  for  the  "king- 
doms" that  are  doing  the  actual  distrib- 
uting of  his  cola.  By  delivering  directly  to 


supermarket  chain  warehouses,  he  s, 
distribution  cost  can  be  held  to  12  ci 
a  case  while  Coke  and  Pepsi,  he  clan 
are  spending  up  to  $1.75  to  deliver 
individual  stores. 

With  all  that,  plus  his  expected  nati 
al  distribution  this  year  (to  say  noth 
of  Miss  Vanderbilt),  Mack's  dreams 
becoming  the  number  one  cola  are  ur 
minished.  "We  gotta  win,"  he  says. 


The  price  of  tax  cuts 

For  a  while  in  December,  Boston  c 
celed  weekend  burials  at  its  four  mun 
pal  cemeteries.  Bizarre?  It  was  |ust  \ 
of  the  city's  effort  to  make  ends  m 
under  Proposition  Vh.  That  law 
proved  by  voters  in  November,  hnj 
local  property  taxes  to  lVi%  of  asset 
value,  cutting  those  revenues  by  uf 
75%  in  some  communities.  The 
shock,  Forbes  noted  (Sov  24,  19t 
would  likely  be  a  suspension  of  Moo 
ratings  on  all  Massachusetts  debt  is! 
and  savage  budget  cuts  by  munici 
ities,  particularly  Boston,  where  half 
budget  is  for  fixed  costs  like  debt  servi 
Moody's  still  hasn't  changed  its  I 
ton  ratings  but  Standard  &  Poor's  do 
graded  theirs  early  in  December 
next  day  Boston  Mayor  Kevin  Whiti 
nounced  $97  million  in  cuts,  1 1%  ol 
1981  budget.  Police  and  firemen  will 
25%,  public  works  30%,  parks  and  re 
ation  60%  and  health  and  hospitals  5( 
Mayor  White  can  make  these  cuts 
fiat,  but  his  staff  expects  to  be  tied  u] 


Walter  Mack  of  King  Cola  and  Gloria  Vanderbilt 
I/nquencftoble  hopes Jor  the  top  spot  in  the  cola  world.. 
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TWA  unseats 
the  competition 


TWA's  new  747 Ambassador  Class  to  Europe. 
Wider  seats  and  more  legroom  than  any  other  airline. 


Now  there's  a  business  class 
with  only  six  seats  across  in- 
stead of  nine  or  ten.  With  only 
window  and  aisle  seats— no 
middle  seats.  And  with  seats  a 
lot  wider  than  the  usual  busi- 
ness class  seats.  TWA's  new 
Ambassador  Class  to  Europe. 
Today,  several  of  our  747's  have 
it;  by  June,  all  of  them  will. 


Along  with  the  extra  comfort, 
you'll  find  a  lot  of  extras.  Like 
a  special  check-in  area  to 
speed  you  through  the  airport. 
Free  drinks  and  appetizers,  to 
relax  you  in  the  air.  And  more. 
TWA's  new  Ambassador  Class. 
Compared  to  other  busi-^ 
ness  classes,  there's 
no  competition. 


You're  going  to  like 


The  Eeveh  -  Hundred-Dallar 
Eof tiuarE  PragrammEr 

Companies  like  American  Airlines,  Amoco  Research,  Cities 
Service  Company,  and  The  Williams  Companies  are  getting  an 
EDP  bargain  —  a  comprehensive  2-year  EDP  training  program, 
for  just  $700  per  student. 

Their  own  computer-management  people  act  as  faculty  for  our 
community  college's  specialized  program.  This  partnership  of 
business  and  education  provides  a  curriculum  tuned  to 
business'  needs,  and  a  steady  output  of  highly  skilled 
graduates.  At  minimal  corporate  cost. 

It's  happening  in  Tulsa  —  a  centrally  located  computing 
community  ranking  among  America's  largest.  For  more  on 
Tulsa's  EDP  credentials,  write: 

John  Degitz,  Manager-Marketing 
Economic  Development  Commission 


Follovv-llirou^i 


Where  business,  government,  and  people  create 
America 's  Most  Beautiful  Partnership 

i'  1980,  Economic 

Developnent  Commission  of  Tulsa 


court  for  months  as  the  city's  unions  ; 
others  challenge  the  slashes  on  consti 
tional  grounds.  (One  judge  has  aire 
questioned  the  law's  sanction  of  tax 
ductions  for  rent.)  Meanwhile  the  H 
budget-writing  process  is  under  way. 
sides  the  bloodletting,  White  is  consi 
ing  new  revenue  measures,  includin 
hotel  tax  and  fees  for  services  like  j 
bage  collections.  "The  idea,"  says  < 
member  of  the  mayor's  staff,  "is  to  le^ 
age  revenues  from  people  who  use 
city  but  don't  live  here" — in  other  wo; 
the  suburbanites  who  started  the  tax 
volt  in  the  first  place. 


Gotterdammerung 

"You  shouldn't  even  call  our  situatio 
turnaround  possibility,  because  we  w 
never  in  bad  shape,"  Heinz  Gundla 
chief  executive  officer  of  Fed-Mart, 
$1  billion  discount  chain,  boasted 
Forbes  last  summer (/w/zfJ.l  191^0).  F 
Mart  would  wipe  out  1979's  $1 1  mill 
loss  and  break  even  in  1980,  he  si 
thanks  to  his  new  president,  Bern 
Litwak,  formerly  of  King's,  the  Nor 
east  discount  department  store  chi 
and  a  new  chief  financial  officer,  Willi 
Sliney,  from  Carter  Hawley  Hale. 

Fiscal  1980  came,  and  with  it  losse; 
$6  million.  Litwak,  only  five  months 
the  job,  was  asked  to  resign.  "Gundl. 
expected  too  much  too  fast,"  says 
angry  Litwak,  who  was  brought  in, 
part,  to  improve  nonfood  sales.  "My  < 
missal  was  unexpected  and  totally 
warranted."  Sliney  left  too,  in  protest 
says,  over  Litwak's  firing. 

Last  month  the  ax  fell  on  Gundl; 
himself,  led  to  the  block  by  Fed-Ma 
chairman  and  principal  stockholc 
German  retailing  giant  Hugo  Ma 
Gundlach,  a  former  investment  bani 
had  convinced  his  landsniaun  to  1: 
64%  of  Fed-Mart's  stock  in  1975,  a  pt 
tion  which  now  is  88%.  Mann,  basec 
Karlsruhe,  West  Germany,  instal 
Gundlach  as  his  personal  representat 
and  poured  $60  million  into  expansio 

Gundlach's  spot  as  Mann's  prot 
looked  as  unassailable  as  Valhalla,  ho 
of  the  Teutonic  gods.  But  Valhalla  ev 
tually  went  up  in  flames  and  so 
Gundlach  (although  he  is  still  an  exe 
tive  committee  member).  Litwak,  \^ 
never  met  or  even  spoke  with  Ma 
says:  "I  never  realized  how  bad  a  cc 
pany  could  be.  Heinz  Gundlach  was  cc 
pletely  insensitive  to  the  people  in 
company.  It  was  not  a  nice  place 
work."  Fed-Mart's  new  president  ; 
Mann's  new  man  is  Jan  Heydorn,  4£ 
Karlsruhe  transplant.  Unlike  Gundla 
he  has  a  retailing  background — wh 
could  make  a  difference. 
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CPT  explains  why 
some  word  processors  are 
smarter  than  others 


CPT  begins  with  a  plain-English  explanation 
of  what  word  processing  is — and  shows  how 
an  advanced  word  processor  can  also 
do  your  payroll,  records  manage- 
ment, and  financial  typing. 


Before  you  can  understand  all 
the  things  a  word  processor 
jdoes,  you  have  to  understand 
the  main  thing  it  does. 

Word  processing  is  simply  a 
'aster,  easier,  less  expensive  way 
i  l  :o  type.  With  a  modem  word  pro- 
lil  :essor  (such  as  the  CPT  8000,  right),  you 
s  ype  on  a  screen  instead  of  paper 
So  you  can  work  at  fuO  rough-draft 
peed  without  worrying  about  errors, 
-eave  out  a  word  or  a  paragraph?  No 
vorry.  Just  go  back  and  type  it  on  the 
icreen.  You  can  even  readjust  the  entire 
ext  without  retyping. 


"Electronic  filing" 

Vlost  word  processors  have  some  form  of 
forage.  This  may  range  from  a  magnetic 
ard,  holding  a  single-page  letter,  to  the 
disks  used  in  the  CPT  8000,  which  hold 
5ver  a  hundred  pages  each. 

i\ 

M 
lol 
M 


This  electronic  storage  allows  you  to 
I'call  individual  pages  to  the  screen  in 
rconds.  So  you  can  make  changes  as 
Msily  as  you  corrected  the  original. 

When  the  document  meets  your  stan- 
iards,  you  transfer  it  from  screen  to 
-'aper  — at  up  to  540  words-per-minute. 

More  than  Words 

,  '^iic  ot  the  features  of  an  advanced  word 
processor,  such  as  the  CPT  8000,  lets 
,  ou  alter  a  word  processor's  intelligence, 
I )  do  things  far  beyond  conventional 


typing. 

Special  pro- 
gram disks  (don't 
worry,  u'e  do 
the  program- 
ming, not  you 
transform  the 
CPT  8000 
word  processor 
into  a  mini-computer,  and  more 

Sort  alphabetically  or 
numerically 

A  lawyer  filing  a  class  action  suit,  for 
instance,  can  enter  tens  of  thousands  of 
names  and  related  data  on  storage 
disks,  then  use  the  CPT  DiskSort™ 
program  to  select  lists  of  individuals 
by  up  to  26  different  criteria, 
such  as  name,  age,  ZIP  Code,  or 
.  ,^  any  other  alpha-numeric  key. 

Built-in  calculator 

The  CPT  MathPak™  lets 
'  l^^^V    you  use  your  word  pro- 
cessor  to  do  annual  re- 
^  ports  and  financial 

\      statements  in  a  fraction 
of  the  time  they  used 
to  take,  because  basic  arithmetic  functions 
can  be  done  \xAt\\\n  the  CPT  8000  itself. 

Say  you're  mailing  a  profit  sharing  letter 
to  200  participants.  With  a  few  simple 
commands,  your  CPT  8000  can  custom 
tailor  each  letter,  figuring  percentages  of 
contributions,  and  dividing  them  into 
individual  employees'  accounts. 

Mini-computers 

Many  offices  use  the  CPT  CompuPak™ 
disk,  with  its  advanced  accounting  capa- 
bilities, in  place  of  a  mini-computer 


This  prt>gram  enables  their  CPT  8000  to 
do  their  payroll,  accounts  receivables,  and 
even  their  inventory. 

Larger  firms  also  link  their  CPT  8000 
to  their  data  processing  computer,  trans- 
ferring information  directly  to  typewritten 
reports. 

Word  processors  can  also  "talk"  to 
each  other  electronically,  do  automatic 
mailings,  and  more.  For  a  more  thorough 
explanation  of  the  many  things  word 
processors  can  do,  send  for  our  free 
booklet  CPT  Takes  the 
Mystery  Out  of  Word 
Processing.  ,  ^ 

CPT 


Mail  to:  CPT  Corporation 
P.O.Box  17 

Minneapolis,  MN  55440 
I'd  like  to  know  more  about  word  processing  and 
tlie  CPT  8000.  Please  send  me  your  free  booklet 
CPT  Takei  the  Mystery  Out  of  Word  Processmg 


Name. 


Title/Company. 
Address  


.State. 


.ZIP_ 


Phone  I 


Readers  Say 


Loanshark  rate 

Sir:  The  mafia  word  "vigonsh"  would  be 
more  apropos  to  the  current  prime  rate. 
Where  Almighty  God  requires  but  a  tithe 
of  human  labor,  how  dare  mortal  men 
ask  for  more? 
—B.VC  Brown 
Winter  Park.  Fla. 


Indexing:  inflation  symptom 

Sir:  Inflation  indexing(/«»  5J  is  certainly 
not  a  healthy  trend,  but  the  pressure  for  it 
will  grow  in  an  inflationary  environment. 
People  and  businesses  can't  be  expected  to 
react  passively  to  inflation's  ravages. 

Why  shouldn't  business  try  to  preserve 
profits,  profit  margins  and  returns  on 
capital  by  raising  prices  when  possible? 
Managements  would  be  negligent  if  they 
didn't.  And  is  it  surprising  that  working 
people  and  retirees  attempt  to  save  the 
purchasing  power  of  their  salaries  and 
pensions? 

Getting  rid  of  formal  indexing  isn't 
going  to  cure  inflation.  We  had  virtually 
no  indexing  in  the  1960s— yet  inflation 
was  a  growing  problem.  We  had  only  a 
smattering  of  indexing  in  the  early 
1970s,  and  inflation  reached  double  dig- 
its. It  didn't  go  away.  Only  as  it  became 
apparent  that  inflation  was  no  passing 
phenomenon  did  the  indexing  move- 
ment really  take  off. 

There  are  obviously  plenty  of  argu- 
ments as  to  how  inflation  should  be  re- 
versed, but  in  the  meantime,  people  will 
try  to  protect  themselves  any  way  they 
can — including  indexing. 
—John  Reynolds 
New  York,  N  Y. 


Sunday  elections 

Sir:  Re  your  supportive  comments  (Fact 
and  Comment.  Dec  8,  1980)  regarding  my 
bill,  H.R.  7928,  to  change  Election  Day  to 
Sunday  and  require  all  polls  across  the 
country  to  open  and  close  at  the  same 
time  during  the  1984  and  1988  presiden- 
tial elections.  H.R.  7928  would  help  to 
reverse  our  nation's  dangerous  trend  of 
declining  voter  turnout. 
— Representative  Mario  Biaggi 
Tenth  District,  New  York 
Washington.  D  C. 


Don't  leave  out  Alaska 

Sir:  In  "Knowing  The  Presidential  Elec- 
tion Results  Long  Before  The  West's 
Polls  Are  Closed"  (Fact  and  Comment, 
Dec.  8,  1980),  you  say,  "Carter's  conces- 


sion before  the  citizens  of  California, 
Oregon,  Washington  and  Hawaii  had  fin- 
ished voting  cost  other  candidates  on 
both  tickets  thousands  of  votes." 

You  left  out  Alaska,  where  you  had  an 
excellent  example  of  the  very  point  you 
were  making.  Polls  here  closed  two  hours 
after  the  West  Coast,  five  after  the  East 
Coast.  It  was  midafternoon  when  Carter 
conceded,  so  a  goodly  number  of  us 
threw  our  votes  to  other  presidential 
candidates,  especially  John  Anderson, 
who  had  no  visible  support  up  here,  and 
the  Libertarian  Party's  Ed  Clark.  Clark 
received  barely  1%  of  the  vote  national- 
ly; in  Alaska,  more  than  10%. 
— Kathleen  Becker 
Anchorage.  Alaska 


What's  that? 

Sir:  I  am  a  consulting  geologist  who  also 
collects  mineral-crystal  specimens  as  a 
hobby.  Your  article  on  colored  stones 
was  entitled  "A  tsavorite  for  your  Christ- 
mas list?"  (Dec.  8,  1980).  What  in  the 
mineral  world  is  a  tsavorite?  I  have 
looked  it  up  in  four  mineral  books  and  an 
unabridged  dictionary,  with  zero  result. 
Is  it  a  hoax? 
—Robert  H.  Paschall 
Sacramento,  Calif. 

Tsavorite  is  the  trade  name  coined  by 
Tiffany's  for  transparent  green  grossularite 
garnet,  a  semiprecious  stone — Ed. 


Food  for  thought 

Sir:  You're  not  listening  to  yourselves. 
On  page  68  of  your  magazine  (Dec.  22, 
1980),  you  compare  National  Lampoon 's 
Matty  Simmons  to  ".  .  .  the  little  girl 
who  set  up  a  lemonade  stand  selling  the 
juice  at  $100  a  glass.  'I  only  have  to  sell 
one,'  she  said."  Five  pages  later,  I  see 
your  own  ad  for  The  Sayings  of  Chairman 
Malcolm  in  a  fortune  cookie  form  at  $15  a 
shot.  How  many  do  you  hkve  to  sell? 
— Christopher  Dunn 
St.  Louis,  Mo. 

The  quantity's  limited  to  the  number  of 
buyers  —  "NiSY 


That  Milwaukee  market 

Sir:  In  your  article  on  organized  crime, 
you  state  that  "the  Balistrieris  are  al- 
ready the  biggest  factor  in  the  [Milwau- 
kee] vending-machine  business,  but 
they've  apparently  decided  to  go  for  a 
total  monopoly."  As  the  national  associ- 
ation of  the  vending  and  food-service 


management  industry,  we  know  the  f 
waukee  market.  This  allegation  is  c 
pletely  unfounded. 

—Walter  W  Reed 

Directrjr  of  Public  Relations, 

National  Automatic  Merchandising 
Association 

Chicago,  III 

Our  comments  were  based  on  FBI  aff 
vits.  We  hat'e  since  received  letters  from  i 
panies  claiming  25%  o/ the  .Milwaukee  vc 
ing-machine  market  that  dtipute  the  im^ 
tance  of  the  BalL^trieri  position,  but  25 
obviously  a  mirumty  share  —  Ed. 

Sir:  In  one  of  your  articles  on  organ 
crime,  you  state  that  the  Balistrieris 
now  "eyeing  Falls  Food  Vending.' 
the  owner  of  Falls  Food  &.  Vending 
vice,  I  am  deeply  grieved  at  the  t 
accusation  you  have  printed. 
—Jerry  Engle 

Falls  Food  &  Vending  Senice 

Butler,  WLs. 

Forbes  is  happy  to  hear  that  Falls  Fooa 
thwarted  the  Balistrieris'  ambitions — En 


Alcoholic  energy 

Sir:  I  just  got  back  from  a  two-w 
business  trip  to  Argentina  and  Br 
You  ought  to  see  what  extraordinary 
vances  the  Brazilians  have  made  ^ 
pure  alcohol  as  a  fuel  for  automob 
Very  soon,  half  of  all  personal  cars 
run  on  the  stuff. 
— Stephen  S.  LaRue 
New  York,  N  Y 


What's  a  sextillion? 

Sir:  You  are  surely  right  in  your  opi: 
of  the  value  of  percentage  foreca- 
over  any  long  period  of  time  (Fact 
Comment.  Dec  22.  1980). 

Your        numerical  figures 
$901,181,270   (followed   by  33 
could     have     been  expressed 
901,181,270  decillion  U.S.  dollars 
France — with  their  franc  @  4.537 
U.S.  dollar— as  4,088,659,422  deci 
French  francs.  In  Great  Britain — 
their  pound  sterling  @  0.427  per 
dollar — as  384,804  sextillion  or  0. 
septillion  pounds  sterling. 

We  have  become  so  adept  at  thro\ 
the  words  billions  and  trillions  arc 
perhaps  we  should  get  familiar  with 
words  that  express  numbers  of  30  t 
digits. 

—Johfi  C.  Steivart 
Sonoma.  Calif 
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STE  BEYOND 
12'YEAR'OLD  SCOTCH 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  Tl-ie  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of  . 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smoodi- 
ness'and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Tr>'  the  taste  beyond  premium 
Scotch. 

The  Glenlivet 

Unchanged  since  1824. 


IN  TERMS  OF  PERFORMANCE,  COMFOl 
THE  MOST  BEAUTIFUL  CARS  IN  THE  WORl 


How  dare  we  call  the  new  1981  Saab 
900  one  of  the  most  beautiful  cars  in  the 
world,  what  with  its  wrap-around  wind- 
shield, pointy  front  end,  sloped  rear  end 
and  just  plain  all-around  strange  looks? 

Well,  if  you  look  at  the  Saab  the  way 
we  do,  you'll  call  it  "beautiful"  too. 

For  instance,  the  outside  of  the  Saab  is 
designed  not  to  make  your  heart  throb, 
but  rather  to  slice  through  the  wind. 

Consequently,  the  Saab  900  has  a  low 
coefficient  of  drag,  which  affects  perfor- 
mance, handling,  and  mileage  all  for  the 
better. 

At  Saab,  that's  what  we  call  "beautifuir 


You  may  have  noticed  that  Saabs  ride  a 
little  high  off  the  ground. 

That's  because  we've  found  that  adults 
like  to  sit  upright  in  chairs,  rather  than  sit 
on  the  floor. 

So  we  provide  the  Saab  with  vertical 
seats  that  are  up  off  the  ground,  to  give 
you  ample  support  for  your  thighs,  back, 
shoulders,  to  make  you  as  conafortable 
as  is  humanly  possible.  On  some  models, 
they're  even  heated! 

And  that  unconventional  windshield, 
combined  with  the  height  of  the  seat, 
gives  you  a  phenomenal  view  of  the  road. 

At  Saab,  that's  what  we  call  "beautifuir 


Part  of  what  the  Saab  looks  I 
function  of  the  safety  features 
into  it. 

For  example,  if  you  take  awa 
sheet  metal  body,  you'll  see  a  c 
thick  steel  beams,  pillars,  cros 
bers,  floor  plates,  side  panels, 
forth. 

We  caU  it  the  Saab  "Safety  C 
We  designed  it  to  give  you  and 
passengers  extraordinary  proU 
the  event  of  a  collision. 

Function,  not  form,  was  the 
objective  in  designing  the  basic 
of  the  Saab  900. 


■I  iuM 


3LFETY,  QUALITY  AND  ECONOMY,  IT'S  ONE  OF 


,  at  Saab,  that's  what  we  call 

ifui: 

if  you  really  want  to  see  how 
ul  the  Saab  900  is,  you  have  to 
ider  the  hood. 

e  is  the  raison  d'etre  for  the  Saab's 
xistence. 

ard  the  lovely,  sensuous,  volup- 
Mitre  fuel-injected  beauty  that 
ke  a  6-  or  8-cvlinder  but  does  it 
ily  4. 

if  that  isn't  enough  for  you,  throw 
^e  hood  of  the  Saab  900  Turbo  and 
pon  the  indescribable  beauty  of 
A^er  plant  that  will  accelerate  you 


and  your  libido  like  a  747  on  takeoff. 

And  Saabs  give  "beautiful"  gas  mile- 
age. (Saab  900  five-speed  Sedan:  @) 
EPA  estimated  mpg,  33  estimated  high- 
way mpg.  Remember,  use  estimated 
mpg  for  comparison  only.  Mileage  varies 
with  speed,  trip  length  and  weather. 
Actual  highway  mileage  will  probably  be 
less.) 

At  Saab,  that's  what  we  call  "beautifuK' 
If  you  still  need  convincing  that  the 

new  Saab  900  is  a  beautiful  car,  the  next 

step  is  to  see  one  up  close. 
Right  behind  the  wheel  of  a  moving 

one  would  be  a  good  place  to  take  a  look. 


Because  only  there  can  you  feel 
the  luxury,  the  quality,  and  the  beauty 
of  its  power,  the  intelligence  of  its 
design. 

See  the  new  1981  front-wheel  drive 
Saab  900  at  your  Saab  dealer  today. 

And  maybe  now  you'll  look  at  Saab  a 
little  differently. 


The  most  intelligent  car 
ever  built. 


:T1 


K  SEPARATES  BLACK  AND  WHITE. 


FROM  COLOR- 


SO  EVEN  THESE  SUBTLE  SHADES  OF  BLUE 
COMEOUTCRISPANDCLEAR. 


RCA's  ADVANCED  DETAIL  PROCESSOR  MAKES  IT  POSSIBLE. 


1981  ColorTrak  represents  the 
finest  color  TV  picture  in  RCA  histor^/! 

One  big  reason  is  RCA's  advanced 
Detail  Processor  After  it  separates  the 
color  picture  information  from  the  black- 
and-white,  it  processes  this  information 
separately  and  recombines  it.  The  result 
is  a  color  picture  of  remarkable  crisp- 
ness  and  clarity,  and  high-detail  scenes 
virtually  eliminating  rainbow  effects  or 
crawling  edges. 

And  with  the  help  of  RCA's  eight 
automatic  color  systems,  the  Detail  Proc- 
essor automatically  locks  the  hght  color 
on  track.  So  our  finest  color  picture  yet 
stays  our  finest  color  picture  yet! 


You  can  enjoy  the  1981  ColorTrak 
in  the  most  popular  screen  sizes 
and  stylings.  With  a  17-function 
remote  control,  the  most  advanced  in 


ColorTrak  histon/.  And,  in  some  model? 
Dual  Dimension  Sound,  an  RCA  featur 
that  simulates  stereo  and  bnngs  sounc 
as  well  as  a  clear  color  picture,  close 
to  life. 

AskyourRCADealerfora  demor 
stration  of  ColorTrak  1981,  Remembe 
we  introduced  color  TV  a  generation  age 
And  you're  about  to  see  the  finest  cole 
picture  we've  ever  produced. 

'Available  on  most  1981  ColorTrak  models 
Simulated  TV  picture  25"  diagonal  set  shown 
The  Dimensia."  model  CER790SR  For  the  con 
Diete  line  of  ColorTrak  models,  wnte:  RCA  Cci 
sumer  Electronics,  Dept  32-512.  500  N  Sherma 
Drive,  Indianapolis,  IN  46201 
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RCA  IS  MAKING  TELEVISION  BETTER  AND  BETTER. 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  REAGAN  CABINET 

of  the  Chosen,  a  number  seem  first  choice. 

Imagine — instead  of  eliminating  nominees  because  they  knew  something  about 
the  areas  they're  to  administrate,  Reagan  mostly  picked  them  for  that  reason. 

THE  WEST'S  TECHNOLOGY  IS  SO  IMPORTANT  TO  RUSSIA 


it's  mighty  important  for  us  to  keep  this  importance 
ch  in  mind  when  we  negotiate  with — or  must  confront — 
Soviets. 

or  instance,  oil's  as  vital  to  them  and  their  unhappy-but- 
e-no-choice  "allies"  as  it  is  to  the  West.  But  because  their 
mology  for  finding  and  producing  oil  is  decades  behind  the 
st's,  they  can  no  longer  meet  their  bloc's  needs.  According 
eologist  Arthur  Meyerhoff,  "If  the  Russians  make  a  discov- 
at  a  depth  of  15,000  feet,  it  can  take  ten  years  or  more  to 
enough  wells  to  place  the  field  on  production,  compared 
I  one  to  three  years  in  the  West." 


This  growing  shortage  hurts  the  U.S.S.R.  doubly  because 
their  exports  of  oil  earn  half  of  the  hard  currency  they  must 
have  to  buy  wheat  and  everything  else  needed  from  abroad. 

The  same  retarded  technology  exists  in  virtually  every  as- 
pect of  the  Russian  economy — except  in  the  military  uses  of 
space  and  missiles. 

Unless  they  feel  painted  into  a  corner  where  the  very  surviv- 
al of  their  system,  their  government  and  their  nation  is  seri- 
ously endangered,  Russia — I  think — would  prefer  at  this  point 
to  warm  up  detente  rather  than  so  heat  up  the  cold  war  that  it 
could  become  a  hot  one. 


RIGHT  OFF  THE  BAT  SECRETARY  OF  STATE  HAIG 


demonstrate  to  the  country  and  the  rest  of  his  wondering 
>artment  that  he  is  not  a  man  of  narrow  horizons  and 
'^^  isanship  by  one  immediate,  uncomplex  recommendation 
'resident  Reagan — that  Mike  Mansfield  be  kept  on  as 
lassador  to  Japan, 
lis  would  be  more  than  a  token  gesture.  One  of  the  intricate 
)lems  for  the  Administration  is  to  grapple  with  our  troubled 
e  relations  with  Japan  and,  at  the  same  time,  persuade  this 
sequential,  reliable  ally  to  shoulder  a  far  more  substantial 


military  role  in  the  Far  East.  To  the  Japanese  people,  former 
Senator  Mansfield  is  probably  the  most  respected  American 
official  to  hit  Tokyo  since  General  MacArthur.  The  fact  that  he 
so  long  was  a  Democratic  power  in  the  Democratic-dominated 
Senate  is  a  plus  for  such  a  reappointment. 

Mike  Mansfield's  own  intelligence  has  contributed  much 
and  has  much  more  to  contribute  to  U.S.  Intelligence  about 
how  to  enhance  rather  than  erode  the  vital  mutual  interests  we 
share  with  Japan. 


CRITICS  KNOCK  REAGAN'S  AIM  TO  HAVE  KEY  CABINET 

nbers  and  two  or  three  top  White  House  staffers  offer  him  serve,  like  the  British  Cabinet,  as  a  council  of  advisers,  meet- 

r  counsel  and  consent  once  or  several  times  a  week.  ing  every  few  days  on  all  questions  of  domestic  and  foreign 

rites  the  pontiff  of  D.C.  pundits,  James  Reston:  "He  has  policy.  However,  what  the  Secretary  of  Interior  would  have  to 

I  talking  vaguely  about  a  Cabinet  that  would  have  offices  in  say  about  the  hostages  in  Iran  or  the  Soviet  invasion  of  Af- 

Executive  Office  Building  next  to  the  White  House,  and  ghanistan,  or  what  the  Secretaries  of  State  and  Defense  would 
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contribute  to  the  debate  on  labor  policy  or  the  price  of  soy- 
beans is  not  clear." 

Assuming  some  outstanding  Cabineteers  and  close  staffers 
who  enjoy  the  President's  confidence  and  intimacy,  Reagan's 
plan  could  result  in  effectively  coordinated  administration 
teamwork.  And  the  new  Administration  could  avoid  undertak- 
ing policies  in  one  area  that  might  have  too  negative  art  impact 
on  other  objectives, i.e.,  defense  spending,  balanced  budgeting. 


tax  cuts,  controlling  inflation,  and  economic  good  healtl 
should  be  eminently  clear  that  the  right  Secretaries  cc 
contribute  immeasurably  to  the  successful  workings  ol 
departments. 

Given  President  Reagan's  temperament,  track  record 
determination,  this  approach  is  Right  On  for  the  Adminis 
tion  to  get  about  the  vast  and  varied  business  now  at  hj 
now  in  their  hands. 


IRAN  PATS  THE  ULTIMATE  TRIBUTE  TO  AMERICANS 


when  they  put  a  $500,000,000-a-head  ransom  on  the  hostages. 

While  any  life  is  beyond  price,  it  is  currently  estimated  in 
these  inflationary  times  that  the  "worth"  of  the  ingredients  of 
the  human  body  is  $7.28,  so  the  valuation  the  Iranians  have 
put  on  U.S.  citizens  is  a  compliment  of  sorts. 

Too  bad,  isn't  it,  that  the  power  components  of  what  passes 


for  a  government  in  Tehran  these  days  are  both  irrational 
irreconcilable. 

Wasn't  it  American  diplomat  Charles  Pinckney  who  saic 
connection  with  the  demands  from  those  pirating  Amer: 
sailors  from  their  ships,  "Millions  for  defense  but  not  a  cen 
tribute"? 


SINCE  NOT  EVEN  THE  SHOOTING  OF  JOHN  LENNON 

is  going  to  result  in  gun  control — any  more  than  did  the  15  years  to  the  prison  sentence." 

shootings  of  the  Kennedys,  Martin  Luther  King,  et  al. — Presi-  While  that  wouldn't  lessen  the  danger  of  assassination 

dent  Reagan's  suggestion  should  become  law:  "If  somebody  psychos,  it  should  help  lessen  the  mounting  slaughter  f 

commits  a  crime  and  carries  a  gun  when  he's  doing  it,  add  5  to  Saturday  Night  Specials. 

SO  LONG  AS  THE  INTERNATIONAL  HERALD  TRIBUNE 

is  available — even  a  day  or  two  late — no  one  who  must  travel  And  now  that  this  superbly  edited  and  informative  new 
abroad  and  to  whom  it's  important  to  know  what's  happening  per  is  available  in  Asia  it  makes  those  there  seem  not  sc 
need  worry  that  he  won't.  away  and  out  of  touch. 

LATEST  WINNER  FROM  "BETTER  MOTTOES"  INC. 

He  who  laughs  last 
had  to  have  it  explained. 


BOOKS 


TOWARDh. 
CONQUEST 
"CANCER 


How  tofMVieni  a  great  mmy  cancers  i 
Hot£50X<^cancersccnnawbecured  \ 
Howtogetthtbeatmei&xiJtreatTTiera  . 


w\ 


Toward  the  Conquest  of  Cancer — by  Ed- 
ward f.  Beattie  Ir.,  M.D.  (Crown  Publish- 
ers, $12.95).  The  author,  Chief  Medical 
Officer  and  General  Director  of  the  na- 
tion's foremost  cancer  center,  Sloan-Ket- 
tering,  was  inspired  to  do  this  book  by 
the  death  from  lung  cancer  of  a  close 
friend  who  was  the  wife  of  a  Princeton 
classmate.  And  an  extraordinary  case 
history  of  a  man  who  came  to  Memorial  with  a  shadow  on  his 
lung  should  do  more  to  help  smokers  quit  than  anything  I'm 
familiar  with.  If  everyone  read  and  heeded  Dr.  Beattie's  book, 
it  could  save  at  least  100,000  lives  a  year. 
Excerpts:  With  our  present  knavledge  me-half  of  all  cancer 
patimts  can  be  cured  if  they  are  diagnosed  early  and  receive 
prompt,  effective  medical  treatment.  So,  if  you  are  the  cne 
person  in  four  who  eventually  will  contract  cancer,  don't  let 
it  threw  you.  Your  diances  of  being  cured  and  back  on  the 
golf  course  are  me  in  two  or  even  hi^er—not  bad  odds. 
.  .  .One  spry  77-year-old  fawner  on  leaving  the  hospital  for  the 
third  tine  said,  "If  I'd  knavn  I  was  going  to  live  this  long,  I'd 
have  taken  better  care  of  myself. ' ' 


Norman 


Danoe 


iKiwcluvfttifw 
rr(  rf-vt-rv- tlir- cin  li 
(if  AiiifrKHrnKMf 


The  Present  Danger — by  Norman  Pod- 
horetz  (Simon  &  Schuster,  $7.95).  This 
hour-to-read  essay  succinctly  summa- 
rizes the  thinking  and  lack  of  doing  that 
has  left  us  in  our  present  wobbly  posture 
and  power  vis-  a-vis  the  U.S. S  R.  Ronald 
Reagan  says,  "I  urge  all  Americans  to 
read  this  critically  important  book."  We 
should  all  be  glad  he  has. 

Excerpts:  There  could  be  no  substitute  for  American  pcwc 
the  Persian  Gulf  or  perhaps  anywhere  else.  Either  we  \\ 
have  to  depend  on  our  own  power  to  hold  the  Soviets  back 
we  would  have  to   rely  on  the  hope   that   they  would 
contained  by  their  own  prudence  and  by  their  fear  of 
resistance.  .  .  .  The   [Afghanistan  j  invasion   could  not  be 
cnciled  with  the  idea  of  the  Soviet  Union  as  highly  pruder 
its  international  corduct.  .  .  .  The  retreat  of  American  p* 
.  .  .    opmfsl  the  way  to   Soviet  expansicnisn.  .  .  .  Even 
invasion  of  Afghanistan  itself  has  been  interpreted  by  se\ 
carmentators  not  as  a  si^  of  Soviet  aggressiveness  but  i 
s^ptcm  of  Soviet  wedmess  (in  contrast,  presanably,  to 
strengtli  the  United  States  showed  in  begging  the  UN  and 
World  Court  to  do  something  about  Iran). 
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ROLLER  SKATES  ARE  BACK  BIG,  BUT  . . . 


Vhen  we  were  kids  these  four-wheeled  banana  peels  were 
sly  the  province  of  kids.  In  those  days,  puberty-ing  teeners  put 
ir  roller  skates  away  along  with  erector  sets  or  dollhouses. 
tlj  Jowadays,  youngsters  have  to  roller  skate  in  the  closet  until 
jy  have  a  proficiency  matching  that  of  the  adults  streaking 
ctacularly  all  over  all  paved  spaces  in  the  country, 
eeing  Nancy  Beekman  (wife  of  Seagram's  president)  with 
na||  left  arm  in  a  cast  as  a  result  of  a  roller  skating  spill  brought 
nind  my  own  last  experience.  On  Inauguration  Day,  Mar.  4, 
|.3,  I  hit  a  cement  abutment  in  the  course  of  trying  to  show 
1  before  two  younger  brothers.  The  impact  chipped  two 
minent  front  teeth  and  I  rushed  home  trying  desperately  to 
p  the  cold  air  from  the  freshly  exposed  nerves. 


But  that  hurt  couldn't  match  that  of  my  Father  in  New  York 
on  the  phone  to  Mother  at  the  moment  I  burst  in.  FDR  had  just 
taken  the  oath  of  office  and  announced  that,  to  end  the  bank 
panic,  he  was  closing  every  bank  m  the  country.  Not  too  many 
may  remember  the  direness  of  that  day  and  those  days. 

While  Mother's  knowledge  of  economics  was  limited,  she'd 
grasped  the  gist  of  the  nation's  problem.  "How  could  you  do 
such  a  foolish  thing  at  a  time  like  this?  There's  no  money  to 
spare  for  dentists.  Get  a  piece  of  chewing  gum  in  the  kitchen 
and  that  will  have  to  do." 

To  this  day  a  grin  bares  the  visible  jagged  edges  of  those  two 
teeth. 

The  roller  skate  revival  isn't  about  to  include  me  in. 


I  ONLY  THE  BRITISH 

>n  a  recent  visit  here,  Franz  Ulrich,  chairman  of  Deutsche       "Shortly  after  the  first  Channel  cable  [1851]  linking  Britain 
k's  Supervisory  Board,  told  us  this  anecdote — apropos  a 
ussion  about  Britain's  often  tense-verging-on-tenuous  rela- 
is  with  its  Continental  Common  Market  partners; 


THE  EFFECTS  OF  A  MOOD 

usually  outlast  it. 


with  Europe  had  broken,  the  British  press  thus  headlined  the 
event — 

"  'The  Continent  Is  Isolated.'  " 

NO  ACTION  IS 

often  a  better  reaction  than  precipitous  action. 


By  M.S.  Forbes  Jr. 


mi 


Long-term  investors  should  consid- 
er buying  high-quality  bonds.  Prices 
have  rallied  from  their  mid-December 
lows,  but  this  uptick  could  be  the  be- 
ginning of  the  first  genuine  bond  bull 
market  since  1946-49.  We'll  get  a 
good  indication  in  the  days  immedi- 
ately following  Reagan's  inauguration. 
We'll  know  better  by  May. 

The  credit-market  crisis  has  appar- 
ently persuaded  President-elect  Rea- 
gan to  approve  the  essence  of  the  eco- 
nomic program  outlined  by  designat- 
ed budget  chief  David  Stockman  and 
Representative  Jack  Kemp  (although 
he  won't  declare  a  national  economic 
emergency).  It  is  no  coincidence  that 
the  bond  market  took  off  when  Rea- 
gan's chief  of  staff  indicated  that  his 
boss  would  buy  the  basic  Stockman- 
rKemp  strategy. 

I  If  Reagan  is  to  implement  those 
ideas,  he'll  have  to  push  them  hard 
right  after  he  takes  office.  Otherwise 
the  potent  countervailing  forces  of  the 
spending  constituencies  will  bring 
their  influence  to  bear.  Delay  is  the 
best  ally  of  these  lobbyists. 

If  Reagan  doesn't  get  an  effective 
budget  control  and  tax  reduction  pro- 
gram through  by  late  spring,  the  out- 
look for  bonds — not  to  mention  the 
economy — will  be  bleak.  This  inves- 


A  BOOM  IN  BONDS? 

tor  is  betting  Reagan  will  win.  But 
stick  with  the  highest  grade  bonds. 
Some  of  the  lesser  credits  will  be  hav- 
ing a  difficult  time  surviving  1981. 

WORTHWHILE  READING 

George  Gilder's  Wealth  and  Poverty 
(Basic  Books,  $16.95)  is  one  of  the 
most  incisive  treatments  of  capitalism 
in  decades.  (Another  is  fude  Wanni- 
ski's  The  Way  the  World  Works,  also 
Basic  Books.)  Gilder,  a  sociologist  who 
is  program  director  of  the  Internation- 
al Center  for  Economic  Policy  Studies 
and  chairman  of  the  Economic  Round- 
table  of  the  Lehrman  Institute,  has 
given  us  a  lively  analysis  of  what  cap- 
italism is  and  isn't — -its  origins,  what 
it  has  wrought,  why  it  seems  to  remain 
on  the  defensive  morally,  even  though 
"the  most  important  event  in  the 
recent  history  of  ideas  is  the  demise  of 
the  socialist  dream." 

The  volume  also  provides  a  first-rate 
analysis  of  the  supply-side  school  of 
economics,  whose  practitioners  will 
provide  the  cutting  edge  for  economic 
policy  in  the  Reagan  Administration. 
Most  of  the  economics  profession  gets 
a  shellacking  from  the  author,  and 
justly  so,  as  it  overlooks  the  impor- 
tance of  incentive,  of  hope,  of  fear  in 
people's  economic  behavior. 

No  book  is  flawless.  Gilder's  verve 
and  his  skill  at  turning  a  phrase  get 


him  carried  away,at  times,  especially 
on  the  subject  of  welfare.  But  the 
book's  shortcomings  are  minor. 
Wealth  and  Poverty  will  anger  some 
but  encourage  and  enlighten  others.  It 
is  "must"  reading  for  the  new  year. 

A  ROSE  IS  A  ROSE 

What  do  you  call  an  economy  that 
isn't  growing,  that  is  in  fact  contract- 
ing? If  you're  an  incumbent  politician, 
you  reach  for  a  euphemism. 

Up  until  1929,  the  dread  word  for 
bad  times  was  "slump."  President 
Hoover  carefully  avoided  using  that 
no-no  to  describe  the  collapsing  econo- 
my. Instead,  he  employed  what  was 
regarded  as  a  milder  term,  "depres- 
sion," which  soon  came  to  have  uglier 
connotations  than  slump  ever  did. 

In  the  late  1 930s,  the  economy  again 
went  on  the  skids  with  unemploy- 
ment reaching  20% .  Republicans  glee- 
fully labeled  this  free-fall  the  Roosevelt 
Depression.  Only  Republicans  have 
depressions,  retorted  FDR.  This  was 
merely  a  "recession." 

As  Carter  was  the  latest  to  discover, 
recessions,  too,  are  political  poison. 
How  should  he  have  labeled  the  trou- 
bled economy?  We  recently  learned  of 
one  possible  answer;  it  comes  from 
Germany,  which  isn't  supposed  to 
have  economic  troubles  but  currently 
does:  'negative  growth  rates." 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


are  prone  to  forget  that  we  are  all  m( 
and  that  eventually  we  all  must  die. 
— Toward  the  Conquest  of  Can\ 
by  Edward  ].  Beattie  jr.,  ^l 


Reds  to  Unheed  Lenin? 

To  our  Comrades  in  Poland  we  declare 
that  we  care  for  their  freedom  as  we  care 
for  the  freedom  of  all  other  nations  .  .  . 
that  we  want  to  wipe  out  the  accursed 
past,  the  past  in  which  every  Russian 
was  looked  upon  as  an  oppressor!  .  .  .  For 
this  reason  we  say  to  the  Poles  that  the 
line  along  which  our  armies  now  stand 
.  .  .  shall  never  be  crossed  by  us  .  .  .  we 
do  not  want  a  war  for  reason  of  territory 
and  frontiers! 

— Lenm,  1920 

Interior  Lament 

Mr.  Reagan's  election  did  not  auto- 
matically repeal  the  National  Environ- 
mental Policy  Act,  or  the  Clean  Air,  the 
Clean  Water,  or  the  Surface  Mining  Acts. 
My  successor  will  have  to  pick  his  way 
through  these  legal  and  bureaucratic 
minefields.  We  did  not  make  a  single 
major  decision  in  four  years  at  Interior 
that  wasn't  litigated  one  way  or  another. 
There  are  so  many  competing  interests 
on  every  issue.  You  end  up  compromis- 
ing with  Congress  to  get  bills  passed  and 
compromising  with  your  own  bureau- 
crats and  those  in  the  other  government 
agencies  that  make  them  work.  By  the 
time  you  get  a  good  idea  implemented,  it 
doesn't  really  resemble  its  parent. 

— departing  Secretary  of 
the  Interior  Cecil  Andrus 

Spenders  Will  Spend 

Every  recession  has  had  its  share  of 
spenders,  but  this  one  is  different,  says 
Florence  Skelly,  executive  vice  president 
of  Yankelovich,  Skelly  &  White,  a  survey 
research  firm.  "Now  we  have  people  who 
will  actually  delay  marriage,  buying  a 
house  or  having  a  child,  just  so  they  can 
spend." 

"These  people  may  go  down  a  notch  in 
what  they  buy,"  says  Leo  Shapiro,  a  Chi- 
cago marketing  consultant,  "but  they'll 
still  buy  what  they  want." 

— Wall  Street  Journal 

Pilgrims  X-Rated  Xmas 

The  Puritans  deplored  (Christmas]  as 
an  "abomination,"  a  "wanton  Bacchana- 
lian feast"  redolent  of  popery,  and  the 
Pilgrims  studiously  ignored  it  in  1620,  as 
they  doggedly  built  their  first  meeting- 
house in  the  bitter  cold.  In  1659  Massa- 
chusetts Bay  Colony  levied  a  fine  of  five 
shillings  on  anyone  who  dared  keep 
Christmas  by  "abstinence  from  work  [or] 


feasting."  Less  rigorous  Englishmen  and 
immigrants  from  other  lands  were  al- 
ready arriving  with  their  own  holiday 
customs.  The  Dutch  brought  St.  Nicho- 
las— Sinter  Klaas.  (In  Santa's  original  in- 
carnation he  wore  bishop's  robes  and 
rode  either  a  white  horse  or  a  red  wagon: 
the  exact  provenance  of  his  reindeer  fleet 
remains  a  mystery.)  The  Christmas  tree 
is  a  German  import,  the  creche  is  a  prod- 
uct of  France. 

— American  Heritage 

No  More  Sauerkraut 

Traditional,  pre-Pepsi  Generation 
hairstyles  may  again  appear  in  response 
to  Mrs.  Reagan's  smart  rolled  coif.  "That 
frizzy,  sauerkraut  look"  many  women 
have  affected  will  vanish,  says  Monsieur 
Marc,  Mrs.  Reagan's  New  York  stylist. 
More  women  will  "look  like  ladies" 
again,  taking  time  to  curl  their  hair 
weekly  (as  Mrs.  Reagan  usually  does),  he 
predicts. 

— New  York  Times 


Improper  Fit 

Crime  is  getting  to  be  such  a  drag.  Bob 
Orben  reports  he  was  in  a  store  and  saw  a 
guy  trying  on  nylons  over  his  head. 

— Tim  Boxer, 
New  York  Post 


Life's  Score 

Every  living  creature  possesses  a  built- 
in  biological  clock  that  controls  the  com- 
plex aging  process  and  fixes  the  length  of 
life  for  each  species.  Butterflies  live  7 
months,  mice  2  years,  birds  2  to  5  years. 
Dogs  and  cats  live  12  to  18  years  and 
tortoises  150  years.  Man  is  allotted  the 
biblical  three  score  years  and  ten,  al- 
though if  he  remained  free  of  disease 
man  would  live  into  his  nineties  before 
wearing  out  naturally.  Lulled  by  life,  we 


If  I  had  come  to  Washingt 
with  independent  means,  irt 
half  a  million  bucks  to  spe 
on  a  house,  I  still  would 
have  chosen  to  socialize  w 
that  bunch  [the  D.C.  soc 
set]. 

— Jody  Powell,  Boston  GL 


It  Pays,  Too 

From  Milovan  Djilas  (Yugoslavian 
sident):  "...  Western  'capitalist'  soc 
is  now  socially  more  just  than  So 
society;  and  income  in  Western  socie 
incomparably  more  fairly  distribi 
than  under  the  Soviet  system.  Literall 
well  as  symbolically,  it  pays  to  be  frc 
— The  Present  Dan 
by  Norman  Podho 


Next  Christmas  Maybe? 

Some  perfect  things  to  give; 
A  trust  fund 

Undeveloped  land  with  the  taxes 

prepaid  for  ten  years 
Unlimited  use  of  an  air  travel  card 
A  small  lagoon 
A  vacation  cottage  in  Maine 
Deep-discount  bonds 
A  salmon  stream 
A  sheep  farm  in  Scotland 
A  case  of  Chateau  Haut-Brion  '66  wi 

with  12  Baccarat  wine  glasses 
Ten  acres  naturalized  with  daffodils, 

field  flowers  and  lilies 

— W  maga 


Beaucoup? 

Sometimes  wonderful  things  haj 
on  French  television.  We  saw  a  war 
ture  recently  in  which  one  G.I.  poi 
to  the  horizon  and  said  to  anoi 
'Tanks?'  and  the  subtitle  read,  'Merc 

— Anthony  Burgess,  Saturday  Re\ 
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Richer.  And,  of  course,  costlier. 
For  the  veiy  good  reason  that  it  is 
l)lended  from  the  Cognacs  of  more 
than  70  select  vineyards,  all  of  which 
lie  within  France's  two  pre-eminent 
Cognac  districts,  Grande  Cham- 
pagne and  Petite  Champagne.  Truly, 
the  world's  most  civilized  spirit. 

nessy  VS.QE 


To  save  your  company  thousands  in  energy  cost: 


In  the  last  several  years,  Americ 
has  cut  its  energy  consumption  1 
percent.  In  the  process,  we've  n< 
only  conserved  our  energy  rd 
sources,  but  reduced  monthly  er 
ergy  bills. 

Westinghouse  itself  has  save' 
lOOmillion  dollars  in  energy  cos 
since  1972:  a  30  percent  redui 
tion.  What's  more,  this  reductic 
has  been  accomplished  withoi 
affecting  the  productivity  of  05 
factories,  office  buildings,  pro« 
ucts  and  systems. 

Westinghouse  designs  an 
builds  computerized  manufactu 
ing  control  systems,  energ' 
efficient  lamps,  motors  and  dri\ 
systems,  induction  heating  sy 
tems  and  factory  area  lightin 
Westinghouse  industrial  he. 
pumps  capture  waste  heat  and  n 
cycle  it  for  process  and  spac 
heating-at  notable  savings. 


Westinghouse  energy-efficient 
products  include  (left  to  right)  industrial 
fans,  factor/  computer  systems,  solar 
energy  systems,  elevators,  industrial 
motors  and  controls,  escalators,  induc- 
tion heating  systems,  people  movers. 


illiliiiiii . 

(stalk  to  a  company  that  has  already  done  It: 
Hifestlnghouse. 


en|  Westinghouse  Moduline  100® 
^fitjscalators  can  save  commerciai 
fiwuilding  owners  50  percent  or 
njnore  in  energy  usage  over  con- 
yt'entional  units.  Our  exclusive 
Mark  V®  solid-state  elevator  sys- 
*|ems  save  up  to  35  percent.  And 
colask  lighting  from  Westinghouse 
^^can  slice  your  energy  bill  40  per- 
cticent,  compared  with  standard 
tho  irea  lighting. 

to;    Providing  efficient  public 
pra  fansportation  can  dramatically 
bduce  our  country's  energy 
af  seeds.  Westinghouse  People 
3Ctii1oving  systems,  electrically 
erg  lowered,  are  already  transporting 
dff  liilions  of  people  at  four  major 
J.S.  airports.  The  same  technol- 
htin  igy  is  being  evaluated  for  down- 
he  )wn  people  movers  in  several 
ndi  lajor  U.S.  cities. 


To  support  efficient  and  con- 
tinuous operations  of  our  cus- 
tomers' plants  and  equipment, 
Westinghouse  offers  many  pro- 
grammed maintenance  services. 
Experienced  engineers  and  tech- 
nicians provide  continuous  on- 
site  maintenance  services  and 
emergency  repairs,  as  well  as 
scheduled  overhauls  during 
planned  shutdowns. 

Westinghouse  has  proven 
strategies,  products,  services  and 
systems  technology  needed  for  ef- 
fective energy  management.  And 
we  can  apply  them  in  many  in- 
dustries faced  with  increasing  en- 
ergy costs  and  possible  shortages. 


:g)  Westinghouse 

A  powerful  part  of  your  life. 


W^rld  praise  for 
the  new  W>rld  Car 


^^••almost  a  dream  car..^ 

EXPRESSEN,  SWEDEN 

^\..Ford's  cam-in^head 
(engine)  can  produce  both 
economy  and...energy.^^ 

CAR  &  DRIVER,  USA 

^^The  most  advanced 
technical  characteristics 
Ford  has  ever  produced/' 

AUTO  SPRINT,  ITALY 


^^This  destiny  car  is 
marvelous  all  around..^ 

BILD  ZEITUNCGERMANY 

^^Economical,  fuel^and" 
space  efficient... 
entertaining  to  drive...'' 

ROAD&TRACK.USA 

^^Road  Test  magazine's 
Car  of  thelfear!" 

ROAD  TEST  USA 

ratings  than  subcompacts  like 
VW  Rabbit,  Honda  Accord,  Toyota 
Corolla  Hotct^bock. 

See  it  at  your  Ford  dealers. 

Built  to  take  on 
the  world,., 
and  doing  it! 


Ford  engineers  all  around  ttie 
world  worked  together  to  build  a 
technologically  advanced,  eco- 
nomical automobile— Ford  Escort, 
the  new  World  Car 

'■Applies  only  to  sedons 
without  power  steering 
i^PQ^  or  A  C.  For  comparison. 
Your  mileage  may  differ 
depending  on  speed,  distance,  weather.  Actual  hwy 
mileage  and  Calif,  ratings  lower  Excludes  diesels. 


Now,  both  the  American  and 
the  overseas  versions  are  win- 
ning accolades  from  automotive 
experts  in  their  countries. 

And  no  wonder  The  compact 
Escort  has  front-wheel  drive,  a 
new-design  hemispherical  head 
engine,  4-wheel  independent  sus- 
pension, and  better  gas  mileage 


Forbes 


)en  a  company  balks  over  an  $18  million 
ongful  death  award  and  then  agrees  to  a 
2  million  long-term  settlement,  get  ready 
some  fancy  legal  and  financial  footwork. 

Something  for 
everyone 


By  Howard  Rudnitsky 
with  Jeff  Blyskal 

.   N  A  DRIZZLY  WEDNESDAY  evening 
I  in  November  1977  Dr.  Jon  Thor- 
shov,  his  wife  and  two  children 

relaxing  in  their  $150,000  Florida 
t  overlooking  Pensacola's  Escambia 
Thorshov  sipped  a  can  of  beer  and 
;d  with  his  one-year-old  son  while 
Thorshov  prepared  dinner, 
ddenly,  the  family  was  choking  on 
drous  ammonia  fumes.  Nearby,  a 
sville  &  Nashville  freight  had  de- 
\  and  two  ruptured  tank  cars  sent  up 
ie-high  cloud  of  gas.  The  Thorshovs 
ically  tried  to  flee,  but  it  was  useless, 
thin  minutes  Dr.  Thorshov  was 

His  wife  died  75  days  later.  The 
rhorshov  children  miraculoiisly  sur- 
1 — with  one  suffering  permanent 
lamage — and  now  are  in  the  care  of 
Iparents. 

ter  an  emotional  three-week  trial, 
years  later  a  Florida  jury  found  the 
)ad  liable  for  inadequate  track  main- 
ice.  In  February  1980  the  court 
ded  $18  million  to  the  two  Thor- 

children,  and  L&.N  appealed.  But 

last  December,  the  company  made 
prising  out-of-court  settlement. 

reported  by  the  general  press,  it 
anted  to  $52  million — the  largest 
gful  death  award  ever  and  a  figure 

shocked  executives  who  worry 
t  sharply  escalating  negligence 
IS.  Actually  the  new  agreement  cost 

nowhere  near  $52  million,  or  even 
nillion,  but  a  modest  $1 1.5  million, 
e  kind  of  "structured  settlement" 

occurred  in  the  Thorshov  case 
les  on,  it  could  save  money  for  other 
)rations  in  the  same  fix. 


Fred  Levin,  the  43-year-old  partner  in 
the  Pensacola  law  firm  that  headed  the 
case.  Levin,  Warfield,  Middlebrooks,  Ma- 
bie  &  Magie  points  out  that  everybody 
came  out  ahead — including  the  lawyers, 
insurers,  banks  and  consulting  firms  who 
got  a  piece  of  the  action.  Why;  Says 
Levin,  "If  L&N  were  to  have  paid  $18 
million  to  the  Thorshov  children,  it's  a 
big  expense  for  the  railroad.  My  clients 
get  the  money,  invest  it,  and  a  bad  thing 
happens.  The  proceeds  are  subject  to  a 


This  is  tfie  wave  of  the  future. 
Big  corporations  wont  even 
have  to  have  trials,  and  that 
could  hurt  lawyers. 


70%  tax.  It's  all  uneamed  income,  so  a 
15%  yield  becomes  only  AViJo." 

Instead,  Levin,  L<liJ.N  and  IBAR,  Inc.,  a 
Los  Angeles  economic  consulting  firm 
specializing  in  so-called  settlements- 
over-time,  worked  out  a  new  arrange- 
ment. The  company  will  pay  $11.5  mil- 
lion to  IBAR,  which  assumes  L&N's  li- 
ability. IBAR,  in  turn,  buys  two  annuity 
policies  for  the  Thorshov  children,  sets 
up  a  trust  with  Bank  of  America  to  cover 
legal  fees,  and  pays  $1.5  million  in  cash 
for  litigation  costs  and  current  expenses 
for  the  children.  Says  Levin:  "Life  Insur- 
ance Co.  of  North  America  sells  the  an- 
nuities to  IBAR  for  $7  million.  The  kids 
are  guaranteed  about  8%  for  30  years. 
That  means  my  clients  will  receive  a 
total  of  $52  million,  tax-free." 

The  plaintiffs  don't  pay  taxes  because 
a  1977  Internal  Revenue  Service  ruling 
exempts  annuity  income  when  received 
as  a  personal  injury  settlement.  Levin 


does  well,  too.  The  settlement  avoids  a 
risky  appeal,  and  by  taking  his  payments 
over  time — $5  million  over  the  first  five 
years  and  $2  million  25  years  later — 
Levin  actually  gets  $1  million  more  than 
the  $6  million  lump  sum  he  would  have 
received  previously.  Such  deferred  com- 
pensation may  also  cut  his  tax  bill. 

Life  Insurance  Co.  of  North  America 
isn't  hurting  either.  Its  payments  guaran- 
tee an  8%  return,  but  with  long-term 
Treasury  bonds  now  selling  for  12%, 
LINA  can  actually  do  far  better.  "I'd  love 
to  have  that  business,"  says  an  industry 
expert.  "LINA  could  conceivably  make 
as  much  as  the  kids."  In  addition,  IBAP. 
gets  a  $140,000  commission  on  the  an- 
nuity, and  BofA  charges  a  standard 
0.25%  yearly  for  managing  the  trust. 

After  all  this,  are  the  Thorshov  chil- 
dren better  off?  Not  significantly.  Then 
why  go  through  a  structured  settlement? 
"We 've  done  studies  of  half  million  dollar 
awards  or  more,"  says  IBAR  President 
Robert  Schultz.  "People  often  dissipate 
all  of  their  award  in  3V2  years.  This  pre- 
vents that." 

Couldn't  a  court-appointed  trustee  ac- 
complish the  same  thing?  The  children 
would  probably  have  netted  $7  million 
on  the  original  award  after  taxes,  law- 
yers' fees  and  court  costs.  In  today's 
market,  9.5%  AAA  municipal  bonds, 
wisely  reinvested,  could  yield  even  more 
than  the  structured  settlement  over  30 
years,  including  $400,000  in  annual  liv- 
ing expenses. 

Still,  structured  settlements  have  a 
momentum  all  their  own., Boasts  Levin: 
"This  is  the  wave  of  the  future.  In  a 
couple  of  years  you'll  have  economic 
consultants  doing  this  in  every  state.  Big 
corporations  won't  even  have  to  have 
trials.  They  could  just  go  out  and  make 
attractive  tax-free  30-year  offers.  That 
could  hurt  lawyers." 

Indeed,  the  telephones  at  EBAR  have 
been  ringing  a  lot  lately.  The  firm  is 
already  working  on  the  asbestosis 
health-hazard  claims  and  has  talked 
about  the  MGM  Grand  fire.  Then  there's 
the  Stouffer's  Inn  fire,  as  well  as  run-of- 
the-mill  airline  and  railroad  injury  cases 
too — all  situations  where  long-term  pay- 
ments could  cut  litigation  costs. 

Still,  negotiated  settlements  may  only 
mean  short-term  savings  for  defendants. 
Shrewd  lawyers  will  soon  figure  out  ways 
to  boost  the  awards,  perhaps  even  index- 
ing them  for  inflation. 

Who  pays  in  the  end?  If  the  IRS  col- 
lects fewer  taxes,  then  the  public  foots 
the  bill — and  Uncle  Sam,  as  lawyers  say, 
has  the  deepest  pt)cket  of  all.  ■ 
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Sperry  Corp.  defied  the  skeptics  by  remaining 
a  major  factor  in  computers.  Nevertheless,  the 
next  few  years  are  going  to  be  tough. 

Big  Brother 
is  watching 


By  Harold  Seneker 

THROUGH  AN  ENORMOUS  plate  glaSS 
window  J.  Paul  Lyet  and  his  cho- 
sen successor  as  CEO  of  the  $5 
billion  (revenues)  Sperry  Corp.  can  look 
at  a  view  that  dominates  the  conference 
room  of  their  43rd-floor  headquarters  in 
midtown  New  York.  When  they  do,  their 
attention  is  drawn  inevitably  to  some- 
thing that  painfully  mars  the  view.  Al- 
most overshadowing  a  spectacular  vista 
of  midtown  and  Central  Park  and  points 
north  is  the  new  IBM  building  fast  rising 
a  few  blocks  away.  That  building  is  going 
to  be  a  constant  reminder 'to  Gerald 
Probst,  57,  of  his  biggest  problem  as  he 
prepares  to  fill  Lyet's  shoes  in  around 
two  years.  Probst  may  sometimes  feel 
that  Big  Brother  is  watching  him. 

Paul  Lyet  has  put  together  a  good  rec- 
ord since  he  took  over  as  CEO  in  1972. 
Earnings  were  down  sharply  in  1971  but 
never  since.  From  that  low  point  they 
have  roughly  quintupled,  to  about  $300 
million  in  the  current  fiscal  year  ending 
in  March,  or  about  $7.40  a  share.  Impres- 
sive in  a  capital-hungry  business  like 
computers,  Sperry's  debt  has  remained 
low — a  mere  15%  of  capital — and  return 
on  equity  is  a  very  respectable  15%  or  so. 
Probst  is  going  to  have  a  tough  time 
beating  that. 

Not  that  Probst  isn't  going  to  try.  "Our 
first  five-year  plan  in  1972  called  for  a 
doubling  in  five  years,"  recalls  Lyet  with 
every  air  of  confidence,  "and  it  looked 
enormous  to  us.  Now  we're  projecting 
another  double  in  five  years  and  it 
doesn't  look  enormous  at  all."  That 
would  make  Sperry  a  $10  billion  com- 
pany in  1985  with  earnings  of  $15  or  so  a 
share.  Even  adjusted  for  inflation  that 
would  be  a  splendid  showing. 

Probst,  a  solid,  square-jawed  engineer 
who,  if  anything,  exudes  even  more  con- 
fidence than  his  boss,  rose  through  the 
Sperry  Univac  division.  He  shows  all  the 
optimism  that  is  natural  m  his  business. 
Unfortunately,  the  computer  industry 


Sperr)'  Corp  CEO  J  Paul  Lyet 

New  neighbors  have  ruined  the  view. 


will  not  be  doing  over  the  next  five  years 
what  it  did  for  the  past  five,  and  the 
company  with  the  building  across  the 
way  will  not  make  the  going  easy. 

First  of  all,  IBM  has  announced  its 
long-awaited  large-scale  computer.  Its 
impact  is  not  likely  to  be  as  shocking  as 
the  announcement  of  IBM's  medium- 
size  4300s  were  two  years  ago,  but  they 
extend  IBM's  new  aggressive  stance  up 
into  the  range  where  Univac  has  its 
greatest  strength.  "Of  the  other  main- 
framers,"  opines  Tom  Crotty,  analyst  at 
the  noted  computer-industry  research 
firm,  the  Gartner  Group,  "Univac  stands 
to  be  hurt  worst  over  the  near  term  for 
that  reason." 

Of  course,  Sperry  will  have  to  offer 
better  price-performance  than  IBM's 
new,  big  machines,  using  old  technology 
until  it  can  master  the  new  technology 
that  has  been  built  into  the  IBM  ma- 
chine. That  hurts  margins. 

In  the  meantime  Sperry  will  have  to 
depend  on  other  parts  of  the  company  to 


supply  the  earnings  growth  that  will 
at  Univac.  There  Lyet  and  Probst  se 
to  be  in  luck.  The  company's  New  I 
land  division,  which  makes  some  of 
best  grasslands  farming  equipment  av 
able,  seems  poised  for  some  good  ye 
and  it  was  good  for  22%  of  revenues 
26%  of  profits  last  year.  The  comp 
also  does  about  $1  billion  in  busines 
electronic  guidance  and  control  syst( 
for  aircraft  and  naval  vessels — businei 
that  should  boom  under  a  defense-c 
scious  administration. 

So  Sperry  has  some  breathing  roi 
And  it's  going  to  need  it.  "Univac 
traditionally  offered  highly  cost-el 
tive,  very  reliable  products  that  were 
very  innovative,"  says  Ted  Withingi 
vice  president  and  computers  analys 
Arthur  D.  Little.  "Unfortunately,  in 
future  the  growth  will  be  in  the  nj 
innovative  areas."  That  presents  an 
teresting  planning  dilemma  for  Spe 
Do  you  keep  the  earnings  going  smo( 
ly  or  do  you  concentrate  on  reshaf 
the  company?  Probst  will  have  to  ( 
with  that. 

Univac  still  has  the  largest  insta 
base  of  computer  equipment  in  the  W( 
after  IBM's.  Unfortunately,  in  the  n 
promising  growth  areas  in  compu 
Univac  is  represented  weakly  or  n& 
all:  in  minicomputers  and  the  netwc 
ing  of  computerized  equipment  using 
creasingly  dense  and  sophisticated  se 
conductor  chips  {?ORBES,June  28,  J9h 

Sperry's  minicomputer  operati 
moribund  when  Sperry  took  it  over  fj 
Varian  Associates  in  1977,  is  still 
making  any  money.  "Its  market  shan 
minicomputers,"  comments  Paul  i 
basz,  manager  of  industry  analysis  al 
temational  Data  Corp.,  which  endea' 
to  keep  track  of  machine  populations 
so  small  it's  almost  invisible."  . 
Sperry  has  only  now  put  a  pilot  c 
production  plant  into  operation  at 
Minneapolis  facility,  years  after  nl 
other  large  competitors.  Volume  pro(^ 
tion  is  still  years  down  the  road.  | 

One  of  Univac's  strengths  has  alvt 
been  a  customer  base  tied  to  its  eq' 
ment,  more  or  less  unable  to  convei 
other  vendors  without  great  cost 
tribulation.  As  networking  progres 
communicating  with  other  mach 
will  become  an  increasingly  impor 
part  of  any  individual  machine's  capt 
ity.  As  devices  and  programs  to 
communication  proliferate,  the  abilit 
Univac's  customers  to  mesh  Un 
equipment  with  other  producers'  \ 
too.  That  will  open  avenues  for  o 
computer  makers — read  IBM  and 
minicomputer    companies — to  in^ 
Univac's  previously  safe  customer  be  I 

For  his  role  in  keeping  Univac  c  I 
petitive  against  IBM  in  a  tough  busirl 
Gerald  Probst  will  richly  deserve  his 
motion.  But  it  is  a  bit  like  getting 
moted  from  the  frying  pan  to  the  fire 
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m  if  the  Reagan  Administration  can  cope 
b  the  present  economic  crisis,  it  will  still face 
OPEC  determined  to  push  its  advantage  to 
utmost.  Says  OPECs  former  president: 

"High  oil  prices 

are  good 
for  everyone" 


•  OT  CONTENT  with  Constantly 
boosting  the  real  price  of  oil, 
OPEC  members  are  searching  for 
ional  ways  to  make  the  customers 
[f  not  in  money,  in  what?  In  the 
ving  interview  Humberto  Calderon 
Venezuela's  energy  minister  and 
;r  president  of  OPEC,  suggests 
of  the  further  ways  OPEC  may  be 
to  use  its  monopoly  power.  Cal- 
I  even  tries  to  make  it  sound  as  if 
2's  price-gouging  is  really  in  the  vie- 
best  interests.  He  was  interviewed 
month  in  Caracas,  shortly  after 
^'s  Bali  meeting,  by  Contributing 
r  Norman  Gall. 

9£s  Where  does  the  Iran-Iraq  war 
OPEC" 

'ieron  Berti.  Our  priorities  have 
;ed  greatly  since  the  Iran-Iraq  war 
I.  We  were  developing  a  long-range 
gy  and  a  financial  aid  plan  for  oil- 
rting  developing  countries  when 
^ar  broke  out.  Now  we  are  simply 
;  to  get  OPEC  functioning  again.  At 
Ball  meeting  in  December  we 
ed  we  could  survive.  As  a  result  of 
rice  increases  approved  at  Bali,  oil 
imption  will  be  reduced  perhaps  by 
lion  barrels  daily — about  1%  less 
industrial  nations  used  in  1980. 
s  good  for  everyone. 
EC  is  a  permanent  organization,  no 
;r  what  happens.  I  am  convinced 
DPEC  is  and  can  be  a  moderating 
in  international  markets.  If  OPEC 
;  exist,  the  industrialized  countries 
1  have  to  invent  it. 
're  been  proposing  a  new  kind  of 
marketing  strategy  called  "globality. " 
oti  tell  lis  about  it? 

;  globality  of  negotiations  is  the 
novel  aspect  of  our  international  oil 
r.  I  have  proposed  that  we  get  our- 
;  a  premium  in  exchange  for  supply 
ntees.  Venezuela  is  a  secure  and  re- 
oil  supplier.  We  have  produced  pe- 
im  for  nearly  seven  decades,  never 
ing  the  spirit  of  a  contract.  We 
sell  oil  on  the  spot  market  and  we 


Former  OPEC  President  H.  Calderon  Berti 
"Our  priorities  have  changed." 

don't  apply  price  increases  retroactively. 
This  security  of  supply  and  contractual 
performance  has  a  strategic  value  to 
those  who  buy  from  us.  Those  who  have 
had  to  buy  oil  on  the  spot  market  know 
what  I'm  talking  about.  I  am  committed 
to  obtaining  compensation  for  this  stra- 
tegic value  of  Venezuelan  oil. 

For  example,  we  have  just  made  a  deal 
to  increase  our  exports  to  Brazil  from 
20,000  barrels  a  day  to  88,000.  Brazil's 
main  supplier  was  Iraq.  In  return  for  ex- 
panding our  supplies,  Brazil  is  selling  us 
200,000  tons  of  sugar  below  world  mar- 
ket prices.  It  took  only  two  hours  to 
close  this  deal.  I  am  going  soon  to  Japan. 
I  am  disposed  to  seriously  consider  the 
possibility  of  increasing  supplies  of  pe- 
troleum to  Japan,  whose  leading  supplier 
used  to  be  Iran.  Why?  We  are  looking  for 
mass  transport  systems  for  our  cities. 
The  deal  Japan  wants  is  Venezuelan  oil 
at  the  official  price.  The  deal  wc  want  is 
a  mass  transport  system,  a  metro,  if 
possible  without  any  cost  to  us.  It  is 
because  they  may  be  forced  to  pay  a 
premium  on  the  spot  market  or  not  be 
able  to  get  petroleum  on  the  spot  mar- 
ket at  all  that  the  Koreans  may  be  will- 
ing to  send  us  construction  workers  to 
build  our  projects.  This  is  why  the  Ital- 


ians may  be  willing  to  build  cheap  hous- 
ing for  our  people. 

Is  this  in  part  a  concession  that  OPEC 
countries  have  not  always  spent  their  oil 
money  wisely? 

Yes.  We  don't  have  the  management 
capacity  to  handle  all  this  oil  money, 
especially  when  it  quadrupled  the  gov- 
ernment budget  as  happened  in  1973-74. 
The, country  wasn't  used  to  such  huge 
inflows  of  money,  which  launched  a  tre- 
mendous inflationary  wave.  People  had  a 
lot  of  money  in  hand  and  nothing  to  buy 
with  it.  So  this  greatly  increased  prices  of 
basics  like  food,  housing  and  clothing. 
This  has  led  us  to  explore  new  options. 

Venezuela  may  be  a  very  reliable  supplier 
to  other  countries,  but  its  exports  to  the  U.S. 
and  Canada  have  dropped  from  1.4  million 
barrels  a  day  in  1969  to  fewer  than  700,000 
barrels  a  day  in  1979 

Venezuela  continues  to  be  a  very  im- 
portant oil  supplier  to  the  U.S.  But  I 
would  say  that  for  this  to  continue  in  the 
face  of  more  advantageous  options  being 
offered  to  us  by  other  countries,  the  U.S. 
also  must  take  some  steps.  We  have  na- 
scent industries,  for  example.  Why  can't 
U.S.  tariff  policy  enable  Venezuelan  in- 
dustries to  compete  in  the  U.S.? 

Perhaps  because  Venezuelan  manufac- 
turers are  high-cost  producers  for  a  highly 
protected  market  and  have  little  desire  to 
export,  as  opposed  to  those  of  Brazil,  Korea 
or  Japan. 

Venezuelan  industry  supplies  a  small 
domestic  market  of  15  million  or  16  mil- 
lion people  with  limited  purchasing  pow- 
er, providing  no  opportunities  for  econo- 
mies of  scale.  If  we  had  access  to  a  mar- 
ket of  200  million  people,  things  would 
be  different.  We  cannot  compete  with 
U.S.  industry  now.  But  if  Venezuelan  in- 
dustry were  to  receive  incentives  from 
the  American  government  to  export  to 
the  U.S.,  then  we  could  guarantee  secure 
supplies  of  oil. 

For  ten  years  we  tried  to  persuade 
Washington  to  adopt  a  policy  of  hemi- 
spheric preferences,  giving  Venezuelan 
oil  guaranteed  access  to  the  U.S.  market. 
But  we  could  never  achieve  this  because 
U.S.  oil  policy  was  very  parochial,  heav- 
ily influenced  by  the  votes  of  small  com- 
munities in  Texas  and  Oklahoma.  Every 
Venezuelan  oil  minister  felt  himself 
obliged  to  go  to  the  U.S.  shortly  after 
taking  office  and  knock  on  doors  in  New 
York  and  Washington  to  tell  people, 
"Please  keep  buying  our  oil."  We  had  to 
set  up  lobbying  organizations  to  contin- 
ually remind  U.S.  officials  that  we  were 
secure  and  reliable  suppliers.  But  this 
wasn't  very  important  to  those  officials 
at  the  time.  They  said  that  there  were 
abundant  and  much  cheaper  sources  else- 
where. Libya  didn't  have  Qaddafi  in 
power  yet.  The  Shah  was  still  ruling  Iran. 
The  world  has  changed  very  fast.  Things 
that  had  no  value  before  now  have  tre- 
mendous value.  ■ 
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An  official  OPEC  document  outlines 
future  pricing  strategy. 
Read  it  and  weep. 

OPEC's  intended 
strategy 


IT  WOULD  HAVE  BEEN  INCONCEIVABLE  a  decade  ago  but  now  it 
is  happening:  Saudi  Arabia  openly  tries  to  dictate  Ameri- 
can economic  policy.  In  no  uncertain  terms,  its  Oil  Minis- 
ter Sheikh  Ahmed  Zaki  Yamani  told  a  Swiss  weekly  that  he 
was  displeased  because  the  U.S.  government  was  trying  to 
increase  its  strategic  oil  reserves.  What  business  is  that  of 
Saudi  Arabia's?  None  really,  but  as  a  monopolist  Yamani 
wants  to  keep  his  customers  on  a  short  rope.  Funny  thing  is, 
there  isn't  much  the  U.S.  can  do  about  it.  Not  when  Yamani, 
who  is  supposed  to  be  our  "friend,"  threatens  us  with  $50  oil. 

Even  a  public  accustomed  to  constantly  rising  prices  is 
outraged  by  what  is  happening  to  the  price  of  oil.  How  can  the 
price  keep  rising  when  there  is  so  much  of  the  stuff  around? 
Wasn't  there  a  glut  prior  to  the  Iraq-Iran  war?  The  confusion 
exists  in  their  minds  because  Americans  have  not  before  had 
to  deal  with  an  old-fashioned  monopoly  like  OPEC  that  owns 
something  they  can't  do  without  and  that  their  elected  offi- 
cials cannot  control.  With  a  monopoly  like  this,  safe  both  from 
competition  and  from  trustbusters,  any  glut,  by  definition,  is 
going  to  be  temporary. 

Make  no  mistake  about  it:  OPEC  is  a  ruthless  monopoly, 
determined  to  make  the  West  pay  dearly  for  its  addiction  to 
petroleum  products.  That's  well  known  and  accepted.  What 
may  be  less  clear  to  Americans  is  the  sense  of  power  or 
triumph  that  OPEC  feels,  a  sense  that  manifests  itself  in 
sometimes  vague  and  blustery  language  about  noneconomic 
demands.  Put  bluntly,  there  is  a  feeling  that  OPEC  can  reduce 
the  power  and  prosperity  of  the  Western  World  by  determined 
use  of  their  oil  weapon.  All  this  is  set  out  calmly  but  bluntly  in 
an  official  OPEC  document.  Forbes  editors  have  excerpted 
this  stunning  document,  eliminating  a  great  amount  of  self- 
serving  material  about  OPEC's  alleged  sense  of  responsibility 
for  the  less-developed  countries  (which  OPEC  has  virtually 
bankrupted).  We  have  also  supplied  a  running  commentary  to 
make  the  document  more  easily  understandable  to  our  read- 
ers. They  will  not  derive  much  comfort  from  it. 

The  document  itself  is  the  product  of  a  "committee  of 
experts"  under  the  chairmanship  of  the  Saudi  oil  minister. 
The  committee  is  made  up  of  an  Algerian,  an  Iranian,  an  Iraqi, 
a  Kuwaiti,  a  Saudi,  a  Venezuelan  and  an  Arab  OPEC  bureau- 
crat. Observers  close  to  the  situation  say  that  the  report 
prepared  by  this  group  will  serve  as  the  guide  to  OPEC  strategy 
in  the  next  decade.  Say  this  for  the  document:  It  makes  few 
efforts  to  disguise  OPEC's  ambitions  and  intentions.  In  that 
sense  it  may  help  awaken  the  American  people  to  the  serious- 
ness of  the  situation  and  of  the  need  to  press  on  with  develop- 
ment of  alternative  energy  sources  such  as  nuclear,  coal,  shale, 
solar.  The  Iran-Iraq  war  may  have  delayed  the  implementation 
of  OPEC's  strategy,  but,  longer  term,  the  intent  remains  the 
same — and  so  does  the  probable  ability  to  make  it  stick. 


REPORT  OF  THE  MINISTERIAL  COMMITTEE  ! 
ON  LONG-TERM  STRATEGY 
At  the  OPEC  ministerial  meeting  held  in  Taif,  Saudi  Ai 
in  May  1978,  it  was  decided  that,  in  view  of  the  radic 
changed  circumstances  since  the  establishment  of  OPE' 
1960,  a  Ministerial  committee  should  be  set  up  to  redefim 
Organization's  objectives  and  to  formulate  a  long-term  st; 
gy  for  achieving  them. 

During  the  course  of  its  existence,  the  Organization 
more  than  achieved  its  initial  objectives  and  Member  Ci 
tries  had  come  to  take  full  control  over  all  aspects  of  thei 
industries,  including  the  key  decisions  of  pricing,  produc 
levels  and  investment. 

The  problems  [now]  confronting  OPEC  concern  the  forrr 
tion  of  an  overall  pricing  policy  in  the  light  of  a  long-term  t; 
toward  shortages  of  oil  supplies  .  .  .  during  the  transi 
period  in  which  the  world  moves  from  an  oil-based  econ 
to  an  economy  based  on  alternative  fuels. 

A  number  of  events,  of  which  the  most  important  was 
Iranian  revolution,  have  altered  people's  expectations  of 
energy  supply  and  demand  situation  in  the  future  to  or 
endemic  and  recurrent  crises.  There  is  no  doubt  that 
consumer  has  been  greatly  shaken  by  the  rapidity  with 
the  scene  has  changed,  largely  as  a  result  of  temporary  si 
ages  caused  by  the  Iranian  supply  crisis.  But  in  fact,  c 
events  have  occurred  which  confirm  the  more  pessimist: 
the  outlooks  predicting  an  energy  crisis  prior  to  1985. 

The  factors  now  uppermost  in  people's  minds  in  considt 
the  future  supply  of  oil  are  the  following: 

a)  The  Iranian  revolution. 

b)  The  reaffirmation  of  Saudi  Arabia's  decision  to  cons 
its  resources  and  to  impose  a  limit  on  production  of  8.5  mil 
barrels  per  day,  subject  to  review  from  time  to  time.  ^ 
fundamental  has  been  the  Saudi  Arabian  government's  ( 
sion  not  to  develop  maximum  sustainable  producing  caps 
beyond  12  million  barrels  per  day  by  the  year  1985. 

c)  The  Harrisburg  [Three  Mile  Island]  incident,  in  whi 
minor  accident  at  a  nuclear  power  plant  in  the  U.S.  produc 
major  wave  of  fear  of  uncontrolled  radiation,  has  strength( 
the  hand  of  opponents  of  nuclear  energy. 

d)  The  blowout  in  Mexico's  Bay  of  Campeche  will  fur 
stiffen  opposition  in  the  U.S.  to  offshore  drilling  and 
strengthen  opposition  in  Norway  to  further  rapid  developn 
of  the  North  Sea. 

There  are,  in  addition  to  the  above,  a  number  of  r 
general  factors  which  have  affected  the  outlook  for  en 
supply  and  demand.  ; 

e)  The  worsening  political  situation  in  the  Middle  East. 

f)  Continued  reluctance  in  the  industrialized  countrie 
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ider  the  need  for  introducing  structural  changes  in  their 
omic  systems. 

The  likehhood  that  supphes  from  the  Soviet  Union  to  the 
:  will  be  curtailed,  and  the  possibility  that,  on  balance,  the 
2t  bloc  will  become  a  net  importer. 

The  growing  reluctance  in  producing  countries  to  deplete 
ves. 

le  recent  reaction  of  industrial  countries  has  been  to  place 
J  emphasis  on  conservation  and  restraint  on  demand  than 
le  development  of  altematives.  A  major  aspect  of  the  new 
tiasis  on  conservation  and  demand  restraint  has  been  the 
mitment  taken  at  the  Tokyo  Summit  to  restrict  oil  im- 
i  into  Europe  to  their  1978  level  through  1985;  to  restrict 
imports  in  1985  to  the  1977  level  (8.5  million  barrels  per 

Whether  these  commitments  or  targets  are  achievable  is 

to  question. 

?  documefit  proceeds  to  examine  various  estimates  of  what 
^  oil  production  will  be  in  1985  These  estimates  ranged  from  a 
)f  36  million  per  day  to  a  high  of  43  million.  The  document 
s  even  tlje  lowest  of  these  estimates  as  being  above  the  level  at 
I  OPEC  members  should  be  pro- 
ig.  An  ideal  situation  for  a  mo- 
'istic  organization  like  OPEC 
ocument  proceeds. 

s  clear  that  the  OPEC  area  will 
3e  in  a  position  to  satisfy  re- 
;ments  of  this  magnitude  .  .  . 
ig  into  account  the  best  inter- 
af  Member  Countries  with  re- 
:  to  resource-conservation  poli- 
adequate  protection  of  finan- 
surpluses  as  well  as  other 
irtant  factors.  The  OPEC  area's 
lated  producing  capacity  for 
'ear  1985  is  approximately  35 
on  barrels  per  day  and  any  sig- 
ant  increase  in  this  figure  is  dif- 
t  to  envisage  in  the  absence  of  a 

rantial  change  in  the  funda-   

:al  circumstances  which  deter-  oPEC  ministers  at  their  latest 
■  capacity  at  present.  There  are  iVot  by  price  hikes  atone. 
igns  such  changes  will  occur. 

lough  it  uses  polite  language,  at  this  point  the  document 
nes  blunt.  Since  OPEC  members  ought  not  raise  production  to 
nsing  demand,  they  should  instead  keep  raising  prices  in  order 
mpen  demand.  What  about  people  who  need  oil?  Let  em  freeze 
'  dark,  the  OPEC  document  says — in  effect.  How  high  can  the 
go? 


y\    '    CONFERENCE  OF 

«l '  I  I  ORGANIZATION 

■  V   I  OFTHEPETROLEUM 

■  \  I J  EXPORTING 
11  r  ii  COUNTRIES 


1^ 


This  requires  a  minimum  floor  which  will  not  only  guarantee 
maintenance  of  the  price  of  oil  in  real  terms  but  also  increase  it  in 
tandem  with  world  economic  activity.  At  the  same  time,  this 
floor  must  allow  for  temporary  upward  movements  above  it  in 
response  to  short-term  "market"  indications. 

The  OPEC  document  then  proceeds  to  suggest  a  pricing  formula 
that  would  guarantee  that  the  price  of  oil  would  increase,  not 
geared  to  inflation,  but  faster  than  inflation.  The  price  revision 
formula  would  include  three  major  elements.  To  wit: 

1)  Inflation  adjustment. 

2)  Exchange  rate  adjustment. 

3)  Real  increase  based  on  GNP  growth  of  OECD  [Organiza- 
tion for  Economical  Cooperation  &  Development]  countries. 

The  first  two  elements  are  intended  to  keep  the  price  of  oil 
constant  in  real  terms,  while  the  third  introduces  a  (minimum) 
increase  providing  a  gradual  movement  toward  the  equaliza- 
tion of  oil  prices  with  the  cost  of  alternatives. 

To  account  for  inflation,  prices  should  be  adjusted  according 
to  an  index  reflecting  the  impact  of  inflation  on  international 
trade.  Since  OPEC  imports  are  not  only  merchandise  (which 

are  affected  by  changes  in  unit  val- 
ue of  exports)  but  also  include  a 
significant  percentage  of  services, 
another  component  could  be 
brought  into  the  picture  to  take 
care  of  the  impact  of  inflation  ser- 
vices. A  general  inflation  index 
would  give  weights  to  each  of  the 
components  in  accordance  with 
the  shares  of  merchandise  and  ser- 
vices in  total  trade,  e.g.,  two-thirds 
to  the  export  price  index  and  one- 
third  to  the  consumer  price  index. 

Besides  keeping  prices  constant 
in  real  terms,  a  gradual  real  increase 
is  also  called  for.  Rather  than  using 
vague  or  arbitrary  parameters,  it  is 
thought  that  the  state  of  the  econo- 
my of  the  industrialized  countries 
may  be  most  appropriate.  Real  GNP 
meeting  growth  in  OECD  countries  not  only 

measures  their  ability  to  absorb 
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is  means  that  oil  prices  should,  in  the  long  term,  approxi- 
the  level  of  "the  cost  of  altematives."  Since  the  cost  and 
re  of  altematives  to  petroleum  products  are  not  only 
rtain  but  also  moving  over  time,  the  target  has  to  be 
3le  and  dynamic.  An  OPEC  commitment  to  such  a  target 
nduce  a  degree  of  confidence  in  investments  related  to  the 
lopment  of  alternatives,  a  process  which  is  necessary  for 
e  energy  balances.  The  economics  of  high-cost  oil  and 
need  recovery  will  be  improved  since  these  incremental 
acarbon  supplies  would  be  taken  care  of  as  oil  prices 
)ach  the  target  or  "ceiling." 

rk  that  highfalutin  language  about  'future  energy  balances. " 
!  open  prescription  for  charging  what  the  market  will  hear  and 
ustify'ing  it  on  the  grounds  of  consen'ation  and  of  preserving 
nal  patrimonies.  In  less  noble  terms  the  document  goes  on  to 
at  prices  must  never — but  never — be  allowed  to  drop. 

nore  immediate  and  concrete  impact  is  the  definition  of  a 
mum  pricing  floor  to  guarantee  continuous  advance  over 
toward  the  target. 


price  increases,  but  also  indicates  the  tendency  toward  greater 
energy  consumption,  with  potential  pressures  on  supply. 

In  application,  the  largest  component  of  the  price  adjust- 
ment may  very  well  be  that  of  inflation,  a  phenomenon  which 
has  become  institutionalized. 

The  exchange  rate  component  may  prove  to  be  a  random 
one  with  the  effect  of  increasing  or  decreasing  the  nominal 
price.  On  the  other  hand,  the  real  increment  of  GNP  is  expect- 
ed to  be  a  relatively  steady,  but  low,  component  of  the  price 
floor.  The  component  may  be  around  3%,  while  inflation  may 
be  2  or  3  times  as  large  a  component. 

Such  an  active  price  movement  would  mean  that  prices  in 
nominal  terms  would  be  doubling  in  less  than  seven  years. 

With  regard  to  the  regularity  of  application  of  the  minimum 
price  adjustment,  it  would  be  advisable  to  operate  it  on  a 
quarterly  basis. 

//  is  significant  that  the  strategy  document  nowhere  deals  with  the 
impact  of  a  further  doubling  of  oil  prices  on  the  consuming  nations. 
The  tone  is  clear  It's  their  tough  luck.  The  document  ignores  tlye  fact 
that  such  a  formula  could  only  give  continual  upward  nudges  to 
the  inflationary  spiral  tfjroughout  tlje  world.  In  a  tone  of  almost 
incredible  arrogance,  the  OPEC  document  warns  the  West:  You  ain't 
seen  nothing  yet. 

The  fact  that  OPEC  Member  Countries  are  now  in  a  position 
to  decide  how  much  oil  to  produce,  to  whom  to  sell  and  at 
what  price,  has  drastically  changed  the  relationship  between 
oil  producers  and  oil  consumers.  As  a  result,  the  industrialized 
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countries  have  become  as  much  dependent  on  OPEC  decisions 
for  their  energy  requirements  as  the  oil  exporting  countries  are 
dependent  on  imports  from  the  technology  of  industrialized 
countries  for  their  development. 

[But]  even  now  when  oil  power  prevails,  underdevelopment 
makes  OPEC  countries  vulnerable  to  the  consequences  of 
unequal  exchange.  Conditions  under  which  industrialized 
countries  sell  their  goods,  conclude  contracts  for  works  and 
transfer  of  technology  may  be  unfavorable.  Underdevelopment 
and  the  associated  dependence  weakens  the  oil  power. 

Limitations  on  that  power  have  deprived  OPEC  countries  of 
the  prominent  role  they  are  entitled  to  play  in  some  interna- 
tional institutions.  To  take  one  example:  Large  financial  par- 
ticipation in  the  IMF  and  the  World  Bank  was  made  without 
adequate  changes  in  the  voting  structure  of  these  institutions. 
Furthermore,  OPEC  countries'  attempts  to  secure  significant 
changes  in  the  world  economic  system  in  favor  of  other 
developing  countries  have  been  resisted  by  the  industrialized 
countries  and  virtually  defeated.  Oil  power  on  its  own  has  not 
delivered  the  new  international  economic  order. 

There  appears  to  be  a  general  view  among  the  major  oil 
consumers  that  OPEC  oil  should  be  treated  as  a  balancing 
source  of  energy,  to  be  supplied  as  needed  by  consumers, 
during  the  period  of  transition.  This  concept  implies  a  fluctuat- 
ing volume  of  oil  supply  to  the  consumers,  without  due  regard 
to  financial  or  economic  requirements  and  future  energy  needs 
of  oil  exporting  countries.  The  dependence  of  industrialized 
countries  on  oil  means  that  they  incur  the  risk  of  having  to 
transfer  resources  (income  or  assets)  to  oil  exporting  countries. 
This  is  inescapable  in  the  first  instance,  though  in  practice  the 
industrialized  countries  have  been  successful  in  recovering 
their  losses. 

OPEC  countries  have  no  interest  in  destroying  the  world's 
industrialized  economy.  But  we  cannot  say  that  OECD  has  no 
interest  in  breaking  up  OPEC.  In  conditions  of  peace  or  inter- 
national cooperation  foreign  trade  is  an  interdependence. 
OPEC  countries  buy  a  large  variety  of  goods  and  services  from 
a  number  of  industrialized  countries  which  need  to  sell  as 
much  as  OPEC  may  need  to  buy.  So  long  as  the  developed 
world  needs  to  import  oil  and  so  long  as  it  is  not  denied  access 
to  this  oil  it  will  be  more  than  eager  to  sell  goods  and  services 
that  are  demanded. 

OPEC  holds  power  in  the  present  phase  of  the  game.  In  a 
sense,  the  ball  is  in  OPEC's  court.  The  industrialized  world 
may  dream  of  breaking  up  OPEC  but  this  is  outside  its  powers. 
It  may  think  OPEC  countries  are  dependent  on  its  goods,  skills 
and  services,  but  this  dependence  is  far  from  absolute  and  is 
correlative  of  the  industrialized  world's  own  dependence  on 
oil.  The  industrialized  world's  only  strength  is  that  it  is  indus- 
trialized, and  OPEC  countries  are  undeveloped.  It  is  up  to 
OPEC  to  use  its  present  strength  to  bridge  the  gap  to  a  future 
without  oil. 

Strike  while  the  iron  is  hot,  the  document  urges  OPEC  members. 

OPEC  has  oil  and  thus  power  now  but  because  of  depletion 
will  be  weak  vis-a-vis  the  industrialized  world  in  the  long  term. 
It  is  therefore  in  the  short-to-medium  term  that  OPEC  can 
gain  on  its  bargaining  power. 

OPEC  ought  not  to  settle  for  money  alone,  the  document  asserts 

For  OPEC,  two  financial  problems  arise  from  their  relation- 
ships with  the  industrialized  countries.  One  is  the  so-called 
problem  of  "surplus  funds"  of  some  OPEC  countries — that  is, 
the  portion  of  their  oil  revenues  which  is  not  yet  committed  to 
the  financing  of  their  own  economic  and  social  development. 
The  second  problem  is  the  borrowing  needs  of  the  other  OPEC 
countries. 

The  first  problem  is  created  mainly  by  the  developed 
countries'  needs  for  oil  and  willingness  of  the  major  OPEC 
producers  to  meet  such  needs  by  producing  more  than  their 
national  financial  requirements  in  any  given  period  of  time. 


though  not  necessarily  over  the  long  term.  The  placemei 
those  funds  in  financial  investments  in  the  industrial 
countries  exposes  them  to  erosion  in  value  through  inflat|i 
and  is  facing  a  multiplicity  of  growing  legal  and  admini:i| 
tive  restrictions  of  a  discriminatory  nature  which  tend! 
throw  doubt  on  their  ultimate  security.  If  the  industrial l 
countries  are  looking  for  security  of  oil  supply  in  a  fu  i 
dialog,  then  a  major  item  on  the  agenda  for  such  di|j 
should  be  guaranteed  access  to  their  financial  and  ins  \ 
ment  markets  for  OPEC  funds  on  at  least  parity  of  te  ; 
and  conditions  as  those  applied  to  the  investments  of 
industrialized  countries  among  themselves;  the  mos 
vored-nation  treatment. 

Similarly  it  is  essential  that  OPEC  should  secure  foj  i 
members  who  are  large  contributors  to  the  IMF  and  the  W  i 
Bank  a  place  commensurate  with  their  contribution.  '  i 
should  be  reflected  in  an  increased  share  in  managemer  i 
these  institutions,  as  well  as  in  all  negotiations  for  intemat , 
al  monetary  reforms.  OPEC  should  exercise  leverage  on  i 
developed  countries  to  seek  improvements  in  the  lo  i 
developing  countries  on  development,  monetary  issues, 
materials  and  trade.  In  particular,  OPEC  must  put  pressur 
the  industrialized  countries  to  increase  their  share  of  ai 
the  less  developed  coimtries  and  create  a  more  balar 
situation  between  OPEC  contributions  and  that  of  the  in- 
trialized  countries  in  terms  of  percentages  of  the  Gf 
Paradoxically,  this  is  a  problem  of  relationship  between  Oj 
and  the  developed  world. 

That's  not  all.  In  fact,  the  clincher  is  yet  to  come:  If  we  want 
long  run,  we  have  to  buy  their  steel  and  aluminum  and petrocht 
cals.  It's  reminiscent  of  World  War  II,  when  the  liquor  compa 
forced  dealers  to  take  rum  if  they  wanted  to  have  Scotch  to  sell. 

Considering  OPEC  countries'  great  potential  for  mal 
substantial  progress  in  the  fields  of  refining,  petrochemical 
other  hydrocarbon-based  industries,  and  being  part  of  t 
overall  economic  development  objectives,  to  develop  do 
stream  industries  in  order  to  diversify  their  industrial  base 
realize  value-added  benefits,  they  therefore  could  demand 
cooperation  of  developed  countries  toward  economic  inte 
tion  of  the  aforesaid  downstream  industries  of  OPEC  count 
into  the  expanding  global  industrial  commimity.  The  de 
oped  countries  should  be  expected  to  adopt  effective  measi 
to  enable  the  petroleum  refineries,  petrochemical  and  o 
hydrocarbon-based  industries  of  OPEC  countries  to  have 
access  to  the  markets  of  developed  countries. 

Industrialized  countries  must  give  serious  consideratioi 
concentration  of  energy-intensive  industries  such  as  the  rec 
tion  of  iron  and  aluminum  in  areas  of  low  energy  costs- 
areas  of  natural  gas  production  in  OPEC  countries.  Basic  pe 
chemicals  must  also  be  made  in  these  same  areas.  This  cai 
done  by  OPEC  countries  alone  or  in  partnership  with  indu; 
alized  countries. 

Finally,  the  developed  countries  should  be  encouragec 
facilitate  a  greater  OPEC  presence  in  their  own  economies 
their  economic,  financial  and  trade  policy  and  take  01 
interests  more  explicitly  into  account. 

The  continuation  of  the  present  OPEC  approach,  i.e ,  t; 
preoccupation  only  with  the  price  questions,  hmits  the  col 
tive  demands  of  oil  exporting  countries  to  the  detrimen 
their  long-term  interests.  This  approach  is  preferable  to  inc 
trialized  nations  and  relieves  them  from  giving  additic 
concessions  to  OPEC. 

Additional  concessions! 

Can  anyone  read  this  document  unthout  becoming  convin 
the  i  .S.  must  break  all  the  bottlenecks  holding  up  develops 
of  alternative  etiergy  and  must  step  up  even  further  its  cotise' 
tion  efforts?  After  reading  from  this  document,  can  anyone 
believe  tfxit  the  oil  companies  are  somehow  responsible  for 
mess?  ■ 
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^he  Department  of  Energy  were  just  inept,  it 
mldn't  be  so  bad.  What  should  President 
agan  do  about  this  bureaucratic  monster? 


Put  it  out 
of  its  misery? 


By  Jerry  Flint 


I   VEN   BEFORE  HE   MOVED   into  the 

_  office,  President  Reagan's  Secre- 
■  tary  of  Energy  James  Edwards  said 
vould  like  to  come  to  Washington 
close  the  damned  thing  down.  If  he 
thousands  would  cheer, 
ae  Department  of  Energy  is  consid- 

one  of  the  more  inefficient  bureau- 
ies,  and  congressmen  generally  call  it 
Norstfsee  box).  The  DOE  is  symbolic 

system  breaking  down:  A  Defense 
artment  that  forever  studies  new 
pons  but  can't  seem  to  build  them,  a 
isportation  Department  that  wastes 
cade  demanding  a  bus  that  won't 
c,  welfare  programs  that  promote  de- 
lency  and  a  tax  system  that  weakens 
:ax  base. 

deed,  the  Department  of  Energy  is 
ably  best  known  for  its  failures:  the 
egic  petroleum  reserve  that  the 
cy  never  quite  got  around  to  filling, 
its  allocation  system  in  the  fuel  cri- 
if  mid- 1979,  when,  as  Alvin  Aim,  a 
er  DOE  assistant  secretary,  put  it, 

agency  tumed  a  4%  oil  shortage 
8%  in  gasoline  and  telescoped  that 
a  20%  shortage  in  many  areas." 
iderstanding  what  went  wrong  at 
gy  gives  an  idea  of  what  the  Reagan 
comers  are  up  against  in  trying  to 
I  the  federal  bureaucracy, 
le  Department's  own  management 
y,  done  by  Coopers  &  Lybrand,  set 
n  a  key  problem:  "There  is  no  over- 
Iming  national  consensus  about  ap- 
riate  energy  policy  or  even  about  the 
re  of  the  problem."  Adds  Repre- 
itive  Phil  Gramm  (D-Tex.), 
rough  the  1970s  no  Congress  wanted 
lake  those  decisions."  Those  battles 
itill  being  fought:  between  produc- 

and  environment,  nuclear  and  no 
no  growth  or  small-is-better 
ist  synthetic  fuels,  regulation  versus 
?ulation.  "DOE  was  started  when 
the  people  didn't  know  we  imported 
cracks  James  Bishop,  who  was  press 


officer  for  James  Schlesinger,  the  first 
DOE  Secretary,  in  the  early  days. 

One  Washington  veteran  put  it  suc- 
cinctly: "You  had  this  huge  agency,  at- 
tracting some  of  the  dregs  of  the  bureau- 
cracy with  9  zillion  things  to  do,  no 
defined  or  thought-out  authority,  lots  of 
money,  lots  of  little  satrapies.  You  got 
atomic  energy  guys  fighting  with  coal 
supporters  and  an  environmental  section 
that  didn't  know  why  it  was  there.  Good 
people  tended  to  leave.  Schlesinger, 
when  he  was  there,  would  give  testimo- 
ny outlining  one  position  that  would  be 
undercut  by  the  White  House,  some- 
times by  people  within  his  own  depart- 
ment. It  was  put  together  too  fast,  given 
lots  of  money  and  grew  up  to  be  too  big." 

The  agency,  started  in  October  1977, 
has  20,000  employees  and  a  $12  billion 
budget,  but  half  of  that  is  accounted  for 
by  defense — nuclear  weapons  produc- 
tion— and  the  strategic  oil  reserve.  It  was 
put  together  by  lumping  50  separate 
units  from  around  the  bureaucracy.  "The 
predecessor  agencies,"  said  the  Coopers 
Lybrand  study,  "had  very  different 
missions,  styles  and  systems.  Moreover, 
these  organizations  were  not,  in  general, 
held  in  the  highest  regard  and  were  often 
the  center  of  controversy." 

Of  course,  the  first  Secretary  of  Ener- 
gy, Schlesinger,  was  spending  his  time 
testifying  before  Congress  on  the  Carter 


energy  proposals  as  his  department  was 
being  formed.  "It  was  as  if  the  Super 
Bowl  game  were  being  played  while  the 
referees  were  arguing  about  and  making 
up  the  rules  and  the  players  were  still 
being  selected,"  said  the  management 
study.  Others  more  cynically  suggested 
that  the  less  Schlesinger  did,  the  better 
off  the  nation  was. 

Meanwhile,  the  huge  contracting  pro- 
gram, literally  billions  of  dollars  in  re- 
search and  development,  seems  to  have 
gotten  by  with  the  minimum  of  account- 
ability. "We  can't  even  track  down  who 
looked  at  a  rejected  project  and  why  it 
was  rejected,"  complained  Margaret 
Downs,  a  legislative  assistant  for  Repre- 
sentative James  Jeffords  (R-Vt.).  She  re- 
calls the  study  of  whey. 

"There  was  a  grant  awarded  to  a  small 
energy  consulting  company  in  Massa- 
chusetts to  study  the  use  of  whey,  a 
cheese  by-product,  to  make  alcohol  fuel. 
This  company  was  somehow  connected 
with  a  small  fuel  company  that  distrib- 
utes oil  products.  We  questioned  wheth- 
er they  had  the  expertise  to  do  such  a 
complex  study.  But  their  proposals  said 
the  principal  source  for  whey  is  a  new 
plant  in  Vermont.  As  it  tumed  out,  the 
Vermont  company  already  knew  how  to 
turn  whey  into  alcohol  fuel  and  already 
did  it  through  a  company  they  owned  in 
Ireland."  The  grant  was  only  $90,000,  a 
trifle  in  Washington,  but  the  bigger  ques- 
tion is  whether  half  a  dozen  years  after 
the  first  Arab  oil  embargo  the  U.S. 
should  be  trying  to  work  its  whey  into 
this  problem. 

The  options  before  the  new  Admmis- 
tration?  They  include  trying  to  make  the 
department  run  well,  eliminating  price 
controls  on  oil,  maybe  gas,  leaning  more 
toward  the  free  market,  passing  some  of 
DOE's  functions  to  other  bureaucracies, 
or  simply  letting  DOE  expire. 

Disband  the  department?  No,  never, 
says  Representative  Gramm,  a  man  wise 
in  the  ways  of  Washington.  "If  you  want 
to  kill  ants,  the  last  thing  you  do  is  scat- 
ter the  anthill,"  he  says.  Killing  the  de- 
partment will  send  those  bureaucrats 
back  to  their  old  homes  in  Commerce, 
Labor  or  Interior.  "They'll  be  there  until 
they  are  dead — until  we're  dead."  ■ 


Winning  the  worst  way 


Forbes  polled  the  members  of  Congress  for  their  candidates  for  most  inefficient 
or  ineffective  department,  agency  or  bureaucracy.  Some  130,  about  one-fourth, 
replied.  Of  those  130,  some  56  listed  the  Department  of  Energy  as  number  one  in 
that  category,  although  a  few  of  those  divided  their  choice.  The  Department  of 
Housing  &  Urban  Development  got  1 7  first-place  votes  as  did  Health  &  Human 
Services  plus  the  Department  of  Education. 

Forbes  also  asked  candidates  for  the  most  efficient  departments.  The  winner: 
the  Treasury/Internal  Revenue  Service,  which  does  collect  the  money  well, 
followed  by  the  Defense  Department  and  the  Social  Security  Department,  which 
does  get  the  money  out,  with  strong  showings  by  agencies  such  as  the  Economic 
Development  Agency,  the  Corps  of  Engineers,  the  Agriculture  Department, 
Justice  and  the  FBI.— J.F 
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Canada's  largest  bank  is  bigger  than  J. P.  Morgan  and  boosting  t 
foreign  business  fast — but  Rowlie  Frazee  worries  about  anonymity,  i 


The  Royal  what? 


By  Paul  Gibson 


CHAIRMAN  Rowland  C.  Frazee  of 
The  Royal  Bank  of  Canada  is  his 
country's  most  powerful  banker. 
Mostly  he  dwells  three  floors  above  the 
hurly-burly  in  an  Olympian  office  at  the 
Royal's  Montreal  headquarters.  His  suite 
includes  an  anteroom  reminiscent  of  a 
mausoleum  and  Frazee's  own  wood-pan- 
eled office,  so  huge  that  a  century-old 
400-square-foot  Persian  carpet  fails  to 
cover  the  parquet  floor. 

Though  his  U.S.  counterparts  David 
Rockefeller  and  Walter  Wriston  have 
household  names  and  public  personal- 
ities, Frazee  prefers  a  low  profile — even 
among  his  own  employees.  He  agrees  to 
pose  on  the  main  banking  floor  for  a 
Forbes  photographer,  but  confides:  "I  al- 
ways worry  that  people  won't  recognize 
me;  they  may  wonder  why  I  am  having 
my  picture  taken  here." 

The  Royal  has  been  almost  as  diffi- 
dent, as  deliberately  anonymous  as  its 
chief  executive.  For  decades  it  has  been 
Canada's  largest  bank.  It  boasts  a  coast- 
to-coast  retail  network  of  1,522  branches 
and  holds  about  $18  billion  in  secure 
retail  deposits.  That's  twice  the  volume 
taken  by  Citicorp  and  almost  half  again 
as  many  as  Bank  of  America  operates — 
an  empire  any  American  banker  would 
pawn  his  ledger  books  to  run. 

Yet  Frazee  brushes  retail  operations 
lightly  aside.  The  time  has  come,  he  in- 
sists, for  the  Royal  to  be  recognized  as  a 
top-tier  international  bank.  "It's  just  not 
well  enough  known  what  we  do  abroad." 

Too  few  outsiders,  he  says,  realize  that 
the  Royal,  which  was  founded  in  1869  to 
fund  the  Nova  Scotian  fishing  trade, 
went  international  before  it  went  nation- 
al. "We  had  a  branch  in  Bermuda  before 
we  were  in  Ontario,"  Frazee  explains, 
'  and  branches  throughout  Latin  Amer- 
ica before  we  were  big  in  western  Can- 
ada." Now,  while  spre;!ds  on  domestic 
business  are  razor  thin,  income  from  the 
Royal's  overseas  network  of  some  200 


offices  often  accounts  for  more  than  half 
of  total  profits. 

In  Its  fiscal  year  ending  in  October,  the 
Royal  had  $53  billion  in  assets.  That 
pushed  It  ahead  of  Manufacturers  Han- 
over and  I.R  Morgan  to  rank  as  the 
fourth-largest  bank  in  North  America. 
Roughly  one-third  of  the  Royal's  assets 
are  foreign-based,  up  from  $7  billion  only 
five  years  ago.  Moreover,  while  Royal's 
total  profits  of  $283  million  in  fiscal  1980 
have  grown  in  five  years  at  a  16%  com- 
pound rate — exceeding  all  but  the  BofA's 
18%  among  the  big  U.S.  banks — its  in- 
come from  international  ventures  has 
grown  even  faster,  at  a  26%  compounded 
rate.  Quite  impressive,  considering  that 
until  the  old  restrictive  Canadian  bank- 
ing rules  were  changed  last  December, 
the  Royal  was  barred  from  choice  mar- 
kets like  lapan  and  Switzerland. 

Trouble  is,  the  Royal  has  a  reticence 


remarkable  even  by  Canadian  standa 
and  as  a  result  it  has  often  failed  to  i 
italize  on  an  early  lead  abroad.  For  ex. 
pie,  until  a  year  ago  its  New  York  age 
lay  virtually  dormant;  the  Royal  wor 
lest  expansion  would  upset  New  \ 
State  banking  authorities.  Similarly, 
Royal  has  let  others  outpace  it  in  L. 
America.  Since  1975,  Chase  Man 
tan's  operating  earnings  there  h 
soared  from  SI 7.6  million  to  )ust  ui 
$70  million  while  the  Royal,  wFj 
opened  its  first  branch  in  Brazil  in  h 
probably  still  earns  less  than  $25  mil 
in  the  region. 

Now  the  59-year-old  Frazee,  who  st 
ed  out  in  1939  as  a  $400-a-year  telle 
New  Brunswick,  aims  to  become  n 
aggressive.  The  U.S.  is  his  main  ex) 
sion  target — though  he  doesn't  want 
technical  headaches  of  acquiring  a  m 
retail  banking  operation  here.  Inst 


CbciirDKiii  Rou  Uoid  C  Frazee  oj The  Royal  Hank  of  Canada 
Even  a  banker  must  toot  his  own  horn  sometimes. 
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With  most  copiers,  it  takes  a  little 
insenuity  to  copy  an  11"  x  17"  original 

With  the  "565"  it's  as  simple  as  pushing 
a  button.  Because  besides  copying  originals  up  to 
1 1 "  X  17",  It  can  also  save  you  a  lot  of  time. 

You  see,  the  "565"  features 
microprocessor  technology  And  code  display 
diagnostics. 

As  well  as  an  automatic  toner  control 
system  combined  with  an  electronic  sensor  that 
adjusts  the  copier  to  match  your  original.  So  you're 
virtually  assured  a  beautiful  copy  Time  after  time. 
Twenty  every  minute. 


Of  course,  all  of  that  science  allowed  us 
to  build  a  lot  of  convenience  into  the  "565';  too.  Like 
a  Pause-lnterrupt-Resume  feature.  Dual  paper 
cassettes  with  a  versatility  bypass.  And  a  new  touch 
control  operator  panel  that's  as  sleek  as  it  is  simple. 

Our  new  "565"  is  truly  a  marvelous 
machine.  Because,  besides  making  beautiful  copies 
up  to  11"  X  17",  it  can  save  you  a  lot  of  time.  And 
that's  something  ever/one  can  use  a  little  more  of. 

For  more  information,  call  toll-free 
800-328-1684  (in  Minnesota,  800-792-1072). 

Or  write  3M  Copying  Products, 
Building  220-10E/3M  Center,  St.  Paul,  MN  55144. 


Copyins  Products  Division 
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Royal  recently  increased  the  size  of  its 
U.S.  headquarters  staff  from  7  to  .SO  and 
moved  the  operation  from  Montreal  to 
New  York.  Then  came  $100  million  in 
new  capital  to  make  its  Royal  Bank  dk 
Trust  Co.  subsidiary  almost  as  large  as 
the  Bank  of  New  York.  That  means  the 
Royal  can  boost  its  maximum  loan  from 
$3  million  to  $13  million,  and  Frazee 
hopes  that  his  total  U.S.  loan  portfolio 
will  double  to  $4  billion  by  mid- 1982.  In 
addition  the  Royal  recently  opened  an 
agency  in  Miami,  which  accepts  deposits 
from  offshore  clients. 

The  Royal  buys  its  funds  for  the  same 
rates  as  any  local  banker,  so  it  will  not  be 
making  cheaper  loans.  However,  Frazee 
sees  a  ready  market  among  customers 
that  have  already  exhausted  credit  lines 
with  U.S.  banks.  Most  of  that  business 
should  come  from  large  corporations  and 
multinationals. 

To  push  further  abroad  the  Royal  will 


By  Ben  Weberman 

Boston's  aggressive  Fidelity 
Group  presides  over  a  family  of 
mutual  funds  with  $9  billion  in 
assets.  Last  year,  when  Fidelity  wanted 
to  manage  money  for  middle-size  pen- 
sion plans  as  well,  there  was  one  small 
obstacle.  It  could  not  offer  pooled  ac- 
counts, like  those  of  bank  trust  depart- 
ments. No  problem.  Fidelity  applied  for  a 
state  bank  charter,  since  Massachusetts 
law  permits  charters  only  for  full-service 
banks.  Thus  its  new  subsidiary.  Fidelity 
Management  Trust  Co.,  is  now  a  full- 
service  bank,  with  the  approval  of  the 
Federal  Deposit  Insurance  Corp.  This 
gives  Fidelity  a  shot  at  $255  billion  of  the 
$500  billion  of  assets  m  employee  benefit 
plans,  an  FDIC  statement  notes. 

Fidelity,  of  course,  isn't  making  loans. 
But  a  banking  charter  allows  the  com- 
pany to  expand  money  management  busi- 
ness into  new  areas.  More  than  a  decade 
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focus  on  the  Pacific,  particularly  Austra- 
lia, where  old  Commonwealth  ties  are  an 
asset  and  where  Canada  is  much  ad- 
mired. Beyond  that,  Frazee  has  formed  a 
Global  Energy  Group  centered. in  Cal- 
gary, with  offices  in  Houston,  Denver, 
London  and  Singapore.  The  Royal  keeps 
a  $6  billion  book  of  energy  loans.  Often, 
however,  margins  on  this  business  have 
barely  covered  capital  costs.  Now  Frazee 
hopes  that  by  offering  technical  and  con- 
sulting services  and  with  more  astute 
bidding,  the  Royal  can  make  money  by 
funding  energy  projects  that  less  knowl- 
edgeable bankers  avoid. 

To  round  out  his  changes,  Frazee  has 
streamlined  operations  by  creating  four 
distinct  groups — Canadian  retail  and 
commercial,  corporate  banking  and  in- 
ternational. "We're  really  four  banks  in 
one,"  says  Frazee,  who  has  named  a  se- 
nior executive  as  a  line  officer  to  head  up 
each  group  and  to  be  directly  accountable 


ago  Eaton  &  Howard,  another  Boston 
mutual  fund,  made  a  similar  move,  as  did 
Los  Angeles'  Capital  Group.  Today,  there 
are  perhaps  a  half-dozen  of  these  demi- 
banks — most  owned  by  money  managers 
eager  to  broaden  their  services. 

If  a  mutual  fund  can  own  a  bank,  can  a 
bank  own  a  mutual  fund;  The  U.S.  Su- 
preme Court  ruled  about  ten  years  ago  that 
Citibank's  trust  department  could  not  sell 
to  the  public  shares  in  a  commingled  fund. 
That,  said  the  Court,  would  violate  the 
Glass-Steagall  Act,  which  separates  com- 
mercial banking  from  the  securities  busi- 
ness. The  ban  doesn't  work  in  reverse. 
Regulators  now  permit  a  mutual  fund 
adviser  to  commingle  other  people's  mon- 
ey through  owned  trust  banks. 

Says  John  F.  O'Brien,  Fidelity  Manage- 
ment &  Research  Co.  executive  vice 
president;  "Over  the  years  a  number  of 
middle-size  pension  accounts  have  come 
to  us,  and  we  haven't  been  able  to  handle 
the  business.  Now  we  can.  We'll  simply 


for  its  profitability.  Signs  of  the  new 
gressiveness;  Royal  recently  beat  out 
tibank  and  Morgan  to  become  finan 
adviser  to  the  Western  Australia  S 
Energy  Commission,  and  it  bagged 
Woolworth  account  in  Canada.  W 
worth's  previous  banker,  second-ran 
Canadian  Imperial  Bank  of  Comme 
was  trapped  trying  to  give  advice  to  t 
Woolworth  and  Brascan  during  t 
recent  taket)ver  battle. 

Ask  Rowlie  Frazee.  what's  ahead 
the  Royal,  and  he  cannot  quite  she£ 
those  years  of  reticence.  He  couches 
reply  in  platitudes  about  the  time  b( 
ripe  for  the  Royal  to  join  the  first  tie 
international  bankers.  Perhaps  he  she 
just  let  the  numbers  do  the  talk 
Royal's  international  income  for  fi 
1980  was  ahead  57%  and  total  pre 
were  up  21.5% — better  than  twice 
increase  of  Bank  of  America  and  4  til 
that  of  Citicorp.  ■ 


use  commingled  funds  in  the  trus 
manage  investments."  Others  th 
that's  smart,  too.  Frank  Russell  Co., 
coma-based  pension  fund  consulta 
set  up  a  demibank  last  October.  Its 
get.  $2  billion  in  pension  and  profit-s! 
ing  plan  assets  by  1983 — roughly  as 
as  the  nation's  55th-largest  bank  t 
department.  Chicago's  Kemper  Finan 
Services  and  a  subsidiary  of  Kansas  ( 
Southern  Co.  jointly  own  a  Misso 
based  demibank.  So  does  giant  Invea 
Diversified  Services  in  Minneapolis. 

The  sheer  size  of  operations  like  Fi 
ity's  and  Russell's  and  the  full-ser 
charters  in  Massachusetts  have  set 
bankers  to  musing.  Says  Anthony 
Howkins,  executive  vice  president 
charge  of  Citibank's  investment  rr 
agement  group,  "The  FDIC  approva 
absolutely  astonishing.  I  am  not  sure, 
opposed  to  It  because  this  may  be 
opening  of  broader  competition.  I  h 
asked  our  people  to  come  up  with  a  ct 
terpart  to  money  market  mutual  fum 
Thus,  the  Supreme  Court's  view  ( 
decade  ago  is  likely  to  be  tested  anev 

In  Massachusetts  the  loudest  prot 
come  from  thrifts,  which  argue  that 
delity  already  drained  over  $4.5  bill 
out  of  "people"  savings  into  money  n 
kef  funds  and  shouldn't  be  allowed  t( 
after  pension  savings  as  well. 

Still,  protests  are  surprisingly  in 
Giants  like  Citibank  are  playing  caj 
If  mutual  funds  can  start  their  c 
banks,  banks  ought  to  be  able  to  s 
mutual  funds.  Says  SEC  Commissic 
Stephen  I.  Friedman:  "I  don't  see  wh 
should  make  any  difference.  This  i 
new  and  startling  example  of  the  ext 
to  which  market  innovation  has  i 
paced  our  regulatory  system."  Sc 
bankers,  in  fact,  believe  that  allow 
competition  a  brief  edge  will  bring  r« 
lators  into  reality.  ■ 
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By  forming  their  own  banks,  mutual  funds 
have  found  a  way  to  grow.  The  bankers  arent 
rying  yet.  It  may  be  their  ticket  into  money 
market  and  other  types  of  mutual  funds. 

Wolves  in 
sheep's  clothing 


•  Major  companies  now  locating  in  Oklahoma 
say  they  like  the  winning  combination  of  central 
location,  highly  productive  labor  force,  available 
energy,  outstanding  industry  training  program, 
excellent  business  climate  and  favorable  taxes. 

•  Oklahoma  recently  enacted  legislation  providing 
$250  income  tax  credit  for  each  new  job  created  in 
..manufacturing  and  processing. 

•  These  are  but  a  few  reasons  why  Oklahoma 
had  the  third  largest  increase  in  manufacturing 
employment  of  all  50  states  the  past  10  years. 

THESE  COMPANIES  FOUND 
THE  RIGHT  COMBINATION 

International  Harvester 
Huffy  Bicycle,  Shaklee,  Goodyear, 

Baker  International,  KOBE, 
U.S.  Steel  and  Franklin  Electric. 
There  are  many  more. 

.,;  To  discover  why  these  companies  found  their  RIGHT 
■  COMBINATION  in  Oklahoma,  write  in  confidence  to: 
Director,  Industrial  Division,  Oklahoma  Department  of 
Economic  Development,  Suite       ,  P.O  Box  53424. 
State  Capitol  Station,  Oklahoma  City,  OK  73152 
(Phone  405-521-2401) 


The  Profitable 
Place  To  Be 


Read  all  about  it!  Newspaper  moguls  ask 
Congress  to  muffle  Bell,  say  March  of  Technol- 
ogy plays  only  for  them. 

For  whom  does 
Bell  toll? 


By  Hedd  A.  Cohen 

NEXT  August,  American  Tele- 
phone &.  Telegraph  Co.  will  begin 
a  14-month  experiment  in  Aus- 
tin, Tex.  offering  an  electronic  version  of 
the  Yellow  Pages  to  residential  and  busi- 
ness customers.  Using  a  television 
screen  and  a  computer  terminal  linked  to 
telephone  lines,  AT&.T  will  offer  adver- 
tisers the  chance  to  list  up-to-the-minute 
price  and  availability  in  their  Yellow 
Pages  ad.  You  want  a  screen  for  your 
fireplace?  Ask  the  gadget  and  it  will  tell 
you  where  you  can  get  it  now— and  for 
how  much. 

If  the  experiment  is  successful,  the 
communications  giant  will  place  its  $2.3 
billion  Yellow  Pages  business  in  a  sepa- 
rate, wholly  owned  subsidiary  and  offer 
both  electronic  and  print  advertising  ser- 
vices. Potential  good  news  for  consum- 
ers— a  time-saver  and  a  possible  money- 
saver.  But  potential  bad  news  for  news- 
papers. Why?  Because  it  could  make  the 
Yellow  Pages  a  more  potent  competitor 
for  advertising. 

Are  the  newspapers  alert  to  this  chal- 
lenge? You  bet  they  are.  "Unfair  monop- 
oly competition!"  they  cry. 

Publishers  in  Texas  are  pressing  the 
Texas  Public  Utilities  Commission  to 
halt  Ma  Bell's  experiment  in  Austin.  Na- 
tionally, the  American  Newspaper  Pub- 
lishers Association  is  asking  Congress  to 
rewrite  the  Communications  Act  of 
1934  to  forever  bar  Bell  from  competing 
in  the  expected  multibillion-dollar  elec- 
tronic information  industry. 

On  what  grounds?  Because,  they  say,  it 
would  be  unfair  for  Bell  to  own  the  trans- 
mission lines  and  alst)  have  the  business 
of  relaying  the  advertisers'  messages 
over  those  lines.  But  is  it  unfair  for  a 
newspaper  to  own  the  only  paper  in 
town?  Oh,  my  monopoly  is  a  benign 
monopoly.  Yours  is  malignant.  The 
Washington  Post ,  which  owns  70%  of 
the  newspaper  advertising  in  its  area, 
after  referring  to  the  fact  that  AT&T's 


new  system  could  carry,  "among  other 
things,  grocery  store  ads,"  urged  Con- 
gress to  examine  carefully  the  advantage 
AT&T  would  have  "in  its  protected 
ownership  of  .  .  .  wires  reaching  into 
four  out  of  every  five  American  homes." 

Clearly  the  publishers  are  taking 
AT&T  very  seriously  indeed.  They 
should  be,  because  a  timely  Yellow  Pages 
could  carve  some  of  the  profit  and 
growth  out  of  the  local  classified  ad  busi- 
ness— the  most  lucrative  service  pro- 
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Sautheast  Bank 


.4;/  electronic  version  of  the  Yellow  Pages 
The  question  for  newspaper  publish- 
ers: Join  the  new  technology?  Or  stall 
it  with  the  First  Amendment? 

vided  by  the  local  newspaper. 

How  profitable?  Consider  this:  News- 
papers get  over  70%  of  their  revenues 
from  advertising.  In  1979  that  totaled 
$14.6  billion,  about  a  third  of  every  ad- 
vertising dollar  spent  in  the  U.S.  Of  that, 
$4.6  billion  came  from  classifieds,  double 
the  amount  in  1975.  What  makes  classi- 
fieds the  most  profitable?  You  get  more 
money  from  the  same  amount  of  space, 
the  equivalent  of  a  farmer  getting  more 
yield  per  acre.  For  example,  the  Houston 
Chronicle  gets  18%  more  revenue  from  a 
page  of  classified  than  from  a  page  of 
retail  advertising  (based  on  rates  for  sin- 
gle weekday  insertion).  Furthermore, 
classifieds — like  the  news  itself — are  a 
reader  service  that  helps  sell  newspapers. 

What  particularly  galls  the  publishers 
is  that  AT&T,  in  Austin,  is  getting  the 


drop  on  other  businesses  planning  to 
the  same  thing.  What  other  business 
Why,  the  newspapers,  a  host  of  wh| 
are  starting  up  ventures  to  offer  electj 
ic  home  shopping — Dow  jones,  the  li 
York  Times,  Gannett  and  Times  Mir| 
to  name  a  few.  They  see  electronic  ad| 
an  idea  whose  time  has  come. 

The  publisher's  political  offensiv( 
not  aimed  at  cable  companies,  of  cou 
It  IS  an  obvious  delaying  tactic  to  k 
AT&T  hobbled  by  government  inqi 
while  they  get  the  technology  in  pi; 
There's  no  objection  over  electronic 
as  long  as  it's  the  publishers  who 
offering  them.  The  publishers  may  cl; 
to  see  themselves  swallowed  by  Ma  B 
but  AT&T  sees  itself  nibbled  at  by 
newspapers  and  cable  companies. 

For  now,  AT&T  is  playing  down 
Austin  experiment.  But  if  Austin  i 
success,  clearly  it  will  begin  offering 
service  nationwide.  Bell  will  only  adi 
that  by  1990  it  would  hope  to  have  ab 
10%  of  the  expected  90-million-ho 
market.  "We  didn't  go  looking  for  this 
came  to  us,"  says  Dennis  Sullivan, 
AT&T  assistant  vice  president  for  n 
dential  markets.  "We  don't  apologize 
it  either.  We're  in  a  new  era  of  techm 
gy  and  the  Yellow  Pages  are  rightfi 
ours." 

What's  unbecoming  about  the  pres 
fracas  is  the  way  the  newspaper  publi 
ers  are  wrapping  their  commercial  in| 
est  in  the  American  flag  and  in  the  Fi 
Amendment.  Robert  G.  Marbut,  prj 
dent  of  Harte-Hanks  Communicatid 
Inc.  and  head  of  the  ANPA's  telecq 
munications  committee,  sets  the  tol 
"The  diversity  of  information  is  assu 
by  the  way  the  system  works  now," 
says.  "To  tamper  with  that  balance  \ 
hurt  the  public.  How  will  we  km 
what's  really  going  on  in  South  Africi 
AT&T  takes  our  ad  dollars  and  we  hj 
to  cut  out  that  service?"  Harte-Hai) 
has  not  a  single  foreign  correspond 
and  the  little  foreign  news  its  news 
pers  carry  is  largely  derived  from 
Associated  Press. 

A  more  constructive  attitude  is  be 
displayed  by  Knight-Ridder  Newspapd 
Inc.,  which  gets  78%  of  its  over  $1  1 
lion  revenues  from  advertising.  Knig 
Ridder  isn't  fighting  AT&T;  it's  join; 
it,  working  with  AT&T  in  Coral  Gabl 
Fla.  on  electronically  sending  news  fr« 
several  sources  like  the  Miami  Here 
and  Dow  Jones,  plus  classifieds  and  j 
into  homes  and  businesses.  "There's! 
entrepreneurial  opportunity  here,"  si 
Al  Gillen,  president  of  K-R's  Viewd] 
subsidiary.  "We  just  stepped  up  to  t 
table  and  decided  to  experiment.  Othl 
didn't.  This  won't  be  the  end  of  newsj 
pers,  it's  a  new  media  form.  If  news) 
pers  lose  some  advertising,  they're  go] 
to  be  smart  enough  to  come  up  wj 
something  to  supplant  what  they  Id 
That's  survival."  ■ 
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In  Germany,  many  highways 
have  no  speed  limits,  and 
gas  costs  $2.50  a  gallon. 
Now  you  know  why  we 
built  the  Audi 4000  4E. 


Introducing  the  sports  sedan 
that  doesn't  sacrifice  economy 
for  performance. 

Conventional  wisdom  has  it 
that  high  performance  and 
high  economy  aren't  exactly 
compatible. 

We  at  Audi  know  better. 

The  proof  is  in  the  picture. 

The  Audi  4000  4E  you  see 
whizzing  by  delivers  outstanding 
gasoline  mileage  from  the  same 
engine  that  is  capable  of  doing 
100  miles  an  hour.  Effortlessly. 

According  to  EPA  estimates. 
the  4E  is  good  for  an  EPA 
estimated  (26)  mpg.  41  mpg 


estimated  highway.  (Use  the 
"estimated  mpg"  for  comparison. 
Mpg  varies  with  speed,  trip  length, 
weather.  Actual  highway  mpg  will 
probably  be  less.) 

How  is  this  possible  from  a 
car  that  can  do  zero  to  50  in  a 
quick  9.6  seconds? 

For  one,  the  4E  has  a 
smooth,  gas-saving  5-speed 
transmission.  Fifth  gear  acts  as  a 
cmising  gear,  helping  the 
engine  operate  at  low 
revolutions  and  peak  efficiency. 

For  another,  the  4E  has  a 
highly  advanced  CIS  fuel 
injection  system.  It  meters  out 


the  correct  amount  of  fuel 
needed  at  all  times. 

Press  the  accelerator  and  the 
1.7-liter,  overhead  cam  engine 
responds  instantly. 

Once  on  the  road,  you  realize 
this  is  a  car  without  bad  habits. 

No  excessive  leaning  on 
corners.  No  stumbling  through 
potholes. 

Since  Audi  engineers 
pioneered  front-wheel  drive 
nearly  50  years  ago,  automobiles 
with  the  Audi  marque  have 
been  known  for  exceptional 
handling. 

The  4E  is  no  exception. 

Its  perfected  front-wheel 
drive  and  sophisticated 
suspension  keep  it  running  close 
to  the  ground  with  extraordinary 
balance  and  grace. 

Into  this  car  has  gone  some  of 
the  most  advanced  technology 
in  automotive  design  today. 

Maybe  that's  why  they  love  it 
in  Europe. 

And  why  you'll  love  it  in 
America. 

For  your  nearest  dealer,  call 
toll-free:  (800)  447-4700.  In 
Illinois,  (800)  322-4400. 


Energy  &  Communications : 
the  single -s>dem  solution. 

TTie  Bell  System  offers  you  a  single  solution  to  two  critical 
problems:  how  to  reduce  energy  consumption  and  how  to  improve 
communications  capabilities. 

Energy  Communications  with  Dimension®  PBX  is  an  innovative 
service  that  makes  use  of  any  building's  telephone  lines,  so  you  also  save 
considerably  on  the  cost  of  installation.  It  is  easy  to  operate  and  doesn't 
require  a  special  technical  staff. 

At  Chicago's  650-room  McCormick  Inn,  the  system  paid  for 
itself  in  eight  months.  In  a  single  month,  it  saved  $9,000  in  electricity 
costs  alone. 

The  system  also  provides  businesses  with  new  communications 
flexibility,  improving  overall  productivity  by  providing  greater  control  over 
internal  and  external  communications. 

Your  Bell  Account  Executive,  an  industry  specialist,  is  ready  now 
to  discuss  the  application  that  meets  your  unique  needs. 

Put  our  knowledge  to  work  for  your  business. 

The  knowledge  business 


See  the  sights  of  Thailand  all  the  way  to  Tokyo  and  Bangkok.  While  you  enjoy  the  wines,  cuisines  and  entertainment 
of  our  splendid  Royal  Orchid  Service.  On  our  smooth-as-silk  747B's  from  Dallas/Ft.  Worth,  Los  Angeles  and  Seattle. 


an  era  when  our  society  is  short  of  savers,  the  tax  structure 
nalizes  savings  and  encourages  consumption.  Roth  (of  Kemp-Roth) 
s  some  thoughts  on  how  to  deal  with  that,  too. 


Son  of 
Kemp-Roth 


By  William  Baldwin 

t's  not  enough  for  Senator  William 
V.  Roth  Jr.  (R-Del.)  that  he  has  made 
a  big  name  for  himself  as  cosponsor 
he  Kemp-Roth  bill  to  cut  personal 
ime  tax  rates  by  30%:  He's  already 
king  on  another,  to  cut  taxes  specifi- 
/  on  investment  income.  It  would,  he 
res,  begin  to  straighten  out  an  Inter- 
Revenue  Code  that  has  the  deleteri- 
effect  of  favoring  society's  spend- 
Ets  over  its  savers. 

iVhat  Kemp-Roth  is  saying  to  you  as 
orker,"  says  Roth,  "is  that  you  can 
)  more  of  your  money.  Once  you  get 
,  an  equally  important  step  is  to  pro- 
the  incentive  to  save  rather  than 
id  it.  Our  tax  structure  creates  an 
ntive  for  the  average  citizen  to 
id.  Mortgage  interest,  or  any  other 
rest,  you  can  deduct.  But  if  you  save 
ley  you  pay  tax  on  the  interest." 
3th's  bill  would  divide  each  taxpay- 
income  into  two  baskets — one  for 
ed  income  like  salary  and  wages,  the 
;r  for  unearned  income  like  interest 
dividends.  Each  basket  would  pay  a 
rate  tax  graduated  from  14%  to  a  top 
of  50% .  This  differs  sharply  from  the 
ent  tax  code,  where  a  taxpayer's  first 
ar  of  investment  income  (after  a 
imum  $400  exclusion)  is  added  to 
ry,  and  thus  pays  a  top  rate  that  can 
p  to  75%  for  a  single  person  earning 
),000  in  a  highly  taxed  state  like  New 
c.  So,  once  you  start  to  earn  a  fairly 
1  salary,  it  no  longer  pays  to  save. 
1  bother,  when  on  $100  in  dividends 
iterest  you  keep  only  $25?  Better  to 
id  the  money  on  a  bigger  house  or 
/  it  on  a  trip  to  Europe.  That's  the 
elusion  that  the  American  people 
1  to  have  reached — sensible  from 
r  individual  points  of  view  but  unfor- 
ite  for  the  economy.  What  started  as 
-the-rich  has  turned  into  soak-the- 
■ty.  Says  Roth:  "The  American  pco- 
>ave  at  best  4%  of  their  income;  the 
nese  save  20%  to  24%  and  the  West 


Germans  10%  to  14%.  The  typical  Japa- 
nese plant  is  replaced  every  10  years,  the 
American  plant  every  30  years." 

Roth's  two-basket  bill  is  politically 
still  a  fledgling.  He  submitted  it  only  last 
January  (along  with  two  House  Republi- 
cans, Clarence  Brown  of  Ohio  and  John 
Rousselot  of  California)  and  there  have 
been  no  hearings  yet.  But,  thanks  to  the 
Nov.  4  upheaval.  Roth  is  now  number 


Senator  "William  W.  Rotb  jr. 


To  encourage  saving,  not  spending. 

three  on  the  majority  side  of  the  Senate 
Finance  Committee  and  in  a  better  posi- 
tion to  promote  novel  tax  ideas. 

"This  is  a  serious  enough  problem  so 
that  even  if  it  requires  a  modest  slowing 
down  of  Kemp-Roth  or  a  cutback  in  the 
depreciation  reform  bills,  we  ought  to 
find  room  for  proposals  to  stimulate  sav- 
ings," says  Michael  J.  Boskin,  a  Stanford 
professor  and  one  of  Ronald  Reagan's  tax 
policy  advisers.  "The  tax  problem  and 
the  inflation  problem  may  be  costing  us 


several  billions  in  savings,"  adds  Stephen 
J.  Entin,  an  economist  on  Congress'  Joint 
Economic  Committee.  "It's  also  distort- 
ing resource  allocation,  out  of  ordinary 
investments  and  into  municipal  bonds 
and  bigger  houses  than  people  need." 

Roth's  two-basket  approach,  says  Nor- 
man B.  Ture,  a  Washington,  D.C.  econo- 
mist and  consultant,  "has  a  substantial 
effect  on  marginal  tax  rates  and  a  very 
limited  effect  on  average  rates.  It's  the 
marginal  rate  (what  you  pay  on  your  next 
dollar  of  income]  that  enters  into  a  deci- 
sion whether  to  save.  It  is  the  average 
rate  that's  relevant  in  determining  rev- 
enue consequences."  Translation:  A  lit- 
tle bit  of  tax  cut  goes  a  long  way.  Ture 
has  calculated  that  the  Roth-Rousselot- 
Brown  bill  would,  by  1985,  be  costing  the 
Treasury  $23  billion  a  year;  but  allowing 
for  the  tax  feedback  from  a  more  robust 
economy,  the  Treasury  would  come  out 
$1  billion  ahead.  Ture  figures  that  Kemp- 
Roth  (which  he  strongly  supports)  would 
cost  $69  billion  net  in  1985. 

The  new  Roth  bill  would  save  $554  for 
a  family  of  four  with  $25,400  in  salary 
income  and  $4,400  in  dividends  and  in- 
terest, with  the  top  rate  on  unearned 
income  falling  from  32%  to  16%.  The 
family  with  $62,600  in  salaries  and 
$12,400  in  investment  income  would 
save  $2,425,  with  the  top  rate  on  invest- 
ment income  falling  from  54%  to  21%. 

There  is  a  problem.  There  aren't  that 
many  $25,000  families  with  a  lot  of  divi- 
dends, so  the  issue  lacks  political  sex 
appeal.  The  populist  notion  of  the  idle 
coupon-clipper  will  be  hard  to  overcome. 
On  the  few  occasions  where  legislators 
have  distinguished  earned  from  un- 
earned income  they've  usually  gone  the 
other  way.  Since  1969  Congress  has  set  a 
50%  maximum  tax  on  "personal  service 
income,"  but  left  a  70%  rate  on  all  other 
income.  New  York  State  makes  a  similar 
distinction.  Connecticut's  income  tax 
applies  only  to  capital  gains  and  divi- 
dends. "It  looks  like  it's  doing  much 
more  for  the  fat  cat  than  the  man  in  the 
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street,"  says  Ture,  of  Roth's  proposal. 

Not  so.  The  fat  cats  rarely  pay  that 
70%  top  rate  on  investment  income. 
They  huy  municipal  bonds  or  go  into 
investments  that  will  generate  paper 
losses  to  offset  their  dividend  checks. 
"One  thing  we're  trying  to  do  is  take 
people  out  of  tax  shelters  and  get  these 
funds  invested  in  productive  capacity," 
says  Roth.  His  bill  would  deny  the  two- 
basket  option  to  anyone  with  over 
$10,000  in  so-called  preference  items 


Ey  Beth  Bropby 

You  CAN  TELL  SOMEONE,  'Look  I 
know  the  President.  I  know  the 
Attorney  General.  I  know  the  Sec- 
retary of  Defense.  But  he'll  treat  me  just 
the  way  he  treats  somebody  else.  All  I 
can  get  you  is  a  fair  hearing,'  "  says  su- 
perlawyer  Edward  Bennett  Williams, 
looking  out  of  his  eighth-floor  window  at 
downtown  Washington  a  few  blocks 
from  the  White  House.  "They  think  you 
are  wmking  at  them  while  you  say  this." 

Williams  wasn't  winking.  He  was 
merely  saying  what  everyone  in  Wash- 
ington knows:  that  the  perception  of 
having  access  to  top  government  offi- 
cials is  often  a  key  factor  in  a  corpora- 
tion's choice  of  a  Washington  attorney. 
If  a  lawyer  works  on  the  President-elect's 
transition  team  or  is  mentioned  as  a 
potential  appointee  for  a  prestigious  post 
.  .  .  that's  thought  of  as  access  and  it  can 
be  as  good  as  money  in  a  bank  for  a 
Washington  law  firm.  So  also  is  past  ser- 
vice in  a  high  government  post. 

Beyond  the  banks  of  the  Potomac,  a 
good  many  hopeful  clients  persist  in  see- 
ing their  Washington  lav^ers  as  rain- 
makers— a  little  dance,  a  little  stick-wav- 
ing in  the  right  direction  and  they  bring 
forth  a  shower  of  blessings  from  this 
federal  agency  or  that  bureau.  Their  prob- 
lem may  be  that  in  Washington  a  good 
deal  of  a  lawyer's  professional  knowhow 
is  easily  mistaken  for  "know  who."  "I'm 


like  accelerated  depreciation  and  oil- 
drilling  expenses. 

These  are  powerful  arguments  in  favor 
of  Roth's  proposal.  It's  not  fair,  says  En- 
tin,  to  tax  a  saver  twice,  as  at  present: 
once  when  he  earns  the  money  to  buy  an 
investment  such  as  a  share  of  stock,  and 
again  as  that  lump-sum  investment  is 
converted  into  a  stream  of  dividends 
over  the  years. 

"We  ought  to  abolish  the  double  tax- 
ation of  savings,"  says  economist  Boskin. 


a  commimications  lawyer,  and  when  cli- 
ents come  to  see  me  I  really  don't  think  I 
can  get  anything  done  at  the  Federal 
Communications  Commission  that  an- 
other lawyer  couldn't,"  says  Richard  Wi- 
ley, former  Republican  FCC  chairman, 
head  of  the  Reagan  lustice  Department 
transition  team  and  partner  in  Kirkland 
&.  Ellis,  another  prospective  winner.  "But 
I  think  maybe  having  been  at  the  FCC, 
knowing  the  commissioners,  knowing 
the  staff,  gives  me  a  perception  of  how 
they're  likely  to  approach  a  problem." 
Still,  a  change  in  administration  means 
some  law  firms  will  prosper  because  cli- 
ents are  always  going  to  believe  there's 
some  winking  going  on. 

Some  expected  beneficiaries  of  Presi- 
dent Reagan's  arrival  include: 

•  Gibson,  Dunn  &,  Crutcher,  the  Los 
Angeles-based  firm  of  Attorney  General 
William  French  Smith,  Gerald  Parsky 
and  Ken  Starr.  Indeed,  in  the  firm's 
mauve-and-periwinkle-blue  Washington 
waiting  room  last  month  a  Reagan  tran- 
sition squad  was  working  over  possible 
choices  for  Attorney  General — and  they 
came  up  with  Smith.  "This  is  where  all 
the  power  brokers  come,"  jokes  Richard 
Wiley,  a  recent  visitor  there  in  his  role  as 
leader  of  the  Justice  Department  transi- 
tion team. 

•  Fulbright  Jaworski,  thanks  to 
Democratic  partner  Leon  Jaworski  of 
Watergate  fame,  who  was  founder  of 
Democrats  for  Reagan  and  is  well  con- 


"You  ought  to  tax  people  on  what  th 
take  out  of  society  rather  than  what  th 
put  in.  What  they  put  in  is  earnings,  wl 
they  take  out  is  consumption.  I  would 
very  surprised  if  at  the  end  of  the  centi 
our  tax  system  was  not  more  like  an  ( 
penditure  tax — an  income  tax  allowi 
you  to  deduct  all  savings."  Wishful  thir 
ing  maybe,  but  it  is  clearly  the  way  the  U 
must  go  if  the  American  standard  of  livi 
is  to  be  maintained.  Nobody  ever  sp( 
himself  rich.  ■ 


nected  in  Houston  circles  to  Vice  Pre 
dent-elect  George  Bush. 

•  Jones,  Day,  Reavis  &.  Pogue,  t 
Cleveland  firm  of  former  budget  direct 
HUD  secretary  and  strong  Reagan  m 
James  Lynn. 

•  Andrews,  Kurth,  Campbell  Jor 
whence  Reagan's  White  House  chief 
staff-designate  James  Baker  EI  hails. 

•  Surrey  dk  Morse,  one  of  whose  pj 
ners,  Stanton  Anderson,  was  a  Depi 
Secretary  of  State  under  Gerald  Ford  a 
is  head  of  Reagan's  Economic  Affa 
transition  team. 

•  Nelson  &.  Harding,  the  Linco 
Nebr.-based  firm  which  boasts  Clayt 
Yeutter,  chief  of  the  Agricultural  ta 
force,  former  deputy  Trade  secretary,  f 
mer  Assistant  Secretary  of  Agricultij 
and  possibly  in  line  for  a  top-level  jobj 

Shed  no  tears,  though,  for  Democrat 
lawyers  like  Robert  Strauss,  who  ran  Jil 
my  Carter's  campaign,  or  Lloyd  Cutl 
who  served  as  his  White  House  couns 
Cutler  is  retuming  to  his  old  Washinglf 
law  firm,  Wilmer  &.  Pickering.  Strai 
recently  dined  with  the  Reagans  at 
cozy  dinner  party  hosted  by  column 
George  Will.  "Strauss  is  very  big  in  int 
national  trade  circles.  He  won't  be  ( 
with  the  Reagan  folks.  He's  not  p 
ceived  as  a  member  of  the  Georgia  n 
fia,"  says  a  knowledgeable  lobbyist.  I 
it's  possible  that  his  Dallas-based  Ijl 
firm.  Akin,  Gump,  Hauer  Feld,  whi 
grew  from  8  Washington  lawyers  to  75 
just  seven  years  won't  expand  at  qu 
that  rate  in  the  next  four  years. 

Will  Reagan's  campaign  promises 
reduce  government  rules  mean  less  wd 
for  Washington  lawyers?  Not  likely.  O' 
of-tpwn  firms  continue  to  open  and  • 
pand  Washington  offices.  Some  103  o 
of-town  firms  have  opened  Washingt 
offices  in  the  past  five  years.  The  C 
trict  of  Columbia  Bar  Association  1 
tripled  its  membership  since  1972,  grc 
ing  from  10,925  to  33,446  members, 
may  be,  as  Gerald  Parsky,  partner  in  C 
son,  Dunn  &.  Crutcher  and  head  of  R 
gan's  Treasury  transition  team,  thin 
that  the  corporate  lawyer's  function  v 
shift  from  filling  out  the  paperwork 
advising  clients  how  to  protect  th 
rights.  But  that  won't  be  bad  for  the  1 
business.  Says  Parsky,  "You'll  need  hi 
yers  for  a  long  time."  ■ 


Among  Washington's  lawyers,  there  are  some 
new  winners  and  no  serioiAS  losers  as  the 
guard  changes.  The  winners  are  tied  to  Rea- 
gan, but  old  Democrats  won't  starve. 

Winning  friends, 
influencing  people 
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'w  forms  of  creative  financing  give  some 
me  buyers  below-market  loans — and  long- 
in  lenders  lots  of  headaches. 


Look  who's 
getting  wrapped 


By  Howard  Rudnitsky 

AST  FALL  Gerard  Wen,  a  northern 
California  accountant,  decided  to 
I  buy  a  new  house.  He  knew  that 
I  interest  rates  would  make  it  expen- 
— especially  since  the  three-bedroom 
I  Alto  home  he  wanted  cost  $  1 59,000. 
Wen  got  a  shock  when  he  realized  he 
lid  have  to  pay  I4'/2%  for  a  new  mort- 
:  with  an  additional  $2,000  in  penal- 
for  prepayment  of  an  existing 
1  on  the  property. 
)  save  the  sale.  Wen's  broker 
ked  out  a  better  deal.  A  ven- 
some  lender.  Security  Nation- 
lank  of  Walnut  Creek  (now 
ged  with  Hibernia  Bank),  of- 
i  a  financing  package  that 
•unted  to  $97,000  for  26  years 
.3'/4%.  To  get  that  cheaper 
I,  the  bank  assumed  an  exist- 
mortgage  for  $48,000  at  8y4% 
put  up  $49,000  in  new  funds, 
an  overall  interest  rate  of 
1%,  Security  National  earned 
e  than  1 7%  on  the  new  mon- 
t  advanced.  Though  Wen  had 
I  transaction  costs,  he  avoid- 
lefty  early  termination  fees 
got  a  less  expensive  loan, 
hat  process  of  piggybacking 
arge,  but  comparatively  low- 
ed, first  mortgage  debt  is 
;d  wraparound  lending.  It  has 
;  been  used  in  commercial  real 
te  and  is  now  gaining  popu- 
:y  in  the  residential  market. 
California  alone,  lenders  will 
:e  over  $500  million  in  wrap- 
md  mortgages  this  year,"  says 
'  Henshaw,  vice  president  of 
estate  at  Security  National, 
lard  T.  Garrigan,  a  real  estate 
essor  at  De  Paul  University, 
Jcs  that  estimate  is  conserva- 
:  "Wraparounds  are  part  of  an 
'all  explosion  in  subordinate 
Jential  mortgage  lending  akin 
he  rapid  growth  of  corporate 


subordinated  debt  in  the  Sixties." 

Second  mortgages,  of  course,  are  the 
more  traditional  forms  of  subordinate 
residential  lending.  They  are  typically 
short-term,  five-  to  eight-year  loans,  and 
the  borrower  is  often  an  owner  who 
wants  to  expand  or  remodel.  By  contrast, 
the  wraparound  loan  is  usually  for  20  to 
25  years  with  a  new  purchaser  leveraging 
on  the  first  mortgage's  big,  barely  paid 
down  position.  Result:  Even  though  the 


Happy  hdiNcoivncr  \Xcn 

He  wriggled  into  a  wraparound  mortgage. 


interest  rate  on  the  wrap  portion  of  the 
loan  is  very  high,  monthly  payments  are 
lower  than  a  new  first  mortgage  at  to- 
day's rates. 

Nonetheless,  wraps  have  become  at- 
tractive now  because  of  the  spread  be- 
tween current  interest  rates  and  those 
available  only  a  few  years  ago.  The  abili- 
ty to  piggyback  on  an  existing  mortgage 
is  useless  if  interest  rates  haven't 
changed  much,  but  when  they  have 
soared  from  9% -to- 10%  to  15% -to- 16% 
in  three  years  it  can  cut  monthly  pay- 
ments significantly. 

Such  savings  make  the  market  for 
wraps  huge— especially  since  any  recent 
mortgage  that  can  be  assumed  is  poten- 
tially wrapable.  Included  are  nearly  all 
FHA  and  VA  loans,  as  well  as  a  growing 
number  of  conventional  mortgages.  Tra- 
ditionally, lenders  limited  assumability 
with  due-on-sale  clauses  that  allow  them 
to  raise  interest  rates  when  mortgaged 
property  is  sold,  but  those  are  now  being 
attacked  by  the  courts fst??  box). 

Secondary  financing  is  also  gaining 
new  popularity  among  real  estate  profes- 
sionals. Last  summer,  for  example, 
MGIC  Corp.  began  offering  an  insurance 
package  for  the  new  loans  called  Magic- 
Wrap,  and  its  future  seems  bright.  Says 
one  expert:  "Mortgage  bankers  have  a 
vested  interest  in  creating  wrap- 
around loans.  Their  fees  are  based 
on  total  debt  outstanding,  and 
wraps  can  often  double  their  ser- 
vicing income." 

Still,  not  everyone  comes  out  a 
winner.  With  a  wrap,  the  lender 
who  made  the  old,  low-rate  loan 
now  sees  it  stay  on  his  books  for  a 
far  longer  period  than  he  as- 
sumed. "He  is  the  stiffee  in  this 
case,"  laughs  De  Paul's  Garrigan. 
Why?  Because  lenders  used  to  ar- 
range low-rate,  30-year  loans  on 
the  assumption  that  few  would 
run  the  full  term.  Now  these  low- 
interest  mortgages  are  all  too  fre- 
quently being  frozen  into  a  wrap. 

Many  of  the  ultimate  holders  of 
these  loans  are  investors  who 
bought  packages  of  mortgage  debt 
from  the  Government  National 
Mortgage  Association  pools  a  few 
years  ago  when  a  9'/2%  return 
looked  good.  If  that  yield  proved 
low,  the  lender  knew  that  in  ten 
years  or  so,  when  the  average 
loan  was  paid  off,  he  would  get 
his  money  back  to  reinvest  at 
higher  rates.  "There  isn't  too 
much  you  can  do  with  old  Ginnie 
Maes  today,"  says  Thomas  Siska, 
portfolio  manager  at  First  Federal 
Savings  and  Loan  of  New  York. 
"The  average  life  is  12  years  but 
I'm  sure  thay  are  going  to  run 
much  longer." 

The  biggest  residential  mort- 
gage investor  of  all,  however,  is 
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Once  again, 

America  is  relying  on  coal. 

To  maice  it  affordable, 

we  desiqn  and  build  some  of  the 

most  efncient  boilers 

in  America. 

Our  new  national  energy  policy  has  made 
coal  the  favored  fuel  for  the  foreseeable  future. 
With  reserves  estimated  at  300  bWWon  tons,  Amer- 
ica has  enough  coal  to  keep  up  with  its  energy 
demands  for  generations. 

Duke  Power  Company's  Belews  Creek  Steam 
Station  proves  coal  can  be  burned  cleanly  and 
efficiently.  With  huge  boilers  designed  and  built 
by  Babcock  &  Wilcox,  a  McDermott  company 
this  plant  is  regularly  named  among  the  most  effi- 
cient generating  stations  in  the  nation. 

Babcock  &  Wilcox  is  also  a  major  supplier  to 
the  world's  utilities  of  everything  from  giant-sized 
pulverizers  that  grind  coal  for  easier  burning  ...  to 
air  heaters  and  fans  that  aid  combustion  ...  to 
soot  blowers  that  clean  up  boilers  ...  to  pollution 
control  equipment  that  protects  the  environment 

Onshore  and  offshore,  McDermott  and  its 
companies  are  meeting  today's  energy  needs 
with  oil  and  gas  production  facilities,  fossil  and 
nuclear  energy  systems,  specialty  steel  tubing, 
insulating  products,  and  industrial  automation.  To 
find  out  more,  and  for  a  copy  of  our  Annual 
Report,  write  Vice  President,  Public  Affairs, 
McDermott  Incorporated,  1010  Common  Street, 
New  Orleans,  LA  70112. 

/^^v  No  matter  how  the  world 
riuil  solves  its  energy  problems, 
^®  McDermott  is  involved. 


The  demise  of  due-on-sale? 


Soaring  interest  rates  aren't  the  only  reason  for  the  new 
popularity  of  wraparound  mortgages.  A  controversial  Cali- 
fornia court  decision  has  also  spurred  their  growth — and 
sparked  a  blaze  of  controversy.  Some  see  this  little-under- 
stood opinion  as  bolstering  consumer  rights,  but  lenders 
worry  that  it  may  eventually  make  homes  even  harder  to 
finance. 

The  brouhaha  involves  what  lawyers  call  a  "due-on-sale" 
clause.  Written  into  nearly  all  mortgages,  it  provides  that 
the  terms  of  the  loan  can  be  renegotiated  when  the  mort- 
gaged property  is  resold.  The  new  interest  rates  bring  more 
money  into  the  coffers.  Lenders,  of  course,  love  that  option: 
Due-on-sale  means  that  few  30-year  mortgages  actually  stay 
on  their  books  for  the  full  term,  and  such  frequent  turnover 
allows  them  to  boost  the  return  on  their  housing  portfolios 
when  interest  rates  are  rising. 

Home  buyers,  however,  feel  differently.  In  1975  Cynthia 
Weilenkamp  sued  Bank  of  America  when  a  due-on-sale 
renegotiation  added  $16.30  per  month  to  payments  on  her 
new  mortgage.  After  three  years,  she  won  and  the  Califor- 


nia Supreme  Court  banned  similar  provisions  on  the 
ground  that  they  restrict  the  sale  of  property.  Now  ten 
other  states  have  followed  California's  lead  and  barred  or 
restricted  due-on-sale— though  a  federal  court  has  upheld 
such  provisions  when  used  by  nationally  chartered  savings 
and  loan  associations. 

The  legal  confusion  may  eventually  be  resolved  by  the 
U.S.  Supreme  Court,  but  the  demise  of  due-on-sale  isn't 
always  favorable  to  consumers.  "The  Weilenkamp  case 
destroyed  our  contractual  rights,"  says  Tom  Flynn,  a  se- 
nior vice  president  at  BofA.  Loans  stay  on  the  books 
longer,  he  points  out,  so  the  "runoff"  income  from  pre- 
payments declines — making  new  mortgage  money 
scarcer  still.  At  competing  Wells  Fargo,  for  example,  ear- 
ly amortization  of  its  residential  real  estate  portfolio 
sank  from  around  10%  of  the  total  of  such  loans  in  1978 
to  2'/2%  last  year. 

One  of  the  consequences:  Last  month  the  bank  an- 
nounced that  it  would  no  longer  write  any  long-term, 
fixed-rate  mortgages. — Van  Wallach 


leral  National  Mortgage  Association, 
1  nearly  all  of  its  $56  billion  mortgage 
rtfolio  is  assumable.  The  newer  loans 
ly  also  be  wrapped.  Not  surprisingly, 
:  average  life  of  Fannie  Mae's  mon- 
ies has  climbed  from  10'/?  years  in 
ly  1978  to  over  12  years  today.  Wraps, 
ler  refinancings  and  interest  costs 
/e  forced  FNMA  to  borrow  heavily  as 
erest  rates  soared.  "We've  already  had 
2;et  an  extra  billion  to  cover  the  reduc- 
n  in  payoffs,"  says  Vice  President 
bert  Mahn. 

vlow  FNMA  executives  estimate  that 
eative  financing"  vehicles  like  second 
)rtgages  and  wraps  are  running  as  high 
50%  of  total  sales.  That — plus  the  fact 
It  FNMA  lost  money  for  the  first  time 
icn  interest  rates  peaked  last  spring — 
>  put  it  on  the  offensive.  FNMA  will 
w  enforce  due-on-sale  provisions  on 
wentional  mortgages,  something  it 
i  not  done  before.  Further,  FNMA 
nts  its  new  mortgages  without  due- 
sale  protection  to  have  a  seven-year 
legotiation  option.  When  hit  with  as- 
nptions,  it  will  offer  30-year  loans  at 
ow  market  rates. 

(Vraparound  mortgages,  then,  are  very 
ich  a  mixed  blessing.  They  are  good 
ws  for  home  buyers,  and  certainly  for 
)rtgage  bankers  and  real  estate 
)kers,  because  they  grease  the  wheels 
individual  transactions.  But  the  new 
ancing  arrangements  are  very  bad 
ws  indeed  for  FNMA  and  other  locked- 
long-term  lenders.  They  now  face  the 
)spect  of  seeing  their  below-market 
rtfolios  stay  submerged  for  another  10- 
12  years— or  until  interest  rates  drop 
single  digits  again. 

rhe  bottom  line?  The  controversy 
;;r  wraps  is  yet  another  signal  that 
latever  happens  next  in  the  money 
irkets,  the  good  old  days  of  long-term, 
ed-rate  residential  mortgages  will  nev- 
return.  ■ 


In  business,  making  things  well  is  only  half  the 
game;  you  have  to  sell  what  you  make.  Willie 
Far  ah  forgot  half  the  equation. 


A  painful 
lesson 


By  Toni  Mack 


IN  THE  CHIEF  EXECUTIVE'S  OFFICE  at  El 
Paso-based  Farah  Manufacturing 
Co.,  Inc.  stand  the  two  desks,  side  by 
side,  of  the  two  brothers  who  made 
Farah  one  of  the  fastest-growing  apparel 
makers  of  the  1960s.  One  desk  belongs 
to  William  F.  Farah,  chairman  and  CEO, 
better  known  in  El  Paso  and  in  the  trade 
simply  as  "Willie."  The  other  belonged 
to  James  Farah,  CEO  until  he  died  in 
1964  of  a  heart  attack. 

Even  after  17  years,  Jimmy's  absence 
seems  unfortunate,  for  Farah  in  the  Sev- 
enties was  a  company  taking  two  steps 
back  for  every  step  forward,  losing  mon- 
ey five  years  out  of  ten,  slipping  close  to 
insolvency  and  dropping  from  a  1971 
high  of  $165  million  in  sales  to  $91  mil- 
lion for  the  fiscal  year  ended  Oct. 
31,  1979. 

It  is  not  that  Willie  Farah,  who  took 


over  after  his  brother's  death  and  today 
controls  42%  of  its  stock,  is  inept.  On 
the  contrary,  even  his  most  vehement 
critics  tout  his  genius  in  production,  his 
intuitive  grasp  of  the  most  efficient  way 
to  make  a  garment.  With  no  formal  col- 
lege training,  he  has  designed  ma- 
chines— for  sewing  pockets  and  belt 
loops  automatically,  pressing  a  jacket 
shoulder  with  one  movement — -to 
streamline  the  process.  The  production 
engineer's  mind,  though,  is  antithetical 
to  that  of  the  marketer.  One  wants  long 
production  runs  that  make  for  econo- 
mies of  scale,  while  the  other  wants  to 
change  styles  with  the  whims  of  fashion. 

jimmy  Farah  provided  that  marketing 
knowhow,  while  Willie  worked  the  fac- 
tory. The  brothers  had,  in  fact,  grown  up 
in  those  roles.  When  their  father,  a  Leba- 
nese immigrant  who  had  begun  in  1920 
making  men's  apparel,  died  in  1937,  the 
boys — Jimmy  was  21,  Willie  18 — inherit- 
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ed  the  22-man  operation.  Jimmy,  a  socia- 
ble, organization-minded  fellow,  took 
over  the  front  office.  Willie,  who  liked  to 
tinker  with  machines,  took  production. 

Together  they  made  a  winning  combi- 
nation. Farah  grew  from  an  anonymous 
contractor,  working  on  narrow  margins 
for  the  military  and  big  chains  like  Sears, 
Roebuck  and  Montgomery  Ward,  to  a 
brand-name  wholesaler,  marketing  its 
slacks  to  retailers  at  greater  profit.  In  the 
early  1960s  the  brothers  developed  the 
product  that  made  the  Farah  name  a  sta- 
ple of  Middle  America's  wardrobe — inex- 
pensive, durable,  permanently  pressed 
slacks.  Until  then,  few  brand-name  mak- 
ers had  catered  to  the  casual,  moderately 
priced  menswear  market.  When  Farah 
found  that  niche,  it  pushed  the  slacks 
onto  scores  of  retail  shelves,  and  the 
company  blossomed. 

Without  Jimmy,  however,  the  formula 
went  wrong.  "With  Farah's  quick  suc- 
cess," explains  a  former  vice  president, 
"came  an  attitude  that  we  could  presume 
to  know  what  the  marketplace  wanted 
and  convince  them  of  it,  if  they  didn't 
believe  us."  Willie,  in  short,  never  really 
understood  the  trendier,  more  change- 
able market  of  the  1970s.  "He  wouldn't 
use  a  forecasting  system,"  says  a  past 
director  in  disgust.  "He  had  to  do  it  by 
sticking  his  finger  in  the  wind."  In  1971 
Willie's  finger  told  him  men  wouldn't 
wear  doubleknits,  so  he  continued  to  buy 
woven  fabrics.  In  1972  Farah  took  a 
$20.8  million  writedown  on  its  inven- 
tory of  wovens.  Willie  then  tried  to  cor- 
ner the  doubleknit  market,  and  the  price 
of  doubleknits  fell  from  $3  to  $1.50  a 
yard.  In  1975  Willie  put  over  a  quarter  of 
production  into  leisure  suits;  sales  rose 
20%  that  year,  and  the  company  turned 
its  first  real  profit  in  four  years.  But  Wil- 
lie didn't  know  when  to  quit.  "It  took  us 
years  to  get  rid  of  those  damn  things," 
groans  a  former  Farah  merchandiser. 

In  1976  Farah's  board,  fearing  Willie's 
next  market  blitz,  persuaded  him  to  step 
aside  for  new  management.  In  the  next 
two  years,  under  three  different  CEOs, 
Farah  lost  a  stunning  $45  million. 

What  happened?  The  interim  manag- 
ers blame  Willie  and  the  problems  he  left 
for  them  to  solve — unsalable  inventory, 
unmarketable  fabrics  on  order  and  unus- 
able production  capacity.  Willie,  in  turn, 
blames  their  poor  market  judgment  and  a 
cadre  of  creditors  who,  as  losses  piled  up 
and  debt  rose  to  70%  of  capitalization, 
decided  they  wanted  to  liquidate  the 
company  and  get  their  money  out.  The 
truth  is  probably  somewhere  in  between, 
but  this  month  Willie  will  be  trying  his 
theory  in  court,  charging  the  Prudential 
Insurance  Co.  of  America  and  three 
banks  with  "wrongfully  acquiring  and 
misusing  control  of  [Farah]  for  their  own 
benefit."  He's  asking  for  $204  million  in 
damages. 

Willie  Farah,  61,  has  been  back  in  the 


Farah  .Manufacturi>ii>  Cbamna>i  and  CFX)  W  illie  I'arah  ii  ith  bis  mother  s portrait 
From  rags  to  riches  to  rags — to  riches  once  more? 


saddle  since  April  of  1978,  and  Farah 
seems  to  be  humming  again.  Sales  for 
fiscal  1980  (ending  Oct.  31),  at  $123  mil- 
lion, are  up  35%  over  1979,  and  profits  are 
up  to  62  cents  from  20  cents  per  share. 
Those  and  future  earnings  will  be  shel- 
tered by  a  $36  million  tax-loss  carryfor- 
ward on  Farah's  books.  With  his  men's 
and  boy's  slacks  again  doing  well,  Willie 
plans  to  reopen  one  of  his  two  idle  plants 
this  year.  With  his  new  womenswear  line 
he  hopes  to  fill  the  same  niche  in  wo- 
menswear— well-made,  basic  products  at 
a  modest  price — that  he  and  Jimmy  dis- 
covered in  menswear  in  the  1960s.  An- 
other new  line,  the  "W.F.F."  (for  "Wil- 
liam Frank  Farah")  designer  line  of  high- 
er-priced, better-quality  apparel,  is  up  to 
10%  of  sales,  almost  half  of  which  comes 
from  the  Farah-Suede  jacket,  an  $85  repli- 
ca of  Halston's  $290  suede-look  jacket. 
"It's  a  phenomenon,"  says  Willie,  a  dark, 
energetic  man,  leaning  forward  in  his 
chair,  "and  it'll  keep  growing." 

A  well-known  eastern  retailer  cau- 
tions: "Farah's  projecting  more  Farah- 
Suede  sales  than  we  can  justify." 

Is  Willie  doomed  to  repeat  his  past 
mistakes?  A  pertinent  question,  for  Wil- 
lie's tenacity  can  be  awesome.  It  made 
the  Farah  name  notorious  in  the  early 
1970s,  when  Willie  fought  the  Amalga- 
mated Clothing  &  Textile  Workers 
Union  for  almost  two  years.  The  union 
called  for  a  boycott  in  July  1972,  and 


Farah,  despite  relatively  good  wages  ar 
benefits,  was  labeled  "repressive"  ar 
"exploitative."  Willie  made  a  bad  situ, 
tion  worse.  He  pugnaciously  stood  h 
ground,  taking  losses,  closing  plants,  pa 
ing  production  until  February  of  197' 
when  his  board  forced  him  to  let  tl 
union  in.  That  sort  of  belligerent  stu 
borness  is  a  deadly  sin  in  marketing. 

Willie,  however,  seems  finally  to  ui 
derstand  that  he  cannot  force  his  idei 
on  the  marketplace.  President  Ray  Wi 
liams,  hired  away  from  jeans  and  slackjl 
maker  H.D.  Lee  in  1978,  looks  to  be  t 
new  marketing  mind  of  the  Farah  orga: 
zation.  Willie  seems  ready  to  take  h: 
counsel  as  he  once  took  brother  Jimmy'i 

Willie  also  has  one  of  Texas'  preem| 
nent  bankers  to  hold  him  in  chec 
Chairman  Elvis  Mason  of  First  Interni 
tiona'l  Bancshares,  the  Southwest's  lat] 
est  bank  holding  company,  phoned  Wi| 
lie  in  mid-1979.  Willie  rushed  to  Dalla; 
and  five  weeks  later  First  International! 
lead  bank  gave  Farah  a  $16  million,  fivfl 
year  loan — used  mostly  to  pay  off  the  le^ 
cooperative  creditors  Willie  is  suing-( 
and  $8  million  in  short-term  financing 
Says  Mason,  "Willie  has  good  product) 
and  the  future  looks  promising."  Inve} 
tors  seem  to  agree.  Farah  stock,  whicj 
sold  at  3  during  much  of  last  year,  ha 
since  been  as  high  as  9%  and  now  bring 
around  $7  a  share  on  the  New  York  Stocj 
Exchange.  ■ 
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You  believe  a  car  should  gladden  the  heart  and  engage  the  nnind. 
Monte  Carlo  is  your  car. 

You  firmly  believe  that  a  car  should  be  every  bit  as  good  as  it  looks. 
So  as  your  eye  plays  over  the  sweeping  lines  of  Monte  Carlo  for 
1 981 ,  make  your  mind  aware  it's  engineered  for  the  real  world. 
The  new  Computer  Command  Control  system  continuously 
monitors  engine  functions  and  adjusts  Monte  Carlo's  performance 
to  meet  driving  conditions. 

Corrosion-resistant  primers,  special  undercoatings,  and 
zinc-rich  precoated  metals  help  assure  the  lasting  beauty  of  your 
Monte  Carlo. 

The  powerful  surge  of  an  optional  3.8  Liter  Turbocharged  V6  will , 
further  individualize  your  Monte  Carlo.  And  power  steering,  power 
brakes,  and  automatic  transmission  are  standard  in  an 
aerodynamic  Monte  Carlo  with  these  EPA  estimates:* 


HIGHWAY  EST         EPA  EST  MPG 


Standard  3.8  Liter  V6 
Optional  3.8  Liter  Turbo  V6 


Also  be  mindful  that  all  this,  plus  an  elegantly  appointed  interior, 
comes  together  in  a  personal  car  as  individual  as  you. 
Buy  or  lease  the  1981  Monte  Carlo  from  your  Chevrolet  dealer. 
And  let  it  gladden  your  heart,  while  its  Chevrolet  price  eases 
your  mind. 

'Remember:  Compare  the  "estimated  MPG"  to  the  "estimated  MPG"  of 
other  cars.  You  may  get  different  mileage,  depending  on  how  fast  you 
drive,  weather  conditions,  and  trip  length.  Actual  highway  mileage  will 
probably  be  less  than  the  estimated  highway  fuel  economy  Estimates 
differ  in  Calif.  Qhevrolets  are  equipped  with  GM-built  engines  produced 
by  various  divisions.  See  your  dealer  for  details. 

1981  Monte  Carlo. 

A  matter  of  personal  pride. 


Look  closely.  This  is  Polaroid's  new  Time-Zero 
Supercolor  film.  It  develops  twice  as  fast  as  any 
other  i nstant  color  film. Now  you  can  see  the  mo- 
ment on  film  as  you  still  live  it.  Beginning  at  time 
zero,  when  the  camera  ejects  the  film, the  image 
is  alive.You  first  see  it  at  10  seconds.At  30  seconds, 
it's  getting  stronger,clearer.  And  at  60  seconds,  it 
appears  complete.Moment  and  picture  become 
one.  Look  again  at  the  unretouched  Time-Zero 
Supercolor  picture.  It  was  shot  in  a  studio  with  a 
Polaroid  SX-70  Sonar  Land  camera.The  jmagti  is 
sharp.The  colors  are  brilliant  and  dazzling.  With 
^^-"ellent  saturation,  superb  separation.  Colors 
tiidt  once  seemed  impossible toobtain  in  instant 
photography  are  now  possible.Colors  that  once 
seemed  to  melt  together  are  now  pure  and  dls- 
linct.Time-Zero  Supercolor  can  be  used  in  any 
Polaroid  camera  that  takes  SX-70  film,  including 
ihe  OneStep,  Pronto  Sonar,  and  SX-70  Sonar  mod- 
els. Polaroid's  Time-Zero  Supercolor  film  makes 
instant  photography  more  exciting  than  ever. 


There's 


a  f  int  time  for 
everything. 

When  you  buy  your 
first  business  computer  from  us, we 
won't  love  you  and  leave  you. 

It's  the  big  moment.  Your  first  computer  can  do 
wonders  with  things  like  accounts  receivable,  order  entry, 
cash  flow,  inventory.  For  us,  it's  a  major  commitment  too. 

The  NEC  Astra  is  designed  and  built  from  the  ground 
up  to  be  a  company's  first  computer  system.  We're  here. 
With  everything  you  need,  to  do  whatever  needs  to  be  done. 
From  one  manufacturer.  Hardware  vyhich  has  become  the 
standard  of  the  industry  Software  which  is  easy  to  learn,  easy  to  use 
easy  to  grow  with.  Performance,  service,  support. 
We're  in  this  together.  Your  NEC  Astra  systems  dealer 
can  give  you  answers  to  all  your  questions.  A  hands 
on  demonstration.  Everything.  For  more  information, 
please  call  800-526-5368 


IN  NEW  JERSEY  CALL  201-797-7809 


ASTRA  BUSINESS 
SYSTEMS.  rrSTIML 


NEC 


NEC  Information  Systenns,  Inc.,  Lexington,  Mass 
Nippon  Electric  Co.  Ltd.,  Tokyo.  Japan 


'e  Preway  became  the  number  one  com- 
ly  in  prefab  fireplaces  primarily  because 
alternative  was  bankruptcy. 


The  survival 
instinct 


The  Up-And-Comers 


By  Larry  Marion 


lEASON  SMALL  COMPANIES  are  gen- 
more  innovative  than  major  cor- 
ons  is  that  most  of  them  have  less 
ct  hne  diversity,  weaker  market 
on  and  less  depth  in  staff.  Bemg 
vulnerable,  they  face  life-or-death 
ons  with  greater  frequency.  That 
rn  can  make  them  marvelously 
:o  opportunity.  Suppose,  for  exam- 
ine day  you  realize  that  sales  to 
largest  customer  have  peaked  and 
[ling  rapidly.  He  says  your  product 
>  about  to  become  obsolete.  Over- 


night you  and  your  staff  are  likely  to 
become  as  resourceful  as  you  have  ever 
been  in  your  lives. 

That's  what  happened  to  little  Preway 
of  Wisconsin  Rapids,  Wis.  back  in  1969, 
for  example.  "Eleven  years  ago  60%  to 
70%  of  our  business  was  with  Sears,  Roe- 
buck— mostly  private-label  space  heat- 
ers," says  Preway  President  William 
Thomas  Jr.,  taking  a  long,  slow  drag  from 
the  first  of  many  cigarettes.  "We  realized 
that  space  heater  orders  were  declining. 
Urban  renewal  was  tearing  down  the 
tenements  where  our  products  were  pop- 
ular. State  and  local  governments  were 


passing  building  code  changes  that  pro- 
hibited space  heaters  as  a  hazard.  We 
asked  the  Sears  buyer  to  analyze  the  situ- 
ation, and  he  told  us  that  the  decline  was 
permanent." 

As  Preway  was  only  moderately  profit- 
able at  the  time  and  had  a  history  of 
failed  product  introductions  reaching 
back  into  the  Twenties,  that  news 
sounded  catastrophic.  But  thanks  to 
Thomas'  survival  instincts,  it  turned  out 
to  be  the  best  thing  that  ever  happened 
to  the  company. 

Over  the  past  five  years  that  Thomas 
has  been  president,  Preway  has  averaged 
a  handsome  31%  return  on  equity  by 
becoming  the  Procter  Gamble  of  pre- 
fabricated fireplaces.  Even  in  calendar 
1 980,  with  housing  starts  well  below  nor- 
mal, Preway  rang  up  some  $43  million  in 
sales  on  which  it  showed  a  25%  return 
on  equity. 

Success  in  the  fireplace  business  didn't 
come  easy,  or  fast,  for  Preway.  Obstacles 
blocked  the  path,  like  hidden  dampers 
clogging  a  flue,  and  Thomas  had  to  grope 
in  the  dark  searching  for  the  right  han- 
dles. In  the  end  his  previous  experience 
as  an  appliance  salesman  for  Montgom- 
ery Ward,  Norge,  Chambers  and  other 
companies  was  what  saved  Preway. 

To  tell  the  tale,  Thomas,  57,  settles 
back  in  his  chair  with  the  pale  glow  of  a 
gas  Preway  fireplace  behind  him.  In  a 
deep,  raspy  voice  reminiscent  of  actor 
lohn  Huston  in  his  prime,  he  recalls  the 
harrowing  scramble  for  a  new  product  to 
replace  space  heaters  back  in  1969. 

"We  looked  at  a  lot  of  things,"  he  says. 
"Logically,  it  had  to  be  made  of  sheet 
steel — that  is  what  we  knew  how  to 
work  with.  So,  first  we  rejuvenated  our 
camp  stove  line  with  a  new  design.  I 
made  some  trips  to  Ward  and  Sears  to  try 
tt)  sell  the  new  stove,  but  we  couldn't 
compete  on  price. 

"Then  we  looked  at  steel  kitchen  cabi- 
nets, but  they  were  losing  popularity. 
Hell,  we  even  looked  at  svv;^ip  coolers. 


^ency  funds  where 


I'  I'rcsiciciil  and  (Iticf  lixcLiitii  c  liill  I  honui^  in  froiil  ofn  tvsl  finplace 
lot  in  life  was  making  a  fireplace  like  it  was  an  appliance." 
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'xpress*Card  and  your  personal  check  and 
;.  You  can  get  up  to  $l,000,with  $200  of 
?  balance  inTravelers  Cheques  at  any  of  the 
-avel  Service  OfficestOther  check-cashing 
•able  at  participating  hotels  and  motels 
id  and  at  some  U.S.  airline  counters.  All  of 
ibject  to  cash  availability,  regulations  and 
overseas.  Being  able  to  get  funds 
just  one  more  comforting  reason 
ng  the  American  Express  Card, 
lome  without  it. 


EXPRESS 


llie  Up-And-Comers 


prices  went  right  out  of  sight." 

During  those  desperate  times,  Thomas 
visited  sample  houses  in  ritzy  California 
developments,  lot)king  for  something 
new.  He  spotted  fireplaces.  Immediately 
he  realized,  "Here  was  a  product  we 
could  duplicate.  Based  on  our  unhappy 
experience  in  pioneering  products  like  a 
gas  dishwasher,  I  said,  'Let's  copy.  This 
may  be  our  real  bag.' 

"There  weren't  many  companies  in 
the  business  then,  only  five  or  six,"  he 
recalls.  "It  was  a  small,  fragmented  mar- 
ket. We  bought  each  of  the  available 
products,  and  took  it  apart.  Our  experi- 
ence making  appliances  taught  us  how 
important  quality  and  finish  were  to  a 
consumer  product,  and  we  found 
things — pitted  surfaces,  poorly  fitting 
joints — we  could  do  better." 

Entering  the  fireplace  market  posed 
little  risk.  "We  already  had  the  porcelain 
ovens  and  the  metal-shaping  facilities,  so 
it  wouldn't  cost  us  much,"  says  Thomas. 
"Also,  the  business  looked  to  be  very 
profitable,  compared  to  the  low  margins 
of  the  appliances  we  were  making." 

Would  a  Preway  prefabricated  fireplace 
sell?  Thomas  suspected  the  Sears  space 
heater  buyer  might  be  receptive  since  he 
was  losing  all  that  heater  business. 
Thomas  was  right.  Together  Thomas 
and  the  Sears  buyer  collaborated  on  a 
1,000-unit  purchase  agreement.  It  was 
not  binding,  but  with  an  appliance  sales- 
man's sleight  of  hand,  Thomas  used  the 
"contract"  to  get  the  go-ahead  from  the 
Preway  board:  "I  had  to  play  it  as  a 
definite  commitment  from  an  estab- 
lished marketer,  because  I  knew  the 
board  would  never  approve  another  gas 
dishwasher." 

The  first  Preway  tireplace,  a  conical- 
shaped  freestanding  model  seen  in  ski 
lodges  around  the  country,  exceeded  ex- 
pectations pt  Sears.  But  by  Preway  stan- 


suck  furnace-heated  air  into  the  fire,  and 
send  it  up  the  chimney  flue.  Preway  engi- 
neers incorporated  outside  air  into  the 
fire,  and  thus  saved  homeowners  20%  of 
their  annual  heating  costs.  "Our  goal  was 
to  make  a  fireplace  more  than  fust  sup- 
plemental heating,"  says  Thomas. 

To  market  his  new  branded  line  of 
fireplaces,  Thomas  at  first  used  the  same 
40  or  so  manufacturers'  representatives 
who  were  pushing  space  heaters.  "We 
tried  to  copy  the  marketing  strategy  of 
other  fireplace  makers,  selling  direct  to 
retailers,"  says  Thomas.  "So  we  followed 
the  path  of  least  resistance,  using  the 
independent  manufacturers'  reps  who 
were  already  selling  space  heaters.  We 
tried  for  18  months,  but  it  didn't  work. 
They  were  not  going  down  the  same 
street  as  fireplace  buyers." 

Some  men  might  have  thrown  up  their 
hands  at  that  point.  But  Thomas  was 
desperate.   Preway  had   to  make  this 

"Based  on  our  unhappy  expe- 
rience in  pioneering  products 
like  a  g€is  dishuxisher,  I  said, 
'Let's  copy.'  " 


work.  Then  Thomas  got  an  inspiration: 
"While  mulling  over  the  problem  at  a 
meeting,  a  bell  rang  in  my  head.  Based  on 
my  past  experience,  I  suggested  that  we 
go  to  a  two-step  distribution  system. 
Like  appliance  manufacturers,  Preway 
would  sell  to  local  distributors,  who 
would  then  supply  area  retailers.  It  gave 
us  more  manpower — almost  double  the 
field  representatives.  That's  the  way 
they  market  ovens,  dishwashers  and  oth- 
er kitchen  appliances,  and  they  have 
done  it  quite  successfully."  It  sounded 
like  a  good  idea  but  Thomas,  the  sales- 
man, chet;ked  out  the  new  schemes  with 
existing  ihstributors.  They  all  liked  it. 

Sales  ttiok  off.  The  combination  of  the 
energy  cj'unch,  Preway  design  ii 


innova- 

standard  of  the  industry.  Softwarei-f  "'^J/eff.ci^n 'd.^Z: 

easy  to  grow  with.  Performan  .■m  doubled  sales  between  1973 
We're  in  this  together.  Your  NEC  despite  a  20%  pnce  premium, 
can  give  you  answers  to  all  yoP^^'^'^'J'      ^"^^'^  ""^'^"f' 

I  i     1         r-         ,1  ^    lets,  of  course.  But  the  Preway 

on  demonstration.  Everything.  Foiy  continued  to  develop  new  fea- 

pleasecall;     QAft«iCC'^"iq'^c  damper  that  blocked 

W  W  wiir  drafts  when  the  fireplace  was 
IN  NEW  JERSEY  or  instance.  Then  there  were 
rs  that  slid  across  the  front  of 
ay  firebox,  replacing  the  easy- 
d  less-airtight  folding  panels 
e  competition.  Glass  doors  are 
[age  now.  Instead  of  room  air 
the  chimney,  the  doors  act  as 
heat     exchangers,  adding 

0  the  room.  With  the  dampers 
doors  quickly  snuff  out  the  em- 

1  it's  time  to  leave  the  room, 
doubled  in  1977,  to  $27  million, 
cnew  we  had  a  winner,"  says 
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Thomas.  "Preway  fireplaces  were  or 
location  in  1978,  and  if  we  had  been  ; 
to  supply  the  goods,  we  would  have  h 
number  one  in  sales  in  1978.  We  mi; 
about  $,S  million  in  business." 

Of  course,  the  market  itself  was' 
panding  up  until  1979.  Then  overall  s 
leveled  off.  But  Preway's  market  si 
didn't  stop  growing,  and  the  comp 
overtook  the  longtime  market  leader, 
Majestic  division  of  American  Stand 
the  tub-and-toilet  people.  "This  ; 
we're  introducing  a  model  with  65% 
ciency,  double  the  existing  level 
close  to  the  output  of  a  wood  stove,"  < 
Thomas.  But  he  admits  that's  not  re 
what  sells  fireplaces.  About  10% 
Preway  units  are  sold  through  retail  ( 
lets  to  do-it-yourselfers.  "Ninety  perc 
of  a  fireplace's  appeal  is  romantic, 
economic,"  he  says. 

One  reason  Preway  is  able  to  main' 
Its  better-than-20%  operating  margii 
that  Thomas  watches  costs  with  th( 
tention  of  someone  who  has  only 
rowly  escaped  bankruptcy.  "Any  ci\ 
expenditure  of  more  than  $100  n 
have  my  approval,"  he  snaps.  "I  per 
ally  get  involved  in  virtually  every  asi 
of  this  company.  A  lot  of  my  own  pei 
criticize  that,  but  that's  the  best  w 
Then  he  tosses  in  an  insincere  disch 
er  for  laughs:  "Oh,  I'm  sure  the  comj 
would  continue  to  grow  and  pros 
even  if  I  were  to  get  hit  by  a  truck 
shot  by  an  irate  husband.  I  would  cle 
prefer  the  latter." 

On  Wall  Street,  where  Preway  tn 
over-the-counter  at  about  6  times  e 
ings,  the  company's  near-term  prosp 
may  look  dubious,  but  Thomas  is  as  ( 
fident  as  ever.  By  the  end  of  the  y 
pent-up  demand  for  housing  and  rem 
tion  will  overwhelm  his  productior 
cilities,  Thomas  predicts,  sky-high  m 
gage  rates  or  no.  The  gap  betw 
Preway  and  its  competition  will  wk 
thanks  to  a  new,  less  expensive  lini 
fireplaces.  And  he  is  close  to  signii 
cross-licensing  agreement  with  a  Eurj 
an  manufacturer.  Meanwhile, 
spending  $500,000  a  year  on  additii 
research,  to  keep  on  top. 

Couldn't  a  newcomer  break  into 
business  the  same  way  Preway  did 
cade  ago?  "A  come-lately  won't  havi 
cash  to  put  in  for  the  production  e 
ment,"  Thomas  says  blithely,  wal 
alongside  the  new  $1  million  coil-cuO 
machine  in  the  factory  behind  his 
'And  look  at  this  porcelain  oven.  It  | 
us  $3  million  a  few  years  ago." 

Later   on,    Thomas  concedes, 
there's  nothing  secret  or  unusual  all 
our  market  strategy.  We  just  got  a  It 
start,  recruiting  most  of  the  good  disj 
utors.  And  we  were  innovative. 

"I  guess  we  were  lucky  enough  to  i 
see  what  our  lot  in  life  would  be — n) 
ing  a  fireplace  like  it  was  an  applian( 
and  smart  enough  to  pursue  it."  I 
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All  you  need  to  get  emergency  funds  where 
they  don't  know  you. 


xpress  C  niM/iii 


The  American  Express* Card  and  your  personal  check  and 
you're  in  business  You  can  get  up  to  $1,000,  with  $200  of 
it  in  cash,  and  the  balance  inTravelers  Cheques  at  any  of  the 
more  than  1,000  Travel  Service  OfficestOther  check-cashing 
privileges  are  av  ulable  at  participating  hotels  and  motels 
all  around  the  world  and  at  some  U.S.  airline  counters.  All  of 
these  services  are  subject  to  cash  availability,  regulations  and 
local  currency  laws  overseas.  Being  able  to  get  funds 
in  an  emer^:,  ^ncy  is  just  one  more  comforting  reason  'americai^i 
for  always  carrying  the  American  Express  Card. 
Don't  leave  home  without  it. 


Last  year  was  great  for  the  stock  market  aver- 
ages. But  it  wasn't  so  great  for  the  experts. 


If  you  could 
love  only  one 


By  Newcomb  Stillwell 


IF  YOU  COULD  BUY  just  One  stock — 
one  only — which  would  it  be?"  Ev- 
ery year  The  Streetwalker  puts  that 
question  to  a  group  of  intrepid  invest- 
ment professionals.  With  1980's  banner 
stock  market  performance,  how  did  the 
erstwhile  experts  do?  Of  the  nine  brave 
enough  to  participate,  four  fared  well:  In 
a  robust  overall  market  their  stocks  rose 
more  than  25%,  in  one  case  75%.  The 
rest  lost  money.  Clearly  not  a  great  year 
for  the  pros.  But  Wall  Streeters  are  a 
dauntless  lot.  Here's  how  our  seers  fared, 
and  some  new  favorites  for  1981. 

The  biggest  winner  was  Robert  Archi- 
bald, an  institutional  broker  for  Merrill 
Lynch  in  Los  Angeles  and  the  1979  run- 
nerup.  His  1980  pick,  PSA,  Inc.,  a  Cali- 
fornia commuter  airline,  rose  75%.  Now 
he's  embracing  Host  International, 
which  operates  restaurants  and  gift 
shops  in  airports.  "Retailing,  restaurants 
and  air  travel  should  do  better  with  a 
recovery  in  the  economy,"  he  says. 
"These  groups  have  been  out  of  favor  and 
could  turn  around  quickly.  Host  com- 
bines all  three  plays."  The  stock  traded 
recently  under  $20,  just  6  times  earnings. 
Next  year,  Archibald  thinks,  earnings 
could  be  up  some  28%  to  $3.70. 

Leslie  M.  Pollack ,  chairman  of  Shearson 
Management,  Inc.,  the  1980  runnerup, 
correctly  prophesied  the  takeover  of 
Teleprompter:  Westinghouse  signed  an 
agreement  in  principle,  and  the  stock  is 
up  28% .  Now  he's  betting  on  MCA,  a  TV 
and  movie  producer,  with  stock  recently 
traded  at.  8  times  earnings.  "It's  a  pure 
fundamental  play,"  he  says.  "Cable  TV 
needs  programs,-  pay  TV  needs  programs; 
video  cassettes  need  programs;  video- 
discs need  programs.  MCA  makes  pro- 
grams." The  stock  is  relatively  de- 
pressed. Pollack  thinks,  because  of  the 
actors'  strike  and  lack  of  a  big  movie  hit 
this  year  Next  year  he  expects  a  rising 
multiple  and  a  15%  earnings  increase  to 
$6.50.  "Still,"  Pollack  admits,  "after  this 
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The  Streetwalker 


year,  I'm  probably  due  for  a  collapse." 

Another  takeover  beneficiary  isn't  so 
sanguine.  Ronald  L.  Strauss  chose  Bob  Ev- 
ans Farms,  up  29%  and  about  to  be  ac- 
quired by  Beatrice  Foods.  "It  offered  the 
potential  for  open-ended  growth,"  he 
complains.  "If  only  Beatrice  hadn't 
stepped  in."  This  year,  Strauss,  an  ana- 
lyst at  William  Blair  in  Chicago,  has  his 


eye  on  another  "open-ended  growth 
stock" — selling  at  a  hefty  26  times  earn- 
ings. Chi-Chi,  Inc.,  owner  and  franchiser 
of  Mexican  restaurants,  is  "probably  the 
fastest-growing  company  in  America  to- 
day, though  from  a  very  small  base,"  he 
says.  Strauss  expects  earnings  to  quadru- 
ple to  more  than  $3.25  by  1983. 

Hitachi,  Ltd.,  the  1980  and  1979  choice 
of  Bahamian  investment  philosopher 
John  Templeton,  has  become  a  less-than- 
spectacular  performer.  The  stock  is  up  a 
comfortable  31%  from  last  year,  but  only 
11%  since  1979.  Now  Templeton  has  a 
new  choice.  Sea  Containers,  which,  as  its 
name  suggests,  rents  cargo  containers  to 
shippers.  Trading  recently  at  20,  the 
stock  sports  a  lowly  multiple  of  4  times 


earnings.  "Profits  have  been  depressed 
rising  interest  costs,"  Templeton  not 
"and  will  improve  sharply,  either  wh 
rates  fall  or  when  management  raises 
fees  to  reflect  higher  costs.  The  depr 
sion  should  be  temporary." 

Something  more  than  a  temporary  ( 
pression  has  settled  on  John  Doherty, 
Doherty  Research  Associates,  who  opi 
out  this  year.  The  gloom  is  understai 
able:  IBM,  his  choice  for  the  past  t 
years,  is  still  down  3%  from  when 
first  picked  it.  Says  Doherty:  "I  would 
buy  a  stock  for  the  next  12  months.  1 1 
cash;  you  can  earn  20%  with  it.  I  thi 
we've  run  out  of  greater  fools." 

Robert  H.  Stovall ,  director  of  investm( 
policy  at  Dean  Witter  Reynolds,  is 
clined  to  agree,  if  only  because  he  s 
pects  he's  the  greatest  fool  of  all.  "I 
been  twice  cursed,  twice  wounded,  tw| 
offended  by  The  Travelers  Corp.," 
says  of  his  1980  pick.  "Not  only  was  j 
poor  stock  selection — down  9% — It 
they  canceled  my  three  homeowne 
policies  after  some  minor  vandalisn 
Despite  the  fiasco,  any  man  with  th: 
houses  must  know  something,  and  S 
vail  now  opts  for  K  mart,  which, 
notes,  is  trading  at  only  6  times  its  lik 
1981  earnings.  "For  the  first  time 
years  it  has  a  multiple  below  the  marb 
and  could  be  a  beneficiary  of  the  ant: 
pated  tax  cut,"  Stovall  says. 

Fratik  Parrish  Jr  of  Boston's  Fidel 
Management  is  another  undaunted  lo 
His  choice.  Continental  Telephone, 
flat.  Nonetheless,  he  isn't  switchi 
Half  of  Continental's  business  will 
unregulated  by  1983,  and  at  that  pc 
should  carry  a  multiple  of  10  to  12, 
says.  "I  still  believe  you  should  be  abh 
double  your  money;  I'm  just  sorry 
didn't  happen  this  year." 

Sorry,  too,  is  Robert  M.  Hanisee, 

1979  winner.  "I  still  think  it  will  w 
out,"  he  says  of  AM  International, 

1980  pick,  which  dropped  20%.  N 
Hanisee,   director  of  institutional 
search  at  Los  Angeles'  Crowell,  Wee 
&  Co.,  likes  Whittaker,  a  chastened 
ties   high-flying   conglomerate.  "O 
50%  of  profits  come  from  health  c 
primarily  hospital  supplies  and  conti 
hospital  management  in  the  Mideast, 
it  trades  at  7  times  earnings,"  he  s; 
"American  Hospital  gets  a  14  multip 
Hanisee  expects  1981  earnings  to 
$4.40,  up  almost  20%  from  this  y 
adding  that  the  company  has  a  $65  r 
lion  cash  acquisition  war  chest.  " 
Saudis,"  he  says,  "pay  their  doctor  t 
in  advance." 

The  man  who  lost  most  was  last  ye 
premier  player,  Letv  Katcher,  research 
rector  at  Sutro  &  Co.  in  San  Franci; 
His  choice,  American  Nuclear,  bom 
after  a  springtime  runup  and  now 
down  a  hefty  31%.  Now  he's  pick 
Amdahl,  which  he  predicts  could  tr 
its  1980  earnings  this  year.  "The  St: 
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I't  yet  recognized  the  real  technologi- 
ad vantage  they  have  over  IBM,"  he 
;.  "I'm  going  to  win  this  year." 
jually  confident  is  new  boy  D  Lynn 
ston,  an  analyst  at  Cowen  &.  Co.'s 
iston  office.  His  choice  is  United  En- 
Resources,  a  natural  gas  pipeline 
ipany  that  trades  at  7  times  earnings, 
ihould  have  a  12  multiple — the  trans- 


mission business  due  to  the  current  gas 
surplus  is  really  a  growth  industry,  rather 
than  a  utility  industry,  as  Wall  Street 
thinks,"  he  says,  adding  that  the  com- 
pany has  oil  and  gas  reserves  worth  $25  a 
share,  half  its  current  stock  price. 

What's  the  lesson?  When  it  comes  to 
selecting  stocks,  no  one  has  a  sure  thing. 
Even  a  superior  investor  like  lohn  Tern- 


Statistical  Spotlight 


e  top  members  of  the  financial  community 
ve  placed  their  bets  for  this  year.  The  result: 


The  1981  dream 
portfolio 


By  Steve  Kiehen 


u  were  given  $1  million  to  invest  in 
stock  market  at  the  opening  bell  on 
2,  which  stocks  would  you  pick? 
;  chose,  more  or  less  at  random,  five 
nvestment  firms:  Anametrics,  Inc.; 


Standard  &  Poor's;  Chemical  Bank's 
Trust  &  Investment  Division;  Kidder, 
Peabody's  Investment  Policy  Group;  and 
the  Value  Line  Investment  Survey.  Here 
are  their  picks. 

In  about  six  months  we'll  report  back 
on  how  each  of  the  five  ideal  portfolios 


pleton  can  burn  his  fingers.  Yet  the  pro- 
fessionals know  enough  to  hedge  their 
real  bets  with  broad,  balanced  portfolios. 
Templeton's  Investment  Counsel  Fund 
has  positions  in  189  stocks.  The  largest 
holding,  Alcan  Aluminium  Ltd.,  ac- 
counts for  13%  of  the  total.  Individuals 
who  don't  aim  for  similar  diversification 
may  be  the  greatest  fools  of  all.  ■ 


treated  its  $1  million  "investment"  from 
Forbes.  To  make  it  a  sporting  contest 
we'll  eliminate  such  complicating  con- 
siderations as  dividend  yield,  personal 
taxes,  commissions  and  market  liquidi- 
ty. Such  factors  make  comparisons  un- 
necessarily complex. 

Our  five  portfolios  run  the  gamut  from 
conservative  to  mildly  speculative.  From 
New  York-based  investment  advisers  An- 
ametrics comes  a  portfolio  that  looks  the 
most  venturesome,  containing  several 
highly  leveraged  companies.  Probably  the 
least  venturesome  is  the  56-stock  list 
from  Kidder,  Peabody.  It  is  almost  an 
index  fund. 

S&P's  lO-stock  portfolio  is  the  most 
concentrated  even  though  it  represents  a 
wide  diversity  of  industry,  ranging  from 
steel,  energy,  electrical  equipment  and 
electronics,  to  transportation,  computers 
and  fertilizer.  What's  interesting  is  that 
half  of  SikP's  picks  also  crop  up  in  other 
portfolios.  That  should  give  us  some  in- 
sight into  the  relative  virtues  of  portfolio 
concentration,  at  least. 

Given  a  million,  which  portfolio  would 
you  pick? 


Portfolio  1: 
Anametrics 

Company' 

Recent 
price 

Latest 
12-month 
earnings 
per 

share 

Price/ 
earnings 
ratio 

Yield 

Book 
value 
per 
share 

ms  of  "special  situations"  stocks 
lould  have  a  field  day. 

(0) 
(0) 

Alaska  Interstate 
Allied  Chemical 
Anacomp 
Data  Card 

3678 
55% 
19 'A 
22 '/4 

$6.06 
8.08 
0,99 
1  28 

6.0 
6.9 
19.4 
17.4 

1.4% 
3.9 
0.7 
1.1 

$10.91 

40.47 
3.46 
6.29 

(a) 
(o) 

Freeport  Minerals 
Horn  &  Hardart 
MCI  Communications 
Natomas 

17'/4 

12% 
38 'A 

4.28 
I.Ol 
0.04 
3.91 

14.6 
17.1 
NM 
9.8 

1.6 

2.6 

12.07 
3.72 
0.14 

12.55 

(a) 

Oak  Industries 
Ranger  Oil  Ltd 
Savin  Corp 

Standard  Oil  of  Indiana 

44 '/4 
20 

12'/4 

86 '/2 

3.18 
0.35 
2.61 
6.39 

13.9 
57.1 
4.7 
13.5 

0.9 

5.7 
2.5 

19.34 
0.91 
15.21 
28.05 

'All  companies  are  listed  on  the  New  York  .Stock  Exchange  except  those  labeled  (a).  American  Stock 
Exchange  and  (o),  over-the-counter  exchange.  NM:  Not  meaningful            Source:  Anametrics,  Inc 

Portfolio  2: 
Standard  &  Poor's 

Company' 

Recent 
price 

Latest 
12-month 
earnings 
per 

share 

Price/ 
earnings 
ratio 

Yield 

Book 
value 
per 
share 

boldly  concentrated  list  of  "stocks 
r  superior  market  performance  in 
'81"  that  still  cuts  a  broad  swath 
ross  basic  industries. 

Armco 

Atlantic  Richfield 

Bunker-Ramo 

CSX 

International  Business  Machines 

36% 
70 

35y8 

43  7« 
65 '/4 

$5.12 
6.43 
3.70 
7.06 
5.72 

7.1 
10.9 
9.6 
6.2 
11.4 

4.5% 

2.7 

3.4 

5.8 
5.3 

$36.04 
24.74 
24.67 
NA 
25.87 

'All  companies  ate  listed  on  the  New  York  Stock  Exchange.    .NA:  Not  available 

Sotitce:  Slc4mlard  &  Poor's  The  Outlook 
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Portfolio  2: 
Standard  &  Poor's 

Company' 

Recent 
price 

Latest 
12-month 
earnings 
per 

share 

Price/ 
earnings 
ratio 

Yield 

Book 
value 
per 
share 

Joy  Manufacturing 
PepsiCo 

Santa  Fe  International 

Sperry. 

Williams 

51'/2 

24% 
63% 

56'/8 
42'/« 

$4.58 
3.07 
2.98 
7.68 
5.09 

11.2 
7.9 
21.4 

7.3 
8.3 

3.7% 

5.3 

1.1 

3.1 

2.6 

$32.83 
12.05  ' 

18.00  ' 

51.01  \ 
27.16  1 

'All  tonipanies  are  listed  on  the  New  York  Slock  Exchange     NA  Not  available  • 

SoMfce  SliiiuUinl  &  I'oor's  The  Oullook  , 

....  -   ..  -                                                .    -   1 

Latest 

Portfolio  3: 

12-month 
earnings 

Price/ 

Book 
value 

Chemical  Bank 

Company' 

Recent  per 
price  share 

earnings 
ratio  Yield 

per 
share 

Kenneth  S.  Rolland,  Chief  Invest- 
ment Officer  of  the  Trust  &  Invest- 
ment Division  of  Chemical  Bank,  su- 
pervises over  $9  billion  in  assets.  He 
has  picked  15  mainstream  growth 
stocks  for  the  New  Year. 


Allegheny  Ludlum 
Becton,  Dickinson 
(o)    Color  Tile 

Digital  Equipment 
Dover 


(o) 


40 
47% 
23% 
90 '/8 
56% 


$7.44 
3.14 
1.36 
5.60 
3.91 


5.4 
15.2 
17.6 
16.1 
14.5 


3.5% 
2.1 


1.8 


Eastman  Kodak  67  7.07  9.5  5.2 

International  Business  Machines  65'/4  5.72  1  1.4  5.3 

Johnson  &  Johnson  95'/2  6.32  15.1  2.4 

Millipore  28%  1.70  16.7  1.0 

Nalco  Chemical  47%  3.44  13.8  3.4 


Raytheon 

105 'A 

7.06 

14.9 

1.9 

27.19 

Texaco 

51% 

8.42 

6.1 

5.0 

39.22 

J 

Tyco  Labs 

42% 

6.90 

6.2 

2.8 

22.91 

Tymshare 

40% 

1.76 

23.2 

7.52 

< 

Warner  Communications 

36'/« 

3.95 

9.1 

1.9 

10.36 

'All  conip.inies  .ire  lisieil  on  the  New  York  Stock  Exchange  except  those  labeled  (o).  over-the-counter 

exchaiine 

Vmire  Kfiiiiel/>  S  RolUiiiil.  (.hiej  /ni  vsliiieiil  Officer,  '/ru^!  &  liireslmeiit  llii  Lsion  oj  Cl.mniiceil  Bcmk 


Portfolio  4: 
Kidder,  Peabody 


Latest 

12-month 

Book 

earnings 

Price/ 

value 

Recent 

per 

earnings 

per 

Company' 

price 

share 

ratio 

Yield 

share 

American  Broadcasting 

26% 

$5.41 

4.9 

6.1% 

$24.41 

American  Medical  International 

38% 

2.24 

17.2 

1.7 

11.29  - 

Amsted 

44% 

6.60 

6.8 

5.6 

31.51  r 

Anheuser-Busch 

25% 

3.65 

7.0 

4.2 

20.12  * 

Atlantic  Richfield 

70 

6.43 

10.9 

2.7 

24.74  ■ 
 * 

Automatic  Data  Processing 

45% 

2.57 

17.8 

1.7 

10.25  • 

Avon  Products 

33% 

4.01 

8.3 

9.0 

14.25  ' 

Beatrice  Foods 

16% 

2.86 

5.9 

7.8 

13.06 

Bethlehem  Steel 

24% 

2.37 

10.4 

6.5 

58.72 

Black  &  Decker  Manufacturing 

17'/8 

2.14 

8.0 

4.4 

13.64 

CBS 

47'/2 

6.71 

7.1 

5.9 

35.78 

Combustion  Engineering 

49% 

3.32 

15.0 

3.0 

15.68 

Conoco 

66 '/2 

9.06 

7.3 

3.3 

35.06 

CSX 

4378 

7.06 

6.2 

5.8 

NA 

Dart  &  Kraft 

40% 

6.46 

6.3 

7.9 

42.42 

Delta  Air  Lines 

52V8 

5.38 

9.7 

2.3 

50.80 

Digital  Equipment 

90'/8 

5.60 

16.1 

36.25 

Dow  Chemical 

32'/4 

4.17 

7  7 

5.6 

20.87 

Federal  Express 

411/2 

2.05 

20.2 

9.41 

Gannett 

33% 

■  2.70 

12.5 

4.5 

5.43 

General  Electric 

58 

6.53 

8.9 

5  2 

32.08 

Gillette 

27 

4.08 

6.6 

7.0 

1 8  59 

Hospital  Corp  of  America 

49'/« 

2.48 

19.8 

0.8 

12.77 

Illinois  Power 

I7'/2 

2.93 

6.0 

13.6 

21.90 

International  Business  Machines 

65% 

5.72 

11.4 

5.3 

25.87 

Koppers 

25 '/i 

2.41 

10.5 

5.5 

22.11 

Lenox 

29% 

4.07 

7.2 

5.0 

22.76 

Levi  Strauss 

41% 

5.18 

8.1 

3.6 

16.50 

Lifemark 

38'/4 

2.27 

16.9 

1.6 

6.54 

Eli  Lilly  &  Co 

58 '/s 

4.66 

12.5 

4.0 

21.54 

The  Investment  Policy  Group  of  Kid- 
der, Peabody  recommends  no  less  than 
56  companies  for  their  portfolio.  It's  a 
sort  of  index  fund  with  a  little  of  every- 
thing. Note,  however,  that  there  are 
just  four  oil  stocks  on  the  list.  Kidder 
sees  energy  stocks  primarily  as  an  in- 
flation hedge  and  is  downplaying  them 
in  the  belief  that  the  new  Administra- 
tion will  get  a  grip  on  inflation. 


'All  companies  ate  listed  (  n  ilit  York  Stock  Exchange  except  those  labeled  (o).  over-the-counter 
exchange.    N.\:  Not  avail.il  'le 

Source:  Kidder,  Peahotty  &  Co  Inc  hireslmenl  /'o/icv  Group 
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Portfolio  4: 
Kidder,  Peabody 


Longs  Drug  Stores 

29 '/8 

$2.71 

10.7 

2.9% 

$12.89 

Lowe's 

18% 

1.52 

12.3 

3.2 

12.22 

Mead  Corporation 

26'/2 

5.10 

5.2 

7.2 

29.73 

Motorola 

70% 

5.55 

12.7 

2.3 

32.22 

Owens-Corning 

25% 

2.02 

12.7 

4.7 

25.59 

(o) 

Payless  Cashways 

13'/8 

1  13 

11  6 

1  1 

6  52 

Pfizer 

46'/2 

3.40 

13.7 

3.1 

17.90 

Pillsbury 

35'/2 

5.41 

6.6 

5.6 

32.19 

Pioneer  Corp 

57% 

4.51 

12.8 

3.0 

12.09 

to) 

Quotron  Systems 

33 

1.23 

26.8 

— 

2.92 

Revco  DS 

29 '/2 

2.98 

9  9 

3.4 

15.87 

Safeguard  Business  Systems 

35'/8 

1.47 

23.9 

1.1 

2.82 

Santa  Fe  Industries 

95% 

9.50 

10.1 

3.1 

71.97 

Santa  Fe  International 

63% 

2.98 

21.4 

1.1 

18.00 

GD  Searle 

2  5 'A 

1.76 

14.3 

2.1 

8.41 

Southern  Railway 

81 

10.88 

7.4 

4.5 

75.86 

Sperry  Corp 

56 '/s 

7.68 

7.3 

3.1 

51.01 

Stanoard  Brands  Paint 

24 '/8 

2.89 

8.3 

3.0 

8.10 

Standard  Oil  of  Ohio 

76 

7.31 

10.4 

2.4 

12.58 

Stauffer  Chemical 

21'/4 

2.95 

7.2 

5.6 

18.73 

(a) 

Texas  Air 

•     1 1  '/s 

2.99 

3.7 

1.4 

15.94 

Toys  "R"  Us 

27% 

1.71 

16.2 

9.17 

Union  Carbide 

48 '/2 

9.86 

4.9 

6.6 

62.95 

Union  Oil  of  California 

51% 

3.59 

14.4 

1.5 

17.07 

Upjohn 

58 

5.60 

10.4 

3.4 

24.98 

Waste  Management 

92 '72 

3.96 

23.4 

1.0 

14.18 

'All  companies  are  listed  on  the  New  York  .StfKk  Exchange  except  those  labeled  (a).  Ainencan  Stock 
Exchange  and  (o),  ov  er-the-counter  exchange.    NA;  Not  available. 

Source:  Kidder,  Feiihody  &  Co .  Inc  Inrestmeni  Policy  Group. 


Latest 

12-inonth  Book 

earnings  Price/  value 

Recent         per  earnings  per 

price         share  ratio         Yield  share 


Portfolio  5: 
The  Value  Line 
[nvestment  Survey 

Latest 

12-month  Book 
earnings      Price/  value 
Recent         per       earnings  per 
Company'                                         price        share        ratio        Yield  share 

ich  week  the  computers  at  the  Val- 
i  Line  Investment  Survey  examine 
,^er  1,700  stocks  for  relative  price 
;rformance    over    the    next  12 
onths.  Among  the  factors  consid- 
ed  are  a  stock's  price/earnings  mul- 
jle  in  historical  terms  and  its  rela- 
on  to  the  multiples  of  other  stocks 
irveyed.  Only  100  stocks  receive  the 
ghest  rank  of  "1" — a  group  whose 
;rformance  has  been  outstanding  in 
cent  years.  From  this  top  group  Val- 
i  Line  recently  highlighted  these  33 
ocks  as  "performance"  stocks. 

A-T-O                                       20%      $3.12          6.5         2.9%  $14.65 
American  Hospital  Supply             44V2        3.20        13.9         2.1  19.16 
Angelica                                    12'/4        1.38          8.9         3.3  8.91 
Anixter  Brothers                         30%        2.16         14.2         0.8  8.75 
(a)      BICPen                                     17'/4        1.73         10.0         2.8  10.92 

Chesebrough-Pond's                     28%        3.01          9.4         4.5  11.80 
JackEckerd                                32          2.92         11.0         3.8  16.22 
AG  Edwards  &  Sons                     23'/8        3.42          6.8         4.0  8.78 
Esterline                                    27          2.51         10.8         2.1  4.25 
Fluor                                        63'/8        2.73        23.1          1.3  7.61 

Geosource                                 63          2.77        22.7         0.8  19.03 
Global  Marine                            67%        3.09        21.9         0.3  8.81 
EF  Hutton  Group                        31%        5.36          5.9         2.5  13.82 
Lifemark                                   38'/4        2.27         16.9         1.6  6.54 
Longs  Drug  Stores                        29'/8        2.71         10.7         2.9  12.89 

Marriott                                    32          2.47         13.0         0.8  12.29 
Mary  Kay  Cosmetics                    26          1.91         13.6         1.5  3.55 
Merrill  Lynch                             35%        4.96          7.2         3.1  21.58 
Morrison-Knudsen                       43'/2        3.37         12.9         2.1  18.75 
(o)     Noxell                                       22%       3.02          7.4         4.3  13.10 

Ocean  Drilling  &  Exploration        47%        2.24        21.0         1.7  6.98 
PHH  Group                                40%       3.13         13.0         2.6  12.18 
Prime  Computer                         34%       0.93        37.2          —  1,67 
(o)      Roadway  Express                         34'/4        3.37         10.2         3.5  14.46 
(o)     RPScherer                                 I31/2        0.97         13.9         1.9  9.01 

Shearson  Loeb  Rhoades                36          5.39          6.7         1.3  10.63 
Southwest  Airlines                      32'/2        3.64          8.9         1.0  8.65 
Tandy  Corp                                44'/2        2.36         18.9          —  6.23 
Upjohn                                     58          5.60         10.4         3.4  24.98 
(a)      Wang  Labs  B                              37'/2        1.08        34.7         0.3  3.76 

Western  Co  of  North  America        53'/4        2.16        24.7         0.5  5.65 
Zapata                                      66          4.37         15.1         0.7  26.53 
Zenith  Radio                              17'/8        1.47         11.6         3.5  14.62 

'.Ml  com|  1                 '1  '111  "mw          Siiiik  K\<ii,iiigt'  extfpi  those  labeled  (a),  American  Stock 

Exchange  .11            ■    m  i:  h;  k  m  ihici  i_\ih.ini;i' 

Soiirci   riic  Vfiliie  line  lui  est»ieiil  Snnt'v 

ES,  JANUARY  19,  1981 


63 


Want  to  see  fruit  kept  fresher 
from  tree  to  table? 


Borg -Warner's  York  Division  supplies  refrigeration  systems  to  major  shipping  fleets  that 
help  them  keep  delicate  produce  fresh  all  the  way  from  continent  to  continent.  That's  Borg-Warner 
today.  And  there's  more  to  come.  In  eight  major  markets,  Borg-Warner  is  a  company  to.  watch. 


Watch 
Bora-Warner 


For  an  annual  report  write:  Borg-VVamer,  Dept.  50, 200  South  Michigan  Avenue.  Chicago,  Illinois  60604 


ne  people  claim  the  futures  market  is  a  good  place  for  individ- 
Is  to  hedge  against  inflation.  That's  like  saying  skydiving  helps 
vent  the  aches  and  pains  of  old  age. 


Step  right  up,  folks  • . . 


By  Thomas  C.  O'Donnell 
with  Anne  Bagamery 

ITTING  IN  HIS  QUIET,  Starkly  mod- 
em office  in  the  middle  of  Wash- 
ington, James  Stone,  chairman  of 
Commodity  Futures  Trading  Com- 
ion,  is  sketching  a  scary  scenario  for 
ndustry  he  oversees.  It  goes  some- 
like  this: 

eculators  quietly  begin  hoarding  a 
Tiodity.  The  CFTC,  which  regu- 

the  booming  market  where  com- 
ities are  traded  for  future 
ery,  sees  what's  happen- 
)ut  can  do  little  about  it. 
the  squeeze  continues, 
t  50%  of  available  com- 
ity ends  up  in  specula- 
hands.  With  so  much 
the    market,    the  price 

doubles,  triples,  quadru- 
and  goes  higher  still. 

some  point,  the  soaring 

prompts  thousands  of 
:rs  to  sell.  Suddenly  there 
1  oversupply  of  the  com- 
ity and  the  price  plum- 
.  Shaky  brokerage  houses, 
h  helped  finance  the  spec- 
ve  boom,  frantically  issue 
;in  calls.  Equally  shaky 
s  call  in  loans  collateral- 
by  the  commodity.  The 
c  market  plummets;  the 

market  is  in  chaos.  The 
in's  financial  system  is 
ght  to  its  knees  by  a  col- 

of  near- 1929  proportions, 
antasy?  Far  from  it.  Except 
le  last  detail,  that  scenario 
lat  happened  early  last  year 
1  the  silver  bubble  created 
e  Hunt  brothers  and  other 
ilators  burst.  "We  escaped 
ine  catastrophe  by  the 
lest  of  margins,"  says 
e,  who,  though  an  econo- 
by  training,  takes  a  practi- 
ather  than  an  academic 


view  of  financial  markets.  Though  he's 
only  34,  Stone  has  already  earned  a  reputa- 
tion as  a  tough  regulator  while  insurance 
commissioner  of  Massachusetts.  "What 
worries  me  is  that  an  even  bigger  bubble 
could — indeed  will — occur  again  unless 
there  is  far  stricter  supervision  of  the  fu- 
tures market." 

Eight  hundred  miles  away  inside  the 
Chicago  Board  of  Trade  and  the  Chicago 
Mercantile  Exchange,  the  nation's  two 
largest  futures  arenas,  the  noise  is  over- 


Future  shock 


The  explosive  growth  of  the  futures  market  is  shown 
by  the  number  of  contracts  traded.  During  the  Seven- 
ties, that  figure  zoomed  from  12  million  to  90  million. 
The  value  of  contracts  traded  also  soared  in  the  Seven- 
ties, rising  from  $145  billion  to  nearly  $5  trillion.  This 
statistic,  however,  is  somewhat  deceptive  since  most 
contracts  are  closed  out  before  delivery. 


Number  of  contracts  traded  (millions) 


Value  o(  contracts  traded  ($  billions) 


Sources:  Commodity  Futures  Triiilmg  Commission  Inumber  of  contracts), 
Futures  Industry  Association  (value  of  contracts) 


whelming.  The  roar  begins  at  the  8  a.m. 
opening  bell,  when  men  standing  in  pits 
scream  and  wave  their  arms.  Here  men 
have  been  known  to  drop  dead  from  ex- 
citement as  they  trade  such  exotica  as 
pork  bellies,  plywood,  soybeans,  foreign 
currencies  and  Treasury  bills. 

In  this  least-regulated  and  fastest- 
growing  financial  market  in  America, 
money  changes  hands  in  microseconds. 
Fortunes  are  made  and  lost  in  an  after- 
noon. Here  theie  is  scant  patience  with 
Commissioner  Stone's  dire  prophecies. 

If  this  were  a  Western  movie. 
Stone  would  be  the  earnest 
young  minister  preaching  in 
vain  to  hard-drinking,  carous- 
ing cowpokes,  goldminers  and 
gunslingers.  "We  need  less  reg- 
ulation, not  more,"  contends 
Robert  Wilmouth,  the  dapper 
ex-president  of  Crocker  Na- 
tional Bank  who  is  now  presi- 
dent of  the  CBOT  "This  mar- 
ket has  existed  for  over  130 
years  and  the  silver  bubble  was 
our  finest  hour.  The  only  peo- 
ple hurt  were  the  speculators 
who  deserved  to  be." 

We  have  here  a  classic  con- 
frontation between  those  who 
favor  government  supervision 
and  those  who  think  the  in- 
dustry should  regulate  itself. 
The  outcome  will  affect  not 
only  the  futures  market  but 
the  entire  U.S.  financial  sys- 
tem for  decades  to  come.  With 
the  Reagan  landslide,  victory 
now  seems  certain  for  the  pro- 
ponents of  self-regulation. 
Stone,  a  Democrat  who  has 
been  fighting  a  losing  battle 
with  the  industry  ever  since 
he  took  over  in  May  1979,  will 
soon  be  out  of  the  chairman- 
ship. "I'll  hand  my  resignation 
in  on  Jan.  20  and  I  expect  it  to 
be  accepted,"  he  says. 
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Life  in  the  pits.  The  Jloor  of  the  Chicago  Mercantile  Exchange,  the  nation  's  second-la)\ncst  futntvs  trading  arena 
Money  changes  hands  in  microseconds.  Fortunes  can  be  made  and  lost  in  an  afternoon. 


Yet,  despite  its  clear  dedication  to  free 
markets  and  reduced  federal  regulation, 
the  Reagan  Administration  might  think 
twice  before  letting  the  commodities 
market  go  its  merry  way.  Something  dra- 
matic is  happening  in  the  commodities 
market  which  could  end  in  tragedy.  As 
never  before  in  history  the  average  inves- 
tor is  being  lured  into  the  market.  Warns 
Stone:  "Small  speculators  are  the  raw 
material  out  of  which  bubbles,  scandals 
and  panics  are  made." 

They  are  feeding  a  speculative  fever 
that  not  only  results  from  inflation 
but  may  be  a  contributing  cause  of 
it  as  well.  Commodity  trading  volume  in 
1980  on  all  ten  U.S.  futures  exchanges 
topped  90  million  contracts,  dwarfing 
the  26  million  traded  in  1974  and  more 
than  double  the  43  million  traded  )ust 
three  years  ago.  It  is  generating  broker- 
age commissions  which,  if  they  are  not 
yet  as  big  as  stock  trading  commissions, 
are  fast  catching  up.  An  estimate  of  the 
commissions  generated  last  year  would 
be  $594  million. 

"It  is  growing  a  bit  like  the  stock  mar- 
ket in  the  Twenties,"  concedes  a  futures 
exchange  official.  The  New  York  Stock 
Exchange  wishes  it  had  such  growth.  In- 
deed, this  year  the  Big  Board  diversified 
for  the  first  time  in  its  188-year  history 
by  setting  up  a  new  subsidiary.  Since 
August  the  New  York  Futures  Exchange 
has  been  trading  foreign  currencies, 
Treasury  bills  and  Treasury  bonds. 


The  entrance  of  the  New  York  ex- 
change will  give  the  futures  market  some 
much-needed  respectability,  which  may 
lure  more  small  investors.  "For  the  indi- 
vidual investor,  the  futures  market  is 
nothing  but  a  crapshoot,"  points  out  Per- 
rin  Long,  an  analyst  with  Lipper  Analyt- 
ical. "People  are  getting  into  it  now  who 
don't  know  the  difference  between  a  fu- 
tures contract  and  a  hole  in  the  ground." 

That  was  proven  late  last  year  when 
the  futures  market  underwent  a  quiet 
crash.  Until  mid-December  commodity 
prices,  fueled  largely  by  speculation,  had 
been  soaring.  But  when  short-term  inter- 
est rates  passed  20%,  the  bubble  burst. 
For  the  second  time  in  a  year  speculators 
took  a  bath,  the  earlier  case  being  when 
the  silver  bubble  broke. 

What  happened  the  first  time  is  well 
known:  The  Hunts  of  Texas  became, 
briefly,  national  figures.  This  time  the 
crisis  was  quieter,-  nevertheless  dozens  of 
brokerage  firms  issued  massive  margin 
calls  and  several  were  rumored  to  be  in 
danger  of  collapse  after  the  Commodity 
Research  Bureau  index  of  futures  prices 
tumbled  almost  10%  from  337  to  308. 
One  manufacturing  company.  Savannah 
Foods  ik  Industries,  lost  $14  million  in  a 
week.  ContiCommodity,  the  invest- 
ment subsidiary  of  Continental  Grain, 
liquidated  a  futures  fund  it  managed 
when  the  fund's  value  plummeted  from 
$2.5  million  to  zero. 

A  caution  to  investors?  Unfortunately 


not.  Maybe  it's  inflation,  maybe  it 
natural  gambling  fever  that  lurks  in 
humans,  but  in  any  case  these  r 
coaster  descents  seem  simply  to 
people's  appetites.  There  is  a  moi 
flame  aspect  to  such  situations, 
though  some  speculators  get  hurt, 
ket  breaks  actually  help  us,"  says 
mouth.  "Futures  markets  thrive  or 
nomic  uncertainty,  high  interest 
and  violent  price  swings." 

And  despite  the  growth  of  n 
years,  the  market  is  still  in  i 
fancy,"  points  out  Jack  San 
chairman  of  the  Chicago  Mercantil 
change.  So  much  so  that  a  whole  r 
new  products  are  planned  or  awaitin, 
ulatory  approval,  including  contrac 
stock  indexes — such  as  the  Value  Lin 
Standard  &  Poor's  averages — as  w( 
Eurodollars,  domestic  certificates  c 
posit  and  oil.  Promises  Sandner: 
haven't  seen  anything  yet." 

He  is  probably  correct.  Inflati( 
threatening  to  turn  the  financial  ma 
upside  down.  In  recent  years,  only  h 
speculative  segments  of  the  stock 
ket,  such  as  high-technology  and 
bling  issues,  have  promised  the  ( 
returns  offered  by  futures.  But  ci 
commodity  trading  an  inflation  heel 
a  little  like  describing  skydiving  as  a 
of  avoiding  the  aches  and  pains  a 
age.  Nevertheless,  inflation  makesi 
pie  desperate — and  careless.  It  turns 
mally  prudent  investors  into  specull 
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leculators  into  gamblers, 
urchasing  Treasury  bills,  for  exam- 
down  payment  of  $1,000  can  se- 
i  contract  on  $1  million  worth  of 
(A  similar  investment  in  stocks, 
50%  margin  requirement,  would 
down  payment  of  $500,000.)  And 
erest  rate  movement  of  less  than 
n  triple  a  speculator's  investment 
•e  him  out. 

u  can  make  enough  money  in  a 
ng  to  send  your  kids  to  college," 
ne  trader  after  a  day  in  a  pit.  "You 
so  lose  your  house,"  he  adds, 
t  underscores  a  big  difference  be- 

the  traditional  investment  mar- 
nd  futures:  Futures  are  a  zero-sum 

For  every  winner  there  is  a  loser. 
□  the  stock  market.  If  the  stock 
t  goes  down,  nearly  everybody 

if  it  goes  up  nearly  everybody 
Thus  the  sum  of  the  public's  gains 
stock  market  are,  long  term,  great- 
n  its  losses.  Not  so  with  commod- 
Since  somebody  must  lose  all  the 
nd  since  professionals  and  hedgers 
t  afford  to  lose  long  term,  it  be- 
I  the  general  public's  function  to 
'  the  money  that  keeps  the  profes- 
s  and  the  brokers  happy  and  sol- 
imall  speculators  typically  lose  on 
if  all  trades,  counting  on  the  occa- 

big  hit  to  put  them  ahead, 
se  hits  can  be  very  big  indeed, 
le  who  went  long  on  silver  in  Au- 
1979,  for  example,  by  plunking 


down  $5,500  could  have  seen  his  stake 
rise  to  over  $1  million  by  January.  The 
reason:  As  the  Hunts  and  other  specula- 
tors tried  to  comer  the  market,  prices 
skyrocketed  from  $8  to  $50  per  ounce. 

Those  paper  profits  quickly  melted 
when  the  price  of  silver  plunged  to  $11 
per  ounce  in  mid-March — the  roller- 
coaster  ride  that  almost  brought  the  na- 
tion's financial  system  to  its  knees.  Un- 
til then,  many  novices  did  not  even  real- 
ize they  were  speculating.  Even  now 
many  do  not  understand  that  the  market 
is  made  up  of  both  hedgers  and  specula- 
tors. Hedgers,  traditionally  farmers  and 
food  companies — and  more  recently  in- 
stitutional investors — use  futures  mar- 
kets to  insure  against  price  or  interest 
rate  movements.  "We're  nothing  but  a 
goddamn  big  insurance  agency,"  says 
CBOT  President  Wilmouth,  just  a  bit 
ingenuously. 

Indeed,  for  every  hedger  there  must  be 
at  least  one  speculator  to  assume  the  risk 
the  hedger  wants  to  avoid.  Speculators 
who  often  have  millions  at  stake  typical- 
ly know  little  about  what  is  being  bought 
and  sold.  They  simply  hope  to  make 
profits  on  price  movements. 

"Speculators  are  not  evil.  They  per- 
form the  necessary  service  of  providing 
liquidity,"  argues  Richard  Sandor,  a  vice 
president  of  ContiCommodity  and  the 
man  credited  with  developing  the  con- 
cept of  interest  rate  futures.  "The  market 
could  not  function  without  them." 

No  one  disputes  that.  The  dispute  cen- 
ters around  the  huge  amount  of  specula- 
tion fueling  the  market  today  and  its 
effects  on  both  individuals  and  the  na- 
tion's capital  markets.  What  worries 
people  like  Commissioner  Stone  is  a  se- 
ries of  events  which,  along  with  infla- 


tion, are  luring  more  and  more  people 
into  commodity  speculation: 

•  The  Department  of  Labor's  decision 
in  July  1979  that  a  "prudent  man"  could 
consider  futures  speculation  a  reasonable 
investment.  That  opened  the  door  to  in- 
stitutions and,  traders  say,  gave  the  busi- 
ness the  stamp  of  legitimacy. 

•  The  Saturday  Night  Massacre  a  few 
months  later  when  the  Federal  Reserve 
decided  to  fight  inflation  by  concentrat- 
ing on  the  monetary  aggregates  and  let 
interest  rates  gyrate  freely.  Before  that 
Oct.  6  evening,  only  a  handful  of  institu- 
tions were  hedged  against  interest  rate 
movements. 

•  The  New  York  Stock  Exchange's  de- 
cision to  establish  the  New  York  Futures 
Exchange.  "Someday  we  may  be  one  of 
the  biggest  exchanges  in  the  world," 
smiles  NYFE  President  William  Smith. 

•  The  Reagan  victory  and  the  near- 
certainty  that  Stone  will  step  down  as 
chairman  (although  remain  as  a  commis- 
sioner). These  events  have  set  off  some- 
thing close  to  euphoria  among  futures 
traders  and  Wall  Street  firms,  some  of 
which  now  take  down  30%  of  their  com- 
mission revenue  from  futures.  Under 
Stone,  the  CFTC  has  delayed  approval  of 
many  new  contracts,  pending  proof  of 
their  economic,  rather  than  investment, 
justification. 

Because  of  the  CFTC's  belief,  which 
the  industry  vehemently  opposes,  the 
Kansas  City  Board  of  Trade  has  been 
waiting  for  more  than  three  years  for 
CFTC  permission  to  offer  a  contract  tied 
to  a  stock  index.  The  board  is  now  pro- 
posing one  tied  to  the  Value  Line  Com- 
posite Index,  which  is  based  on  the 
prices  of  more  than  1,600  stocks.  More 
recently,  the  CBOT  and  the  Merc  have 


A  legitimate  function 


Don't  think  there's  nothing  to  com- 
modity markets  except  gambling  by 
individuals — even  though  that  is  a 
growing  part  of  the  action.  Here's  an 
example  of  a  business  using  financial 
futures  to  protect  itself  against  unfore- 
seeable changes  in  interest  rates: 

Stauffer  Chemical  in  August  decid- 
ed to  issue  $200  million  in  commer- 
cial paper.  At  that  time,  interest  rates 
on  such  debt  hovered  around  10%.  To 
protect  itself  against  further  in- 
creases, the  company  sold  short  Trea- 
sury bill  contracts,  using  the  Chicago 
Board  of  Trade,  to  hedge  part  of  the 
borrowing. 

By  December  rates  did  indeed  jump 
and  Stauffer  was  soon  forced  to  pay  a 
rate  of  20%  for  its  money.  But  the 
increase  in  interest  rates  lowered  the 
price  of  the  Treasury  bills  it  had  sold 
short.  Stauffer  closed  its  position  by 


buying  back  the  bills  and  pocketed  a 
$200,000  profit.  By  spreading  that 
profit  over  the  life  of  the  debt,  the 
company  was  able  to  reduce  its  bor- 
rowing costs  below  20%. 

"If  you  don't  hedge  your  portfolios 
in  this  interest-rate  climate,  you're 
gambling  just  as  surely  as  if  you  were 
shooting  craps,"  says  Kenneth 
Drucker,  Stauffer 's  assistant  treasur- 
er. Thousands  of  corporations,  portfo- 
lio managers  and  individuals,  who 
first  became  aware  of  the  futures  mar- 
kets in  the  early  1970s  when  world- 
wide events  made  them  front  page 
news,  now  feel  the  same  way. 

In  a  stable  financial  system,  this 
kind  of  hedging  shouldn't  be  neces- 
sary, but  as  long  as  the  Fed  bears  the 
brunt  of  fighting  inflation  and  as  long 
as  interest  rates  remain  volatile,  what 
alternative  is  there?— T.C.  O'D. 


i,  JANUARY  19,  1981 


67 


I 


U  'lC  Cbmnncul  James  Stone 

Escape  by  the  thinnest  of  margins. 


Board  of  Trade  Fresuient  Robert  Wilniouth 
"We  need  less  regulation,  not  more." 


Chicago  Mercantile  Chairman  Jack  Sandner 
Working  out  q/ler  a  day  in  the  pit. 


A1F£  President  Wi//ia»i  Smith 

Talcing  on  the  big  boys  from  Chicago. 


applied  for  contracts  based  on  the  S& 
500  index.  "Because  such  contra 
would  be  settled  for  cash,  this  brings 
very  close  to  gambling,"  concedes 
mildly  worried  Wilmouth. 

Even  so,  the  attraction  of  stock  int 
futures  may  be  overwhelming  for  t 
reasons.  First,  investors  can  purch 
them  for  margins  of  5%  or  less,  cc 
pared  with  the  50%  margin  on  stc 
Second,  it  is  obviously  a  lot  easier  to  p 
the  direction — up  or  down — of  an  en' 
market  than  of  a  particular  stock  or 
dustry.  If  the  investor  does  nothing 
leave  it  to  chance,  he'll  bat  500. 

The  success  of  stock  index  contra 
would  also  be  assured  by  the  fact  t 
they  are  aimed  at  equity  portfolio  rr| 
agers,  who  up  to  now  have  shied  a.^ 
from  using  futures.  Suppose  they  are 
tremely  bullish  but  would  like  an  anc 
to  windward.  With  futures  contracts 
the  stock  averages,  they  can  be  fully 
vested  and  yet  have  a  hedge  if  the  ma] 
goes  against  them. 

Many  fixed-income  money  manag 
by  contrast,  have  been  in  the  futii 
market  since  October  1975  when 
CBOT  traded  the  first  contract  based 
interest   rates:   Government  Natic 
Mortgage    Association    bonds.  Tl 
months  later  the  Merc  began  tradin 
bills.  Since  then  the  financial  futi 
market  has  grown  so  fast  it  now 
counts  for  fully  25%  of  all  contracts  t 
ed.  "Someday  the  financial  futures  r 
ket  will  be  bigger  than  the  marke 
tangible  commodities,"  predicts  Mo: 
Lane,  president  of  Discount  Corp 
N.Y.  Futures. 

The  Treasury  is  worried  that  s 
speculation  could  disrupt  the  marki. 
government  securities,  at  $500  bil 
the  largest  and  most  stable  financial  r 
ket  in  the  world.  That  almost  happt 
in  September  1978  when  a  major  sec 
ties  firm  inadvertently  took  a  positio 
futures  equal  to  $3  billion  in  T  bills  ji 
few  days  prior  to  a  scheduled  auctio 
new  debt.  That  raised  the  specter 
shortage  of  deliverable  bills  to  bad 
the  futures,  which  could  have  affe 
the  prices  of  new  T  bills. 

Neither  financial  futures  nor  secur 
options,  charges  SEC  Chairman  Ha 
Williams,  "lead  directly  to  new  ca 
formation."  What  they  may  lead  to, 
even  institutionalize,  is  inflation — i 
ically  the  very  thing  they  are  intendt 
protect  against. 

"hi  theory,  the  futures  market  she 
by  discovering  futures  prices  and  ti 
ferring  risk,  reduce  volatility  and 
hance  stability  in  the  underlying  fi 
cial  markets,"  says  economist  A 
Wojmlower  of  First  Boston  Corp.  "E 
speculation  becomes  excessive,  it  c 
distort  and  destabilize  securities 
yields  far  more  dangerously  than  all 
any  other  economic  event  imaginab^ 

How  much  speculation  is  exces; 
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t  is  an  unanswered  e^uestion,  but  it  is 
;ved  that  speculation  accounts  for 
e  than  75%  of  all  activity  in  Treasury 
is.  And  in  today's  speculative  envi- 
nent,  markets  that  offer  nothing 

or  exciting  may  run  into  trouble, 
lere  is  no  better  example  of  this  phe- 
lenon  than  the  NYFE.  Despite  the 
backing  of  its  venerable  parent,  the 
r  York  Stock  Exchange,  volume  has 
n  somewhat  below  expectations, 
;ly  because  the  NYFE  has  duplicated 
racts  readily  available  in  Chicago. 

used  to  do  some  business  on  the 
•E,"  explains  Jay  Proops,  Esmark's 

president  and  treasurer.  "But  we've 
ed  back  to  Chicago.  If  you're  going 
eal  in  large  volumes,  you've  got  to 
;  in  Chicago  now." 
YFE  hopes  to  capture  15%  of  the 
icial  futures  market  by  its  first  anni- 
ary.  It  is  concentrating  on  futures 
^d  by  institutions.  "We're  not  really 
the  doctor  or  dentist  from  Des 
ties  who's  got  a  few  thousand  to  play 
I,"  says  President  Smith.  Although 

is  commendable  conservatism,  it 

not  be  practical. 

hat  makes  commodities  markets 
;e  than  the  securities  markets  for 
il  investors?  Partly  that  commodities 
I  zero-sum  gain  and  equally  impor- 
[y  because  it  is  a  market  where  the 
lary  investor  lacks  many  of  the  safe- 
ds  he  has  with  stocks  or  bonds.  For 
iple: 

rhe  lack  of  a  ban  on  inside  informa- 


tion. While  executives  and  brokers  who 
use  inside  information  to  anticipate  or 
cause  stock  movements  can  end  up  in 
jail,  commodity  traders  are  free  to  make 
millions  from  such  knowledge. 

•  The  fact  that  investors  who  own  5% 
or  more  of  a  company's  stock  must  pub- 
licly disclose  their  holdings.  Large  com- 
modity traders  only  have  to  inform  the 
CFTC  and  the  exchanges.  This  obviously 
leaves  small  investors  at  the  mercy  of 
large  commodity  producers  and  traders. 

•  The  requirement  that  stock  orders 
be  processed  when  they  are  received. 
Traders  at  futures  exchanges  can  place 
orders  for  their  own  accounts  and  the 
public  at  the  same  time.  Some  critics 
charge  that  this  creates  conflicts  of  inter- 
est and  that  small  speculators  have  no 
way  of  knowing  whether  or  not  they  are 
paying  a  fair  and  accurate  price 

In  Britain  there  are  licensed  shops 
where  the  public  can  stop  by  and 
place  bets  on  a  large  number  of 
events.  In  a  sense,  the  spread  of  commod- 
ity trading  is  turning  the  U.S.'  4,000-odd 
brokerage  offices  into  something  similar. 
Some  25  brokerage  houses  have  set  up 
commodity  funds  that  allow  investors  to 
get  into  the  market  with  stakes  as  small 
as  $5,000.  The  advantage  of  such  funds  for 
individuals  is  that  the  maximum  they  can 
lose  is  the  money  actually  put  into  the 
funds.  Individuals  who  buy  futures  on 
their  own,  by  contrast,  must  come  up 
with  additional  margin  capital  if  the  mar- 
ket moves  against  them. 


A  major  worry  today  is  that  the  swelling 
of  pooled  assets  may.be  adding  even  more 
volatility  and  speculation  to  the  market, 
much  as  institutions  make  the  stock  mar- 
ket gyrate  when  moving  in  and  out.  "As 
more  novices  enter  the  futures  market, 
swings  in  prices  and  spreads  will  widen," 
says  Morton  Lane  of  Discount  Corp. 

To  prevent  that  from  happening,  Stone 
says  the  following  steps  should  be  taken: 

•  Congress  should  grant  authority  to 
set  margin  requirements — which  are 
now  set  by  the  exchanges — to  either  the 
CFTC  or  the  Federal  Reserve. 

•  Speculative  margins  should  be  raised 
sharply,  well  above  the  current  5%. 

•  Position  limits,  determining  how 
many  contracts  an  investor  can  hold  in  a 
particular  commodity,  should  be  im- 
posed to  prevent  concentrations  of  own- 
ership such  as  that  of  the  Hunts  in  silver. 

•  Restrictions  on  bank  and  broker 
lending  for  commodities  speculation, 
similar  to  the  limits  on  speculation  in 
stocks  and  bonds,  should  be  established. 

Adds  Stone:  "The  futures  markets — 
with  their  tiny  margins  and  the  absence 
of  customer  screening — present  an  open 
invitation  to  speculators.  We  need  re- 
form but  it  may  take  a  genuine  catastro- 
phe to  get  it." 

Government  regulation  is  not  a  popu- 
lar thing  today — and  rightly  so.  Yet,  ev- 
ery situation  must  be  looked  at  on  its 
own  merits.  Strict  regulation  did  not  kill 
the  stock  market.  Why  should  the  com- 
modities markets  be  very  different?  ■ 


How  to  . . . 


kay.  So,  you're  a  well-heeled  individual,  you  don't  take  our 
amings  seriously  and  you  want  to  play  the  futures  market, 
ere's  how: 

If  you  admit  you  know  relatively  little  about  futures 
ading  and  don't  have  the  time  or  desire  to  learn,  you  can 
lok  into  one  of  the  commodity  pools  sponsored  by  a  major 
'okerage  firm.  You  buy  a  stake — typically  $5,000 — in  a 
5ol  of  long  and  short  positions  in  a  wide  variety  of  com- 
lodity  and  financial  futures.  The  pool  is  controlled  by  an 
[dependent  manager,  who  directs  several  floor  traders. 
)me  pools  have  impressive  records:  For  example,  Heinold 
ommodities'  Future  Fund  has  gained  131%  in  unit  value 
nee  its  inception  in  July  1979,  a  performance  most  mutual 
ind  managers  would  envy.  On  the  other  hand  many  pools 
ive  rules  that  require  liquidation  if  the  unit  price  slips 
lore  than  50%  from  the  previous  year,  so  your  investment 
)uld  be  wiped  out  in  a  day. 

If  you'd  rather  have  some  say  in  how  your  money  is 
indled,  you  can  open  a  managed  futures  account.  You'll 
;ed  to  deposit  about  $5,000,  half  of  which  is  usually  held  in 
serve,  and  you  must  specify  whether  you  want  to  hedge 
ransfer  risk)  or  speculate  (assume  risk),  as  the  CFTC  per- 
iits  higher  trading  limits  for  hedgers.  The  next  step  is  to 
:cide  where  you  think  interest  rates  are  headed  and  to  set 
tme  goals — how  much  you  want  to  make,  how  much  you 
in  afford  to  lose.  The  rest  is  handled  by  your  broker,  with  a 
w  words  of  guidance  from  you. 

Let's  say  you  think  interest  rates  are  headed  down,  and 


prices  of  Treasury  bills  and  other  fixed-income  instruments 
will  come  up.  You  might  buy,  for  $1,000,  a  $1  million 
contract  in  90-day  T  bills.  For  every  basis-point  movement 
in  interest  rates,  the  value  of  your  contract  moves  $25 
(0.01%  times  $1  million  divided  by  4,  to  allow  for  the  one- 
fourth-year  maturity  of  the  bills).  If  you  guessed  right  and 
interest  rates  are  down  0.1%  by  the  end  of  the  first  day, 
you've  made  $250.  The  gain  is  added  to  your  account  and 
your  contract  is  revalued — "marked  to  market" — each  day. 
But  if  you  guessed  wrong  and  interest  rates  come  up  0.1%, 
you've  lost  $250  and  must  make  it  up  out  of  your  reserves  in 
order  to  trade  the  next  day.  If  you  can't  make  up  a  loss, 
you'll  be  sold  out — meaning  you've  lost  your  deposit  and 
you're  still  liable  for  brokerage  fees. 

If  you  decide  the  futures  game  is  for  you,  it  pays  to  bone 
up,  and  the  futures  exchanges  are  a  font  of  information.  The 
Chicago  Board  of  Trade  puts  out  stacks  of  pamphlets  ex- 
plaining the  various  instruments  and,  naturally,  how  to  use 
them  on  the  CBOT  The  New  York  Futures  Exchange  goes 
one  better:  It  offers  SPRINT,  a  computer  simulation  using 
actual  NYFE  data  and  prices,  which  advances  you  $250,000 
on  paper  and  shows  you  day-by-day  what  your  decisions 
have  netted  or  cost  you.  The  theory  behind  SPRINT,  ex- 
plains NYFE  President  William  Smith,  is  simple:  "You  leam 
a  lot  more  and  you're  a  lot  more  careful  if  it  seems  like 
you're  controlling  your  own  money." 

But  always  keep  this  in  mind:  80%  of  all  futures  trades 
end  up  in  losses. — A.B. 
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How  to  pick  winners  in  a  raging  bull  market: 
Check  the  annual  report— but  read  the  glossy 
pages  up  front,  not  the  balance  sheets. 


Go-go 
redivivus 


The  Money  Men 


By  William  Baldwin 


Listen  to  John  Hartwell,  and  you 
think  the  go-go  Sixties  are  back.  If  he 
picks  up  an  annual  report  at  all,  he  ex- 
plains, he  skips  the  financial  statements 
and  heads  straight  for  the  slick  material 
up  front — to  find  out  if  the  business  is 
"exciting."  He  peppers  his  language  with 
words  like  "dynamics"  and  "perfor- 
mance." He  tumed  a  quick  profit  on 
Genentech,  and  he  talks  cheerily  of  snap- 
ping up  Apple  Computer  for  his  private 
accounts,  at  almost  100  times  earnings. 

Hartwell,  however,  isn't  an  Eighties 
whiz  kid.  He's  a  Sixties  whiz  kid  reborn 
at  the  age  of  64,  now  enjoying  a  second 
round  of  success.  Hartwell  Leverage 
Fund,  which  he  manages,  racked  up  a 
1 15%  return  for  the  12  months  ending  in 
November.  That  is  the  best  performance 
in  the  industry,  excluding  funds  that 
benefited  from  soaring  gold  prices. 
Meanwhile,  Hartwell  Growth  Fund  was 
up  a  similarly  impressive  85%. 

Hartwell  thinks  there  is  more  soaring 
to  come.  "Today's  stock  market  is  a 
model  of  prudence  compared  to  Armand 
Hammer's  paymg  $5  million  for  a  da 
Vinci,"  he  says.  "Maybe  two  or  four 
years  out,  when  people  are  falling  all  over 
themselves  selling  antiques  to  speculate 
in  Digital  Equipment,  we're  in  trouble." 

Despite  that  euphoria,  the  Sixties  lus- 
ter is  gone.  When  Hartwell's  investment 
firm  was  ;U  its  peak  in  1968,  it  was 
raking  in  $2  million  a  year  in  fees  from 
managing  $400  million.  Today  Hartwell 
manages  only  $70  million — $20  million 
in  the  two  small  funds  and  the  rest  in 
private  accounts.  But  in  some  ways  he  is 
better  off  than  before.  In  the  old  days  his 
money  vanished  into  salaries  for  his  83 
employees  and  rent  for  swank  Park  Ave- 
nue offices.  Now  Hartwell's  scaled-down 
operation  has  a  clerical  staff  of  four  and 
costs  $200,000  a  year  to  run,  against  the 
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Money  DUDUtger  Jolni  Haitivell 

They  used  to  line  up  at  9  a.m.  to  buy. 

$600,000  in  fees  he  collects  annually. 

Still,  Hartwell,  a  proper  Bostonian 
with  two  Harvard  degrees,  is  one  of  the 
few  big-name  Sixties  money  men  to  sur- 
vive. Fred  Carr  went  into  insurance;  Ger- 
ry Tsai  sold  out  and  opened  a  brokerage 
house;  Fred  Mates  became  a  bar  owner. 

Hartwell  had  no  trouble  selling  $56 
million  worth  of  shares  in  the  Leverage 
Fund  at  its  initial  offering  in  1968;  but 
that  was  no  time  to  be  giving  John 
Hartwell  money.  By  the  fall  of  1974,  each 
$10  investment  in  the  Leverage  Fund 
was  worth  only  $3.61.  But  anyone  who 
bought  then  and  stayed  with  it  is  sitting 
on  a  sevenfold  gain.  In  this  business, 
timing  is  everything.  On  the  retum  trip, 
though,  the  public  missed  out  again.  Bit- 
ter over  their  experience.  Leverage  Fund 
shareholders  cashed  in  by  the  hundreds. 
Redemptions  were  running  well  ahead  of 
sales  as  recently  as  a  year  ago — just  the 
wrong  time  to  be  leaving. 

Today,  Hartwell  isn't  sadder  but 
wiser — in  fact  he  has  hardly  changed  his 
investment  philosophy.  It's  just  that  the 


high- technology,  high-growth  cor 
nies  he  favors  are  back  in  style.  Ove 
past  five  years  Hartwell's  two  mu 
funds,  each  with  about  25  stocks, 
regularly  beat  the  averages.  He's  ms 
lot  of  money  in  glamour  issues  like  V 
Labs  (minicomputers).  Advanced  JV 
Devices  (semiconductors)  and  Ml  A  C 
(satellite  communications). 

Hartwell's  strategy  is  to  ignore 
vidual  stocks  and  try  to  decide  what 
ket  segments  are  likely  to  do  well 
leaves  it  to  brokerage  house  analys 
recommend  specific  companies  th<; 
his  needs.  "The  oil  service  area  w 
particularly  obvious  opportunity,' 
says.  "Oil  had  gone  up  from  $2.50  to 
and  the  incentive  to  produce  was  ter 
except  that  the  govemment  kept  fu^ 
around  with  price  controls."  Hart 
started  buying  Western  Co.  of  N 
America  in  early  1979,  when  drillin 
tivity  was  off  from  the  previous  qu 
and  the  stock  was  selling  for  a  barg. 
times  earnings.  He  now  has  a  400%  >, 

Hartwell  has  positions  in  other  oi 
vice  companies,  and  he's  not  eagtj 
sell — even  after  the  heady  runups  o  I 
past  year.  "If  a  company  is  still  gro' 
at  32%  annually,  better  to  pay  20  i 
earnings  for  that  than  to  pay  9  time 
something  with  a  meaningless  grow  | 
9%,  no  more  than  the  inflation  rate  | 
says.  For  the  next  several  years  hij 
pects  the  exciting  industries  to  be  t, 
television,  computers  and  home  e  | 
tainment.  "Betamax  sales  are  up  7Cj 
people  are  really  himgry  for  this  stuii 

If  this  sounds  like  5%  Ben  Grahan'  | 
95%  hunch,  that's  the  way  Hartwel 
the  other  razzle-dazzle  Sixties 
slingers  operated.  It  wasn't  as  mu 
matter  of  finding  good  companic 
finding  good  situations.  One 
Hartwell's  big  moneymakers,  ot 
things,  was  Chrysler;  he  tripled  ai 
vestment  between  1962  and  1964 
his  best  winner  was  Syntex.  In  196 
associate  noticed  a  Reader's  Digest  ai 
about  contraceptives;  inquiries  tumi 
Syntex  as  a  leader  in  the  field.  N 
mind  that  the  obscure  company 
barely  in  the  black,  Hartwell's  cl 
rode  the  stock  from  36  to  225  witl 
single  year. 

For  someone  who  narrowly  sun 
the  devastations  that  followed,  Han 
shows  little  remorse  for  the  excess 
the  go-go  era.  "Our  money  under  i 
agement  doubled  every  year  for 
years,"  he  remembers.  "We  used  to 
people  lined  up  in  the  corridors 
o'clock  in  the  morning  waiting  to 
shares  in  the  fund."  He  adds,  wistf 
"There  are  few  money  managers  ari 
that  have  ever  seen  a  real  bull  ma 
Back  in  the  old  days  an  account  t 
move  8%  or  10%  in  a  day  if  it 
enough  Syntex  in  it."  Syntex,  Ge 
tech,  Apple — this  is  Hartwell's  kir 
market.  But  it  might  not  last  foreve 
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'es  of  videotape  recorders  have  kept  JVC's 
)fits  soaring  for  years.  Now  it  is  hoping  that 
'eodisc  will  become  another  highflyer. 


Can  Japan  Victor 
play  it  again? 


By  Kathleen  K.  Wiegner 

s  DOGS  GO  HE  WAS  NEVER  as  hand- 
Some  as  Lassie  or  as  heroic  as  Rin 
L  Tin  Tin.  What  he  was  was  a  good 
ler.  Nipper,  the  black-and-white 
grel  who  came  to  fame  as  RCA's 
mark,  the  little  dog  with  one  ear 
ed  listening  patiently  to  his  master's 
endeared  himself  to  millions  be- 
RCA  retired  him  to  the  kennels  in 
•  of  a  bright  modern  logo.  But  Nipper 
ill  top  dog  in  Japan.  The  trademark 
le  Victor  Co.  of  Japan  (JVC),  which 
ed  life  in  the  late  1920s  as  an  off- 
t  of  the  old  Victor  Talking  Machine 
little  "Neeper"  (as  JVC  employees 
tionately  call  him)  proudly  guards 
entrance  to  the  company's  Tokyo 
quarters. 

lese  days  JVC  (whose  American  ties 
cut  in  1938)  has  been  chewing  up 
petitors  several  times  its  size.  Sony, 
iushita  and  Hitachi  may  be  better 
vn,  but  the  odds  are  that  anyone 
ng  the  hottest  new  home  entertain- 
t  gadget,  the  videotape  recorder,  will 
:tting  one  invented  by  JVC. 
cause  JVC  sells  its  video  recorders  to 
r  companies  who  sell  them  under 
own  label,  JVC's  own  name  seldom 
ars.  Its  boxes  are  sold  by  Thorn  EMI 
.),  Thompson-Brant  (France)  and  Te- 
iken  (Germany).  Through  a  cross- 
sing  arrangement  with  Matsushita 
:ric,  the  video  recorders  Matsushita 
under  its  Panasonic  and  Quasar 
ds  are  JVC's,  as  are  the  ones  it  sup- 
to  RCA.  It  is  JVC's  video  recorder, 
iony's  Betamax,  that  is  the  world's 
idling  recorder,  having  captured 
of  the  European  market  and  around 
in  the  U.S. 

ice  JVC  introduced  its  video  record- 
i  1976,  its  compound  annual  sales 
'th  has  been  23% .  But  net  has  grown 
:ompound  annual  rate  of  65%  for  the 
I  period.  Sales  last  fiscal  year  (ending 
20)  of  $1.3  billion  were  up  35%, 
e  profit  soared  121%,  to  $43  million. 


Sales  of  JVC's  basic  line  of  audio  equip- 
ment, television  sets,  records  and  tapes 
rose  an  average  16%,  but  sales  of  video 
recorders  jumped  67%,  accounting  for 
43%  of  total  sales.  Facing  more  demand 
than  it  can  supply,  the  company  is  ex- 
panding its  production  60%,  to  120,000 
recorders  a  month. 

But  even  as  the  orders — and  the  prof- 
its— pour  in,  JVC  is  betting  heavily  that 
as  its  videotape  recorder  sales  begin  to 
plateau,  the  next  home  video  dazzler,  the 
videodisc  player,  will  pick  up  the  slack. 
So  far  the  company  has  invested  close  to 
$25  million  to  develop  its  disc  player, 
which  spins  prerecorded  video  "records" 
rather  than  tapes.  That  amount  could 
easily  climb  to  $45  million  before  the 
player  goes  retail  late  this  year. 

Right  now,  JVC's  bet  is  far  from  a  sure 


JVC's  Nipper,  wearingjapdiiesc  uckorncsign 
Liateningjbr  a  videodisc  surge. 


thing.  Consumer  acceptance  of  video  pho- 
nographs which  can  only  play  prerecorded 
material  (unlike  tape  players,  which  can 
record  off  an  ordinary  television  set)  is 
uncertain.  JVC  is  the  only  Japanese  com- 
pany so  far  to  jump  into  the  disc  business. 
But  it  still  faces  fierce  competition  from 
RCA  and  an  MCA/North  American  Phil- 
ips joint  venture.  Having  watched  JVC 
win  the  video  recorder  market,  these  big- 
ger companies  are  determined  not  to  miss 
out  again. 

JVC's  current  success  comes  after  a 
decidedly  mixed  history.  When  RCA  ac- 
quired Victor  Talking  Machine  in  1929, 
JVC  became  a  partly  owned  subsidiary  of 
RCA.  In  1938  RCA  sold  it  to  Toshiba. 
But  in  the  trust-busting  during  the 
postwar  occupation,  Toshiba  was  forced 
to  give  the  company  up.  JVC  wandered 
along,  beset  with  labor  problems  and 
mounting  debts,  until  it  was  rescued  in 
1953  by  Matsushita,  which  bought 
50.2%  of  JVC's  stock,  giving  it  the  cash 
needed  to  keep  going.  Matsushita  proved 
a  good  master,  allowing  JVC  to  operate  a 
highly  independent  company.  JVC  had 
already  proved  its  innovative  abilities  by 
coming  up  with  the  first  television  set  in 
Japan.  It  went  on  to  develop  the  first 
stereo  system,  at  roughly  the  same  time 
as  RCA  was  developing  stereo  in  the 
U.S.,  and  is  today  one  of  the  top  three 
record  companies  in  Japan,  as  well  as  the 
leading  presser  of  records. 

But  JVC's  relationship  with  Matsu- 
shita is  one  of  separate  togetherness. 
Take  the  video  recorder.  Matsushita,  like 
most  major  Japanese  electronics  compa- 
nies, had  developed  its  own  recorder.  But 
when  it  became  obvious  that  JVC  had  a 
better  one,  Matsushita  simply  cross-li- 
censed the  technology  and  began  produc- 
ing JVC  recorders  under  its  own  name. 
JVC  turned  the  trick  again  when  Matsu- 
shita later  decided  to  adopt  JVC's  disc 
technology. 

JVC's  brands  compete  down  the  line 
with  those  made  by  Matsushita.  "We  are 
competitors,"  agrees  Ichiro  Shinji,  JVC's 
president.  "We  have  no  territorial  ar- 
rangement. Each  of  us  is  free  to  market 
our  products  anywhere." 

Not  that  Matsushita  forgets  its  invest- 
ment. Shinji,  60,  is  the  first  non-Matsu- 
shita man  to  come  up  through  the  com- 
pany. Of  course,  Shinji  is  well  qualified 
to  head  a  company  whose  growth  has 
been  based  on  innovation.  He  was  one  of 
a  team  of  young  scientists  who  came  to 
the  company  after  the  v/ar  with  Dr.  Ken- 
jiro  Takayanagi,  famous  in  Japan  as  the 
"father  of  television."  It  was  Takayanagi 
and  his  team,  all  of  whom  had  worked 
together  during  the  war,  who  established 
JVC's  technological  excellence. 

JVC  continues  to  rake  in  profits.  Pretax 
profits  are  estimated  to  reach  $  136  million 
this  fiscal  year,  up  45%  from  the  previous 
year.  But  the  battle  to  keep  those  profits 
will  begin  when  JVC  introduces  its  disc 
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player  late  in  1981.  Except  for  Sony  and 
Hitachi,  all  of  Japan's  other  major  consum- 
er electronics  makers  have  opted  for  JVC's 
system.  But  several,  including  Toshiba 
and  Hitachi,  plan  to  use  RCA's  disc  sys- 
tem, v^hich  IS  incompatible  with  JVC's,  in 
the  disc  players  that  they  ship  to  the  U.S. 
JVC  has  signed  up  General  Electric  in  the 


U.S.,  and  Thorn  EMI  will  head  its  push  in 
Europe,  where  the  MCA  Philips  team  ap- 
pears to  be  the  front-runner. 

Although  55%  of  JVC's  sales  were 
overseas  last  year,  it  is  still  weak  in  over- 
seas outlets.  That  lack  forced  JVC  to  mar- 
ket its  video  recorders  on  an  original 
equipment,  basis  last  time  around.  But 


with  disc  players  Shinji  clearly  hopes 
company  can  get  more  boxes  out  tl 
with  tm  company's  initials.  "Our  s| 
network  and  distribution  need  toj 
strengthened,  particularly  in  the  uJ 
agrees  Shinji.  \i  he  can  accomplish  t| 
JVC  will  finally  be  a  company  that 
start  to  do  its  own  talking.  ■ 


The folks  who  make  tiAxedos  expect  great  things  from  Ronald  Reagan- 
but  surprisingly  they're  concerned  more  with  substance  than  style. 


Dark  nights  at 
After  Six 


By  Neweomb  Stillwell 


RONALD  Reagan  is  wearing  a 
gray  morning  coat  to  his  inaugu- 
ration. Nobody's  done  that  in  20 
years.  Meanwhile,  Nancy  likes  men  in 
black  tie  at  her  dinner  parties.  In  Wash- 
ington "Grits  'n'  Fritz"  are  out;  elegance 
is  in.  If  the  trend  catches  on,  who  could 
be  helped  more  than  After  Six,  Inc.,  the 
nation's  largest  tuxedo  manufacturer? 

"Not  so,"  says  C.  Wesley  La  Blanc, 
executive  vice  president  of  the  $"'^0  mil- 


lion-a-year  company.  "There  is  steady 
demand  for  formal  wear;  minor  changes 
in  fashion  don't  affect  us  so  much  as 
people  think.  I  once  studied  our  sales 
trend  and  I  couldn't  even  find  the  Viet- 
nam War." 

Still,  even  if  the  New  Formality 
doesn't  boost  sales,  the  Reagan  team 
may  help  After  Six  in  another  equally 
important  way.  The  company  is  severely 
pinched  by  the  twin  pressures  of  infla- 
tion and  tight  money.  "We  are,"  says  La 
Blanc,  "an  interest-sensitive  firm." 


Ronald  and  Xancy  Reagan 

Will  the  New  Formality  help  business7 
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That,   like   most   everything  al 
Philadelphia-based  After  Six,  is  poll 
understated.  In  its  fiscal  year  ending 
June,  the  company  reported  opera 
earnings  of  $4.8  million.  Net  inc( 
however,  was  a  mere  $264,000 — anc 
terest  expense  accounted  for  nearl> 
the  difference.  The  first  quarter  of  fi| 
1981  was  also  rough,  with  profits  olj 
50%.  After  Six  has  $29  million  in 
due  this  year.  That's  40%  of  sales  a; 
whopping  108%  of  shareholders'  eqi 
Interest-sensitive,  indeed. 

The  reason?  Retail  clothing  stores 
count  for  just  15%  of  After  Six'  $38 
lion  annual  formal  wear  sales.  The  c 
pany,  which  also  owtis  a  chain  of  1 
men's  stores,  markets  most  of  its 
edos  to  small,  generally  undercapital 
rental  shops.  They  have  90  days  to 
and  After  Six'  price  includes  6%  inte 
The  company,  in  turn,  finances  t 
receivables  with  a  prime  rate  loan. 

When  the  prime  is  under  6%, 
provides  a  nice  fiscal  dividend,  bu 
recent  levels  it  has  the  opposite  ef 
Aiid  After  Six  has  few  options:  Rai 
prices  substantially  to  reflect  highe 
terest  costs  would  drive  many  of  its 
tomers  out  of  business. 

Relief  can  only  come  through  k 
interest  rates — and  that's  why 
After  Six  could  be  helped  far  more  b\ 
Reagan  substance  than  the  Reagan  s 
The  same  holds  for  investors.  After 
stock  traded  recently  at  under  $5,  hi 
25%  of  book  value.  Halving  interes 
pense  would  boost  earnings  from 
cents  for  the  most  recent  12  month 
about  a  dollar.  Surely  something  w 
celebrating.  ■ 
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DRIVE  DOWN  THE  COST 
DFDELIVEmES. 


No  matter  how  short  the 
jistance  between  'A'  and  'B', 
[  costs  you  money  to  get 
here.  And,  if  your  business 
evolves  making  a  lot  of 
ieliveries,  the  cost  of  fuel  can 
eally  cut  into  your  profits. 
Here's  a  suggestion,  however, 
iat  could  help  you  drive 
lown  those  costs  and  keep 
nore  of  what  you  make:  a 
liesel-powered,  medium-duty 
BMC. 

IS  DIESEL  POWER  RIGHT 
FOR  YOU? 

Now,  right  up  front  we'll 
3ll  you,  diesel  power  isn't 
ght  for  every  business.  But  if 
does  happen  to  be  right  for 
ou,  consider  some  of  the 
noney-saving  features  that 
re  yours  to  enjoy. 

CMC,  for  example,  now 
iffers  a  medium-duty  truck 
quipped  with  either  the 
)etroit  Diesel  "Fuel  Pincher" 
ngine,  or  the  Caterpillar 
208.  Both  options  offer  you 
lany  of  the  traditional 
enefits  of  diesel  power 
icluding  low  fuel  costs.  You 
ee,  not  only  do  diesels 
squire  less  fuel  to  develop 
le  same  horsepower  and 
)rque  as  comparable  gas- 
line  engines,  they  also  idle 
n  substantially  less.  Plus, 
iesels  traditionally  enjoy  long 
/es.  That's  an  important 
onsideration  when  you're 
linking  of  investing  extra 
ollars  for  a  diesel  truck. 


And,  when  it  comes  time 
to  sell  your  diesel-powered, 
medium-duty  GMC,  you'll 
probably  be  pleased  and 
impressed  with  the  tradi- 
tionally high  resale  value  of 
these  trucks,  too. 

ASK  YOUR  GMC  DEALER. 

If  a  diesel-powered, 
medium-duty  GMC  sounds 
good  to  you,  see  your  GMC 
dealer  And  talk  to  him  about 


buying  or  leasing  one  today. 
Because  if  it  just  so  happens 
that  diesel  power  is  right  for 
your  business,  he  can  help 
you  start  driving  down  the 
high  cost  of  deliveries— with 
a  GMC. 


Trucks  are  what  we*re  all  about. 
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foday's  Bunker  Ramo 
>perates  more  aircraft  in  a 
Jay  than  the  average  pilot 
^iil  fly  in  a  lifetime. 


mong  other  things,  a  commercial 
irplane  is  a  marvel  of  electrical, 
lectronic  and  hydraulic 
omponents.  All  of  which  have  to  be 
onnected  to  make  that  airplane 
perable. 

That's  why  connectors  become  so 
ritical.  And  when  you  consider  that 
very  commercial  aircraft  requires 
bout  1500,  you  can  easily 
nderstand  why  connectors  are  big 
usiness  for  Bunker  Ramo. 

Probably  no  connectors  are  better 
nown  than  those  marketed  by 
unker  Ramo  under  the  Ampheno 
ame.  Ranging  from  low-cost  simple 
esigns  to  the  highest-technology 
ophisticated  environmental 
roducts  for  space  and  defense, 
mphenol'^  connectors  are  also 
erving  the  needs  of  international 
ustomers  in  business  equipment, 


instrumentation,  federal  technology, 
radio  frequency  communications  and 
telephony. 

To  sustain  and  strengthen 
Amphenol  leadership.  Bunker  Ramo 
invests  heavily  in  new  product 
development  and  in  technologically 
advanced  production  equipment. 

Today,  through  our  well-known 


Amphenol  connectors.  Bunker 
Ramo  has  a  leading  position 
in  the  aerospace  and  aircraft 
industries,  a  strong  foothold  in 
telecommunications,  and  a  growing 
role  in  fiber  optics.  In  addition,  we  are 
a  major  producer  of  the  data 
terminals  and  minicomputers  that, 
together,  comprise  the  information 
systems  widely  used  by  commercial 
banks,  thrift  institutions,  insurance 
companies  and  brokerage  houses. 

Most  important,  we  are  a  company 
with  a  reservoir  of  high  technology,  a 
solid  base  of  innovative  products, 
and  a  strong  management  team.  All 
of  which  is  why  today's  Bunker  Ramo 
is  a  company  that's  on  the  move.  For 
our  latest  financial  reports,  write 
Bunker  Ramo  Corporation,  Dept.  FR, 
900  Commerce  Drive,  Oak  Brook, 
Illinois  60521. 


BUNKER 
RAMO 


Personal 
Affairs 


Edited  By  William  (J.  Flanagan 


Meeting  college  costs- 
Part  1 

For  most  Americans,  the  tab  for 
college — for  even  one  child — is  be- 
coming the  biggest  single  expense 
they  ever  have  to  encounter  in  so  short  a 
time.  (After  all,  the  bank  gave  you  25 
years  or  so  to  pay  off  your  house,  with 
only  20%  or  less  down.) 

With  tuition  at  some  of  the  better 
schools  now  at  $10,000  or  so  each  year, 
including  room  and  board,  it  could  easily 
cost  $60,000  or  so  for  four  years  at  a 
name  private  school;  add  another 
$20,000  or  so  for  graduate  school.  You 
can  understand  why  parents  with  two  or 
three  kids  close  in  age  cringe  at  the 
words  "higher  education." 

Yet  it  is  possible  to  come  up  with  the 
necessary  cash  to  send  your  kids  to  the 
very  best  schools  they  can  get  into.  And 
this  article  begins  a  series  on  how  to 
come  up  with  that  financing,  from  six 
different  sources — the  school  itself,  the 
state  and  federal  governments,  outside 
lenders,  grants  and  scholarships  from  in- 
dependent sources,  your  offsp  ing  and,  of 
course,  yourself. 

Two  things  are  worth  bearing  in  mind 
at  the  outset.  The  good  news  is  that 


College  costs  1980-81 

Below  are  the  costs  of  a  single  aca- 
demic year  at  selected  private  and 
public  colleges.  Costs  include  tuition, 
room  and  board  and  fees.  Where  two 


figures  are  listed,  the  higher  is  that 

paid  by  nonresidents  at  state  schools. 

Undergraduate 

Costs 

schools 

per  year 

Amherst 

$8,545 

Arizona,  U.  of 

2,487/4,387 

Bennington 

9,430 

Boston  College 

7,135 

Colorado,  U.  of 

2,795/5,267 

Columbia 

8,750 

Connecticut,  U.  of 

3,076/4,026 

Delaware,  U.  of 

2,920/4,620 

Florida  State 

2,775/3,810 

Georgetown 

7,360 

Georgia  Tech 

3,600/5,100 

Harvard 

9,170* 

Illinois,  U.  of 

3,084/4,448 

Kentucky,  U.  of 

2,581/3,931 

LSU 

1,988/2,918 

MIT 

9,000 

Miami,  U.  of 

6,460 

Michigan  State 

3,308/4,883 

many,  many  parents  are  in  the  same  boat 
you  are,  even  if  you  are  normally  consid- 
ered well-to-do.  No  institution  realizes 
this  more  than  the  college.  Indeed,  Har- 
vard reports  that  80%  of  its  undergrad- 
uates receive  some  form  of  student  aid. 
Colleges  don't  want  to  go  out  of  busi- 
ness; they'll  do  all  they  can  to  help  you 
find  financing. 

The  bad  news  is  that  colleges  continue 
to  get  more  and  more  expensive — in- 
creases are  outstripping  the  annual  infla- 
tion rate  by  about  2%,  and  apparently 
very  little  can  be  done  to  stem  that  tide. 
As  Stanford's  Ray  Bacchetti,  vice  pro- 
vost, budget  management  office,  ex- 
presses it:  "About  75%  of  our  budget 
goes  to  salaries.  This  is  a  labor-intensive 


business  and  we  compete  in  a  national 
market  for  professors.  Tuition  covers 
only  50%  of  our  operating  costs,  the  rest 
comes  from  endowments  and  gifts.  We 
can't  stand  still.  We  need  to  allocate  dol- 
lars for  new  programs,  and  encourage 
outside  research  projects  sponsored  by 
the  federal  govemment  to  pay  for  direct 
and  indirect  costs." 

Stanford  is  not  the  only  place  looking 
to  Washington  for  help.  And  probably  no 
one  does  so  more  than  the  parents  of 
kids  facing  college.  But  while  there  are 


many  programs  under  the  federal  i 
brella — from  loans  to  grants  to  mill 
bonuses — the  one  that  parents  hold 
the  most  hope  for  is  not  likely  to  c( 
into  being  for  some  time.  And  that  is 
tax  credit  proposal.  In  other  words, 
ents  would  be  able  to  take  a  tax  credii 
the  tuition  and  other  education  o 
their  youngsters  incur. 

The  Bill  Status  Office  of  the  hlous 
Representatives  says  that  about  32  1 
offering  tuition  tax  credit  were  introdt 
in  the  last  session.  All  of  those  are  i 
dead,  of  course.  New  bills  are  bound  t 
introduced.  Bob  Baldwin,  of  the  Citi2 
for  Educational  Freedom,  says  that 
group  will  soon  be  bringing  people  tog 
er  and  organizing  talks  with  congressn 
But  introduction  of  a  bill  and  its  pass 
are  two  different  things.  And  Jule  Her 
of  the  National  Taxpayers  Union  is 
optimistic  about  any  quick  relief.  "It  i 
be  down  the  road  somewhere,"  he  s 
Representative  Delbert  Latta  (R-Ol 
who  sponsored  one  such  bill  in  the 
legislature,  "will  continue  to  push  in  ]i 
ary,"  says  a  spokesperson.  But  obser 
are  not  too  hopeful  for  early  pass 
mainly  because  the  Reagan  Adminij 
tion  IS  committed  to  two  big  tax  priori 
as  it  is — personal  tax  cuts,  like  Ke: 
Roth,  and  business  tax  cuts.  Any  tuii 
tax-credit  bill  has  to  take  a  back  sea 
those  priority  measures. 

Before  exploring  the  particular  kind 
grants,  loans  and  other  aid  programs  i 
are  available,  here  are  some  thought 
keep  in  mind: 

•  You  will  probably  wind  up  contril 
ing  more  to  the  "package"  worked 
for  your  youngster  than  you  ever  am 
pated,  or  even  thought  possible.  Rol 


Undergraduate 
schools 

Costs  1 
per  year 

New  York,  City  U.  of 

925  1,42 

NYU 

7,72 

North  Carolina,  U.  of 

2,047/3,75 

Northwestern 

8,31 

Notre  Dame 

6,42 

Oberlin 

8,03 

Ohio  State 

3,232/4,59 

Purdue 

2,858/4,45 

Rochester,  U.  of 

7,96 

Stanford 

8,92 

Texas,  U.  of 

2,548/3,62 

UCLA 

2,559'4,95 

use 

8,30 

Washington,  U.  of 

2,634/4,34 

Wellesley 

8,30 

Wesleyan 

8,67 

Wisconsin,  U.  of 

3,040/5,53 

Yale 

9,11 

Business  schools 

$10,00 

Columbia 

Harvard 

11,70 

Michigan,  U.  of 

6,900/9,00 

Stanford 

9,44 

Wharton 

10,80 

"Will  exceed  S10,000  in  1981-82.  tTuition  on 
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:r,  in  his  guide  "Don't  Miss  Out," 
lates  that  if  you  are  sending  your 
to  private  college,  are  earning 
100  a  year  and  have  $50,000  in  as- 
and  have  two  out  of  three  kids  in 
§e  at  the  same  time,  you  will  prob- 
be  expected  to  chip  in  $2,564  annu- 
or  each  of  them. 

or  you,  the  parent,  the  tuition  and 
costs  at  a  school  should  not  be  a 
r  determinant  as  to  whether  your 
gster  attends.  The  better  schools  of- 
ave  the  best  aid  and  loan  programs, 
iet  as  much  information  about  as- 
ice  as  you  can,  as  early  as  you  can. 
s  often  dispensed — all  other  things 
;  equal — on  a  first-come,  first-served 
.  One  good  place  to  start:  the 
)ls  your  youngster  is  interested  in 
ding.  The  financial  aid  offices  are 
ly  happy  to  send  you  literature, 
e  prepared  to  bare  your  financial 
and  don't  underestimate  the  sophis- 
on  of  college  financial  aid  officers. 
1  schools  require  parents  to  submit 
s  of  their  tax  forms  before  granting 
ny  in  aid. 

xt:  Where  to  go  for  financial  aid. 

When  you're  dehired 

'  othing  like  starting  the  New  Year 
with  a  new  slate,  a  lot  of  compa- 
nies figure,  so,  wretched  as  it  is,  a 
people  get  canned  this  time  of  year, 
asingly,  "outplacement"  experts  are 
1  in  to  dispose  of  the  bodies  after 
rate  beheadings.  While  you  might 
some  other  ideas  of  what  to  do  with 
5%  of  annual  salary  and  bonus  you 
een  eaming  that  outplacement  spe- 
ts  charge  to  get  you  out  of  the  old 
any's  hair  and  behind  a  new  desk 
here,  you  may  not  have  the  choice, 
spite  the  fact  that  firings  are  more 
nore  commonplace,  the  stigma  is 
there.  If  you  ever  do  get  canned, 
you  might  count  yourself  lucky  to 
iced  in  the  hands  of  the  outplacers. 
■  records  show  that  they  almost  al- 
can  get  candidates  jobs,  usually  a 
ster  than  you  would  yourself.  For 
pie,  Bushell  Cruise  &  Associates 
that  the  white-collar  type  eaming 
$40,000  and  over  age  40  takes  four 
months  to  find  another  job  after  he 
een  let  go.  for  those  21  to  39  years 
irnmg  $20,000  to  $39,000,  it  takes 

0  four  months. 

;  Bushell  Cruise  says  with  its  help 
40,000-a-year  earner  can  land  an- 
position  in  only  two  or  three 
hs,  and  someone  in  the  younger 

1  can  get  new  employment  in  only 
two  months. 

identally,  for  executive  types,  there 
hing  like  the  old  school  tie  or  coun- 
ub  membership  when  seeking  em- 
nent.  Mark  S.  Granovetter,  a  Har- 
sociologist,  estimates  that  while 
;ies  find  8.9%  of  new  jobs  for  pro- 


Co)lK)rci!e  uutplciceys  Paul  J  Cruise  ( right)  and  Richard  T.  Bushell 
Basing  the  fall,  and  speeding  reentry,  when  you've  been  dehired. 


fessional  and  technical  people,  and  ads 
yield  another  9.9%,  "informal  contacts" 
account  for  74.5%  of  all  successful  job 
searches.  "The  best  jobs,"  Granovetter 
found,  "are  most  apt  to  be  filled  in  just 
this  way." 

If  you  do  find  yourself  on  the  beach, 
here  are  some  tips  to  keep  in  mind,  based 
on  the  advice  and  assistance  that  Bushell 
Cruise  gives  to  its  candidates. 

•  Do  something  about  the  trauma  and 
tension  you  feel.  Get  your  emotions  un- 
der control. 

•  Establish  a  support  system  to  replace 
the  one  that  has  been  lost.  And  don't 
hide  your  firing  from  family  and  friends. 
You  can  set  up  an  office  in  your  home  if 
necessary. 

•  Set  personal  goals — identifying  the 
kind  of  job,  colleagues  and  organization 
you  want. 

•  Develop  one  or  more  versions  of 
your  resume,  concentrating  on  skills,  tal- 
ents and  achievements.  Have  a  knowl- 
edgeable friend  review  the  final  copy. 
Proofread  carefully. 

•  Plan  a  presentation  by  preparing  an- 
swers to  anticipated  questions. 

•  Develop  a  marketing  plan  by  listing 
target  employers,  the  approach  to  be  tak- 
en with  each  and  campaign  controls. 

•  Develop  and  expand  your  network  of 
contacts — friends,  business  associates, 
etc.  Ask  for  referrals  to  specific  employ- 
ers. Tell  everyone  you  meet  that  you  are 
in  the  market. 

•  Follow  up  on  all  leads.  Respond  to 
ads  and  use  direct  mail  to  reach  your 
targets.  Contact  executive  search  firms 
that  handle  your  specialty. 

•  Take  some  time  to  have  fun  with 
family  and  friends.  Job  hunting  is  tough 
work,  and  depressing.  No  vacations, 
however,  until  you've  got  your  new  job. 

•  Negotiate  compensation  and  perqui- 


sites from  a  position  of  strength — know 
what  your  employer  has  to  offer  as  well 
as  your  own  wants  and  needs. 

Bushell  Cruise  also  identifies  the  big- 
gest mistakes  the  newly  beached  often 
make  and  counsels  its  job  candidates  to 
avoid  them. 

The  biggest  is  simply  not  working 
hard  enough  on  the  job  search  right  off.  A 
minimum  of  40  hours  a  week  should  be 
spent  in  the  search,  and  individuals 
should  stick  to  their  old  schedules  of 
leaving  for  the  office  and  leaving  for 
home.  Also,  establish  a  goal  of  meeting 
with  at  least  three  people  each  business 
day — including  friends,  family,  business 
associates. 

But  steer  clear  of  courtesy  interviews, 
which  are  clearly  a  waste  of  time. 

Holding  your  own  mortgage 

As  anyone  who  has  tried  to  sell  a 
home  recently  knows,  the  ranks 
of  potential  buyers  willing  or  able 
to  pay  15%  and  more  for  25-year  loans 
has  grown  thin  indeed.  And  even  those 
able  to  cough  up  such  steep  monthly 
installments  may  be  reluctant  to  do  so. 

So,  increasing  numbers  of  sellers  are 
now  assuming  risks  once  taken  almost 
exclusively  by  S&Ls  and  other  mortgage 
lenders.  By  taking  back  first  or  second 
mortgages,  sellers  can  undercut  banks  by 
up  to  2%  on  loans  (making  their  homes 
take  on  new  luster)  and  still  cam  12%  or 
13%  on  their  money  for  as  little  or  as 
long  as  they  like,  up  to  25  years. 

People  selling  a  second  or  vacation 
residence  get  another  benefit,  too.  By 
taking  payment  in  installments  the  seller 
eases  the  tax  bite  by  spreading  the  cap- 
ital gains  out  over  several  years.  An  in- 
stallment sale  also  eases  the  tax  pain  for 
sellers  of  principal  residences  who  are 
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What  do  you  say 
to  someone  who  thinks  selling 
control  or  restricted  securities 
is  more  or  less  a  question 
of  following  the  rules? 

Merrill  Lynch  says, 
its  more. 


Most  holders  of  control  and 
restricted  securities  are  aware  that 
they  must  follow  a  number  of  specific 
requirements  to  sell  their  shares 
in  the  open  market.  Usually,  they  are 
the  recjuirements  set  forth  in  Rule 
144,  Rule  145  or  for  registration 
statements. 

So  there's  a  tendency  to  think 
that  merely  following  the  rules- 
intricate  as  they  are— is  enough  to 
guarantee  you  the  best  results. 

At  Merrill  Lynch,  we  know 
that  it  isn't. 

Making  sure  that  all  the 
requirements  of  the  rules  are  met  to 
avoid  an  inadvertent  violation  of  fed- 
eral securities  laws  is  vital.  (The  legal 
and  financial  consequences  of  not 
doing  so  can  be  serious.)  But  it's  only 
the  beginning. 

We  believe  creativity  in  helping 
you  w  ith  your  sale  is  almost  equally 
important. 

According  to  SEC  statistics, 
Merrill  Lvnch  nas  handled  approxi- 
mately twice  as  many  Rule  144  filings 
as  any  other  investment  firm  since 
the  rule  went  into  effect.  And  to  facil- 
itate these  trades,  we  have  special 
units  in  our  Legal  and  Listed  Block 
and  OTC  Trading  departments.  We 


A  breed  apart 

can  tailor  our  approach  to  your 
needs,  rather  than  merely  executing 
the  sale  in  a  routine  manner  and 
helping  vou  fill  out  the  right  form. 

For  example,  here's  hou-  our 
creativity  made  possible  a  successful 
resale  for  two  clients  who  came  to  us 
with  350,000  shares  of  Rule  145 
stock  acquired  in  a  merger. 

The  shares  were  then  selling 
at  S60  a  share. Their  company  had 
been  acquired  by  a  larger  firm  earlier 
in  the  year,  and  it  was  a  potential 
straightforward  Rule  145  sale. 

But  here's  what  we  did  in  order 
to  lock  in  a  profit  on  the  stock,  while 
deferring  most  of  their  capital  gains 
to  the  following  year.  A  special  unit 


of  our  Listed  Block  Trading  Depart- 
ment sold  50,000  shares  on  a  regular 
settlement  basis  and  240,000  shares 
short  against  the  box  as  the  price  of 
the  stock  was  rising.  Then  when  the 
price  turned  down,  as  an  accommo- 
dation, Merrill  Lynch  purchased 
60,000  shares  as  principal  on  an 
installment  sale  basis.  All  trades  were 
executed  between  60'/2  and  62  V4 
and  the  order  was  completed  within 
three  days. 

It  was  a  ^od  example  of  how 
Merrill  Lynch s  technical  and  trading 
knowledge  of  various  investment 
strategies  now  available  to  holders  of 
control  and  restricted  securities  can 
be  combined  with  two  other  Merrill 
Lvnch  advantages:  Our  willingness 
to  commit  our  capital  to  facilitate  the 
sale  of  a  large  block,  and  our  unsur- 
passed access  to  securities  inventory 
which  enables  us  to  loan  stock  to 
cover  short  sales  against  the  box. 

For  information,  contact 
Charles  J.  Plohn,  Jr.,  \'ice  President, 
Special  Transactions  Department, 
Merrill  Lvnch,  One  Liberty  Plaza, 
New  York,  N.Y.  10080. 

If  you  have  control  or  restricted 
securities,  come  to  Merrill  Lynch. 

We'll  do  a  lot  more  than  just 
follow  the  rules. 


©  19S0  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc.  Member  SIPC. 


Merrill  Lynch 


Personal 
Affairs 


:  age  55  and  who  do  not  purchase 
ler  home  and  who,  therefore,  can- 
ike  the  $100,000  tax  exclusion, 
course,  this  type  of  deal  is  not  for 
one.  A  young  couple  planning  to  sell 
first  home  and  buy  a  larger  one,  for 
pie,  would  want  cash  up  front.  So, 
night  an  elderly  widow  selling  her 
ipal  home  for  less  than  a  $100,000 
She  probably  wouldn't  have  to  pay 
ixes  on  the  sale,  and  could  use  the 
right  away  to  generate 
le  from  other  sources, 
e's   how   the  install- 

sale    mortgage  can 

Take  the  case  of  a  50- 
)ld  woman  (we'll  call 
irs.  Frank)  who  sold  her 
5ive  shorefront  property 
mnecticut  last  fall  for 
300,  sans  broker.  Mrs. 
's  original  outlay  and 
5uent  improvements 
100),  plus  purchase  of  a 
smaller  house  ($80,000) 
to  a  total  of  $145,000. 
she  took  the  full  sale 
in  the  first  year,  she 
1  have  had  a  $55,000 
.1  gain  which  would 
added  $22,000  (40%  of 
DO)  to  her  regular  tax- 
icome.  That  would  have  put  her  in 
)  tax  bracket,  and  she  would  have 
I  over  more  than  $6,000  in  gains 
to  Uncle  Sam  plus  another  $1,500 
:o  the  state. 

Mrs.  Frank  wanted  only  50% 
and  preferred  a  healthy  annuity  to 
I  taxes  on  the  cash.  So  she  took  a 
DO  down  payment,  and  will  get  an- 
$40,000  with  interest  early  this 
She  also  took  back  a  20-year, 
DOO  first  mortgage  at  11.75%— 
what  the  banks  were  getting  when 
ruck  her  deal.  Over  the  life  of  the 
age,  she  will  collect  $1,083  month- 
d  earn  a  total  $160,000  in  interest 
•eturn  of  the  $100,000  principal, 
lortgage  is  payable  without  penalty 
en  years,  and  if  the  buyer  pays  it  off 
as  he  intends,  Mrs.  Frank  will  have 
1  $106,300  in  interest  and  will  get 
maining  $76,300  in  principal  ten 
early. 

deal  also  reduced  Mrs.  Frank's 
tax  to  nearly  zero.  Installment  sales 
much  like  income  averaging.  The 
s  that  Mrs.  Frank  pays  tax  only  on 
Tcentage  of  the  gain  she  gets  each 
nstead  of  adding  $22,000  in  taxable 
to  her  income  the  first  year,  she 


added  only  $6,600  (30%  of  her  total  tax- 
able gain).  The  IRS  got  only  $1,400.  This 
year,  her  tax  will  be  even  lower.  And  so 
on.  In  the  tenth  year,  if  her  buyer  retires 
the  mortgage,  she'll  get  another  38%  of 
her  capital  gain.  But  by  then,  Mrs. 
Frank's  husband  will  have  retired,  their 
annual  income  will  have  dropped  and  the 
tax  on  the  remaining  $8,300  taxable  gain 
should  be  very  small.  For  a  person  with  a 
higher  income,  or  a  much  larger  gain,  the 
tax  savings  from  an  installment  deal 
would  be  much  greater. 

Installment  sales  can  be  structured 
with  a  lot  of  flexibility;  your  accountant 
or  lawyer  should  be  able  to  give  you 
guidance.  And  Uncle  Sam  has  recently 
made  them  even  easier  to  set  up.  Under 
the  old  laws,  a  seller  could  take  no  more 
than  30%  of  the  purchase  price  in  the 


first  year  of  an  installment  sale.  But  that 
ceiling  has  been  removed,  so  sellers  can 
now  take  as  much  of  the  price  in  the 
first  year  as  they  like  and  still  reap  some 
tax  benefits. 

Then,  of  course,  not  everyone  does  as 
well  as  Mrs.  Frank.  It's  easy  to  get  anx- 
ious and  leave  yourself  on  the  short  end 
of  an  installment  deal.  For  example.  Dr. 
William  L.  Ball  Jr.,  a  66-year-old  Baptist 
minister  in  Spartanburg,  S.C.,  sold  his 
five-bedroom  house  last  October  for  only 
$130,000,  and  took  back  an  $80,000,  30- 
year  first  mortgage  at  a  mere  10.5%. 
"The  original  price  was  $140,000,"  says 
Ball.  "But  this  house  was  on  the  market 
since  last  May,  and  we  reduced  the  price 
because  we  were  anxious  to  sell  it." 

Ball  wasn't  worried  about  capital  gains 
taxes.  He  was  selling  his  first  home  and 
qualified  for  a  tax-free  $100,000  gain.  He 
didn't  need  the  cash  up  front  for  the 
smaller  house  he  was  buying,  and  he 
wanted  to  provide  an  assured  income  for 
his  54-year-old  wife.  So  when  a  realtor 
suggested  this  way  of  undercutting  the 
banks,  he  jumped — some  would  say  too 
quickly.  But  he  was  still  happy.  "I'm  not 
trying  to  make  money,"  he  says. 

Sellers  who  don't  own  their  homes  free 


and  clear  or  don't  have  the  cash  to  pay  off 
a  first  mortgage  can  make  a  wraparound 
deal  (see  story,  p.  47)  or  let  the  buyer 
assume  the  first  mortgage  (Forbes,  Nov. 
10,  1980]  and  take  back  a  second  mort- 
gage themselves.  If  a  buyer  can  assume 
someone's  old  mortgage  at,  say,  9%  and 
get  a  second  mortgage  at  12%  or  13%, 
their  interest  rate  and  payments  will  be 
substantially  lower  than  if  they  got  a 
mortgage  at  14%  or  15%.  Both  buyer  and 
seller  benefit.  (If  not  the  bank.) 

What  makes  all  this  possible,  of 
course,  is  that  home  values  have  appreci- 
ated so  much.  A  seller  with  a  $70,000 
home  and  a  $30,000  first  mortgage  has 
$40,000  of  equity  which  he  may  not 
need.  He  can  afford  to  take  a  $20,000 
down  payment,  let  the  buyer  assume  his 
first  mortgage  and  take  a  second  $20,000 
mortgage  at,  say,  13%. 

Of  course,  taking  back 
mortgages,  particularly  sec- 
onds, involves  other  risks.  A 
few  potential  hazards: 

•  If  the  buyer  defaults,  the 
seller  may  have  to  foreclose, 
an  expensive  proposition  that 
can  take  three  months  to  a 
year,  depending  on  the  state. 

•  Property  may  deterio- 
rate, lessening  its  value  as  se- 
curity for  the  mortgage. 

•  Homes  sold  in  foreclo- 
sure generally  go  for  less  than 
market  value,  often  for  only- 
half.  A  distress  sale  may  not 
bring  in  enough  cash  to  cover 
the  unpaid  principal  and  oth- 
er selling  expenses. 

•  Sellers  who  are  holding 
second  mortgages  should  be  ready,  if  the 
buyer  defaults  on  the  first,  to  keep  up 
payments  or  face  losing  the  entire  prop- 
erty value  to  the  first  mortgage  holder. 

The  risks,  however,  are  largely  sur- 
mountable. Run  credit  checks  on  your 
buyer,  just  as  a  bank  would.  The  more 
equity  a  buyer  has  in  a  house,  the  less 
likely  he  is  to  default.  Realtors  advise 
playing  it  safe,  and  get  25%  to  30% 
down.  If  you  take  a  second  mortgage,  you 
will  want  to  formally  ask  to  be  notified 
by  the  first  mortgage  holder  if  the  buyer 
defaults. 

Finally,  to  avoid  losing  out  to  inflation, 
you  can  make  your  interest  rates  renego- 
tiable  after  three  or  five  years.  Another 
option  is  to  give  a  so-called  "balloon" 
mortgage,  making  the  unpaid  prmcipal 
due  after  a  similar  period. 

For  more  information  on  home  fi- 
nancing, write  to  Texas  Real  Estate 
Research  Center,  Texas  A&M  Universi- 
ty, College  Station,  Tex.  77843,  or  send 
$2.50  to  the  Home  Finance  Depart- 
ment, United  Development  Co.,  845 
North  Michigan  Avenue,  Chicago,  111. 
60611  for  the  Buyer's  Simplified  Guide 
to  Home  Fmancmg.— Alyssa  A.  Lapptn 
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Every  day.  millions  of  Americans  lather 
up  with  our  Dial  soap  and  shampoos. 

And  every  day,  they  start  out  with  our 
antiperspirants,  too. 

But  we  touch  their  lives  in  a  lot  of  other 
ways  as  well. 

Greyhound  operates  in  many  markets. 
All  of  which  have  one  thing  in  common.  They're 
all  basic. 

Americans  and  American  businesses 


depend  on  the  kinds  of  products  and  services 
the  Greyhound  Corporation  provides. 

In  many  of  America's  small  towns  and 
communities,  we're  the  only  transportation  moc 
apart  from  the  private  auto.  And  the  only  packao 
•express  service,  too.  In  14,000  American  cities 
and  towns.  62  million  travelers  a  year  "leave  the 
driving  to  us," 

Our  Armour  products  are  as  basic  to 
American  diets  as  beef,  pork  and  poultry,  and 


as  basic  to  America  as  the  Saturd 


ht  there  to  serve  the  needs  of  a  diverse 
other  basic  industries  as  well, 
feed  production-line  workers.  Rent 
alesnnen.  Build  displays  for  meetings, 
roperty.  And  build  buses, 
also  lease  boxcars  to  railroads, 
shipping  lines.  Jets  to  airlines.  Printing 
to  newspapers.  And  drilling  rigs  to 
lanies. 

hort,  Greyhound  isn't  just  "the  bus 


^htbath. 


company"  anymore.  It's  the  omnibus  company. 
We're  a  $5  billion  company  whose  basic 
strength  is  its  strength  in  basic  markets. 

We  think  that  makes  Greyhound's  prospects 
for  the  next  1 0  years  not  only  secure  but 
downright  exciting. 

But  then,  we've  always  believed  that  when 
you're  investing  money,  it  pays  to  stick  to 
the  basics. 


^^^^^^^^^^ 

Greyhound  Corporation  A  company  for  the  eighties. 
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Faces 

BehindThe  Figures 


Edited  by  Jeffersfxi  (  jrigsby 

Why  is  this  man  smiling? 

Cross  a  gnome  with  a  bull  and  you  may 
get  a  hybrid  somethmg  like  Hubert 
Baschnagel,  age  53,  the  canny  comanager 
of  Swiss  Bank  Corp.'s  burgeonmg  New 
York  branch  for  the  last  three  years 
(Forbes,  Aw^'.  6,  1979).  A  Zurich  gnome 
in  good  standing,  Baschnagel  ran  Swiss 
Bank's  home  office  foreign  exchange 
trading  desk  and  money  market  activi- 
ties in  the  Seventies,  calling  the  turn  as 
gold  prices  and  interest  rates  mounted 
and  currencies  cascaded  down  around 
him.  (That's  a  gift,  he  says,  rubbing  his 
fingertips  together  like  a  safecracker 
warming  up — "either  you  have  it  or  you 
don't.")  What's  interesting,  though,  is 
that  as  Baschnagel  goes  back  to  Zurich 
(to  sit  on  Swiss  Bank's  12-man  executive 
board)  he  is  optimistic  about  the  U.S. 
economy. 

"I  came  to  New  York  as  a  bear  on  the 
U.S.,"  says  he.  "I  am  leaving  very  much  a 
bull."  What's  there  to  be  bullish  about  in 
a  21%  prime,  1 -month  Eurodollars  at 
23%,  and  cries  of  economic  emergency 
across  the  land?  "What  the  American 
government  has  done  this  year  far," 
says  Baschnagel,  "has  been  very  intelli- 
gent. Finally,,  this  country  has  gotten  in- 
terest rates  above  the  inflation  rate.  Fi- 
nally, it  has  become  serious  about  fight- 


ing inflation — and  in  an  election  year,  at 
that.  Of  course,  there  could  be  overkill  if 
the  20%  prime  goes  on  too  long.  Yet  I 
can  see  your  dollar  getting  stronger  in  the 
long  term — not  in  1981,  when  it  will  go 
down  as  interest  rates  drop.  But  it  will 
never  drop  to  where  it  was  before,  and 
eventually  it  will  rise  as  your  inflation 
falls." 

His  thoughts  on  gold?  "It  will  also  be  a 
buy.  Not  just  now,  when  the  price  is 
dropping  because  so  much  has  been 
bought  on  margin — the  interest  costs  are 
brutal.  But  the  supply  is  getting  smaller — 
about  40  million  ounces  offered  this  year, 
compared  to  50  million  to  52  million  in 
1979 — and  the  Iran-Iraq  war  is  only  the 
start  of  instability  in  the  Middle  East. 
Such  uncertainty  drives  up  the  price  of 
gold." 

That's  what  is  so  pleasant  about  being 
a  gnome  of  Zurich — if  you're  smart,  you 
profit  no  matter  how  well,  or  badly, 
everyone  else  is  doing.  It's  not  bad, 
either,  to  have  a  smart  gnome  bullish  on 
America. — Harold  Seneker 

Release  the  usual  suspects 

One  legacy  of  Carter's  Justice  Depart- 
ment that  may  not  last  long  is  the  idea  of 
"shared  monopolies."  That's  trust-bust- 
ing jargon  dreamed  up  by  former  Attor- 
ney General  Griffin  Bell  and  John  Shene- 
field,  his  chief  antitrust  lawyer  and  later 
number  two  man,  to  describe  industries 
dominated  by  a  few  large  companies, 
where  the  bureaucrats  figure  something 
funny  must  be  going  on  even  if  there  is  no 
outward  sign  of  it.  As  he  left  the  govern- 
ment for  private  practice  this  month, 
Shenefield  was  not  ready  to  abandon  his 
theory  although  he  admits  some  flaws. 


"Finally,  you're  getting  serious. 


Ex-trusthustcr  j(jbn  Shenefield 
And.  now,  off  to  Club  Med. 

For  one  thing,  shared  monopolies 
hard  to  find.  The  Justice  Departmen 
amined  700  industries  and  identificc 
pects  in  only  about  50.  Even  there,  n 
Shenefield,  "Is  the  lack  of  competi 
ness  great  enough  to  make  it  worthv 
to  frame  legislation  that  might  con 
ably  reach  some  industries  where 
problem  doesn't  exist?"  In  other  w 
will  the  cure  be  worse  than  the  dis 
As  a  newly  minted  partner  in  the 
ington  law  office  of  Milbank,  T\ 
Hadley  &  McCloy,  the  41 -year-old  !- 
efield  is  not  so  sure  anymore;  indet 
wonders  these  days  about  the  effica 
government  itself  in  some  arenas, 
government  is  not  a  good  instrume 
do  a  lot  of  things,"  says  he.  "It  i^ 
vast,  too  unwieldy,  too  limited,  to 
away  from  the  people.  The  notion 
the  government  can  make  all  tl 
right  is  just  wrong,  and  we — as  libi 
progressives  or  activists  or  whate^ 
ought  to  forsake  that  idea." 

Not  that  Shenefield  has  stopped  W 
ing  in  antitrust  in  general.  That  ren 
a  noble  ideal,  and  one,  fortunately, 
he  won't  have  to  abandon  in  the  i 
ests  of  his  new  clients,  since  confli 
interest  laws  bar  him  from  practici; 
the  antitrust  field — indeed,  even 
talking  to  the  Justice  Department 
entire  year.  International  trade  wi 
his  new  specialty.  So  he  hopes  the 
gan  Administration  will  pursue 
matters  as  the  protracted  antitrust  li 
tion  against  IBM,  which  Shent 
thinks  has  been  "overtly  predatory 
the  computer  industry.  Says  he: 
would  be  an  outrageous  irony  if  the  \ 
of  Teddy  Roosevelt  forsook  antitr 
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\Miat  is  NCR  up  to  now? 


\(e're  helping  department 
tores  from  Herald  Square 
D  Hong  Kong  clock 
ligher  productivity. 

'hen  you  shop  in  stores 
:e  Macy's,  New  York, 
urdines  of  Florida,  or  Shui 
ing  in  Hong  Kong,  you'll 
5e  your  purchases  being 
icorded  swiftly  and  accu- 
itely  on  NCR  equipnnent. 
'ith  102,928  point-of-sale 
rminals  around  the  world, 
CR  is  number  one  in  POS 
:]uipnnent.  We're  also  a 
ader  in  computer  systems 
If  department,  specialty 
id  discount  stores. 

CR  systems  not  only 
isure  accuracy— they 
so  help  store  owners 
jht  rising  costs.  NCR 
and  readers,  for 
<ample,  scan  and 
icord  prices  in  a  split 
5Cond.  Our  complete 
ie  of  OCR  equipment 
acks  inventory  from 
ock  receipt  to 
lal  distribution. 

ut  responding  to 
tellers'  needs  is 
Dthing  new  for  NCR. 
'e've  been  doing 
since  before  ready- 
i-wear  was  ready 
I  wear.  In  fact, 
e've  been  sup- 
ying  business 
/stems  for  96 
3ars.  Today, 


department  stores  all  over  the  world 
depend  on  NCR  systems  for  up-to- 
the-minute  management  reports, 
precise  inventory  control  and 
improved  employee  productivity. 

Our  experience  in  retail 
systems  is  one  thing 
store  owners  look  for 
when  choosing  an  EDP 
system.  Another  is 
support— and  they  find 
it  at  NCR,  with  a  field 
engineering  team  16,000 
strong  that's  ready  to  go 
where  needed  and  when. 
For  companies  with  plans 
to  expand,  this  world- 
wide support  network 
s  especially  important. 

Retailing  is  just  one  of 
the  fields  where  NCR 
is  a  leader.  We  also 
develop  systems  to 
speed  transactions  and 
to  facilitate  manage- 
ment decisions  in  the 
financial,  commercial, 
industrial,  healthcare, 
educational  and 
government  sectors. 

NCR  systems  are 
up  to  meeting  your 
complete  data  pro- 
cessing require- 
ments. Because 
data  processing  is 
our  only  business. 


□ 


Complete  Computer  Systems 


Before  he  takes  up  on  the  new  job  he's 
planning  a  little  rest  and  rceovery  in  a 
warm  climate.  In  fact  Forbes  heard  his 
secretary  asking  about  reservations  at 
Club  Med,  a  haven  for  folks  who  need  to 
get  away  from  it  all. — Beth  Brophy 

Promises  to  keep 

"An  experience  like  this  obliges  one  to 
rethink  a  lot  of  things,"  says  [ohn  C. 
Waddell,  43,  new  CEO  of  Arrow  Electron- 
ics, as  he  stares  out  his  office  window  at 
the  gray  wintry  waters  of  Greenwich  Har- 
bor in  Connecticut.  "I've  become  acutely 
sensitive  to  the  fragility  of  life." 

For  1 1  years  Waddell  was  part  of  a 
management  triumvirate  that  ran  Arrow 
through  the  Seventies  at  a  35%  com- 
pound annual  growth  rate  to  become  the 
nation's  second-largest  distributor  of 
electronics  parts,  with  1980  sales  of 
about  $360  million.  Then  on  Dec.  4, 
CEO  B.  Duke  Glenn  Jr.  and  Executive 
Vice  President  Roger  E.  Green  died  in  a 
fire  along  with  1 1  other  Arrow  execu- 
tives at  Stouffer's  Inn  in  Harrison,  N.Y. 
Sole  survivor  of  top  management:  John 
Waddell. 

In  the  frenetic  electronics  industry, 
Waddell  is  not  out  of  the  usual  mold. 
Often,  in  fact,  he  was  a  conservative 
presence  among  his  hard-driving  col- 


leagues. That  may  be  exactly  what's 
needed  now,  when  the  temptations  are 
strong  to  rebuild  hastily  so  as  not  to  fall 
behind  in  an  industry  where  it  is  awfully 
hard  to  catch  up.  Firmly  in  control,  Wad- 
dell and  his  McKinsey  &.  Co.  consultants 
have  drawn  up  a  list  of  five  top  posts  to 
be  filled  oyer  the  next  three  months,  and 
Waddell  intends  to  do  a  careful  job  of  it. 
He  also  will  bring  in  someone  to  help 
with  part  of  the  CEO  duties  he  is  now 
handling.  "I  don't  believe  in  one-man 
bands,"  he  says. 

Just  as  Waddell  is  determined  not  to 
panic,  neither  does  he  intend  to  give  up 
and  sell  out  to  any  larger  corporation  that 
may  be  seeking  to  take  advantage  of  the 
16%  drop  in  Arrow  stock  price  following 
the  tragedy.  "We  have  always  been  com- 
mitted to  the  company's  independence 
and  the  fire  doesn't  alter  that  commit- 
ment," he  says.  "I  have  a  responsibility 
to  my  former  colleagues  to  insure  that 
the  company  prospers  as  we  envisioned 
it  would." — Jonathan  Greenberg 

If  they  found  that,  maybe 
they'll  find  some  more 

How  much  faith  do  top  U.S.  oilmen  have 
that  there  is  more  oil  and  gas  out  there 
yet  to  be  found?  Consider  the  acquisition 
of  Houston  Oil  &  Minerals  by  Tenneco 
Inc.  last  month.  At  a  potential  price  of  $2 
billion,  HOM  was  too  big  even  for  $13 
billion  (revenues)  Tenneco  to  swallow, 
and  James  L.  Ketelsen,  its  astute  50-year- 
old  chairman,  says  he  had  never  serious- 
ly considered  it.  But  when  Houston  Oil 
founder  and  Chairman  Joseph  C.  Walter 
Jr.  suggested  a  merger  in  November,  Ke- 
telsen came  up  with  a  bright  idea. 


An'ou'  Electro)  lies'  John  Waddell 
And  then  there  was  one. 


Tenneco  Chainnan  James  Ketelsen 
How  much  ia  the  future  worth? 

Most  of  that  $2  billion  representC' 
past  of  HOM— that  is,  producing  oi 
gas  properties.  The  future  was  1.2 
lion  acres  of  domestic  exploratory  li 
and  500  technical  experts  like  geolo 
and  geophysicists.  If  Walter  could  st 
how  get  rid  of  the  past,  Ketelsen 
Tenneco  would  buy  the  future. 

Result:  HOM  spun  off  75%  of  th. 
profits  of  the  producing  acreage  ir 
royalty  trust  for  stockholders  (as  wt 
the  profits  on  5%  of  the  exploratory 
age),  and  Ketelsen  paid  $500  millio 
the  rest.  Says  he:  "That  made  it  pos 
for  us  to  go  ahead  without  any  si^ 
cant  dilution." 

For  Tenneco,  once  purely  a  pip' 
company,  it  was  another  ma)or  acq 
tion  in  oil  and  gas,  the  source  of  prob 
75%  of  Its  1980  earnings  of  around 
million — even  though  it  now  has  si: 
interests  in,  among  others,  chemi 
farm  equipment  and  shipbuilding.  ' 
over  850  million  barrels  of  oil  ant 
reserves  and  6  million  acres  of  exp 
tory  and  production  properties  alri. 
Ketelsen  sorely  needed  the  people 
found  HOM's  reserves — and  who,  ii 
confident,  will  find  more.  In  buying  I 
future  of  HOM  and  not  the  past,  say) 
Tenneco  bought  "the  ability  to  I 
building  at  a  rapid  rate." — Tedd  A.  C( 

Whither  Exxon? 

what  makes  Exxon's  annual  World  I 
gy  Outlook  more  accurate  than  n 
"Ours  is  a  bottom-up  forecast  devi 
ment,"  explains  Douglas  C.  Bryant,  i 
dinator  of  energy  policy  in  Exxon 
spected  corporate  plarming  departn 
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Group  Health 


-™E  BASICS  FOR  EMPIOVIRS 


Free  guide  to 
help  management 
control  costis . . .  and 
design  a  good  plan 


It's  no  simple  matter  to  design  a  satisfactory  Group 
Health  Program  with  medical  costs  rising  as  fast  or 
faster  than  double-digit  inflation.  Developing  a  plan 
that  provides  good  employee  protection  together 
with  reasonable  controls  over  costs  and  adminis- 
trative details,  requires  some  basic  understanding 
of  the  different  types  of  coverage  available. 

That's  why  The  Bankers  Life  of  Des  Moines  has 
prepared  a  new  booklet  covering  many  of  the 
things  management  should  know  about  group 
health  insurance.  It's  easy-to-understand.  It's  free. 
And  it  provides  unbiased,  background  information 
you  should  have  before  discussing  a  plan  with  any 
in.surance  company... even  The  Bankers  Life  of 
Des  Moines. 


THE 
BANKERS 
LIFE 


Read  it  and  you'll  find  answers  to  questions 
like  these: 

1.  What  factors  should  be  considered  in  addition 
to  coverages  and  going-in  premium  costs? 

2.  What  are  the  characteristics  of  a  sound  group 
health  plan  in  a  period  of  rising  health  care  costs? 

3.  Are  there  steps  that  can  be  taken  to  control  costs 
without  encountering  employee  dissatisfaction? 

4.  What  are  drawbacks  of  a  plan  where  benefits 
are  too  rigidly  defined? 

5.  What  incentives  can  be  built  into  a  plan  to 
discourage  unnecessary  or  too  expensive, 
treatment? 

To  receive  this  informative  booklet,  simply  send  in 
the  coupon  below,  or  contact  the  local  Group  office 
of  The  Bankers  Life  of  Des  Moines.  There's  no 
obligation.  We  figure  the  more  knowledgeable  you 
are,  the  more  likely  you  are  to  call  us. 

I  1 

The  Bankers  Life  —  Consumer  Services 

Des  Moines,  Iowa  50307 

□  Please  send  me  your  booklet  "Designing  a  Group  Health  Plan." 

□  I  am  interested  in  discussing  a  plan  with  your  representative. 


.Title. 


Company- 
Address  


BANKERS  LIFE  COMPANY   DES  MOINES.  IOWA  50307 


City— 

1^  FB-M 


-State- 


_Zip_ 


Faces 

Behind  Ihe  Figures 


"We  start  with  individual  affiliates  all 
over  the  world  who  know  their  own  par- 
ticular economies  and  environments, 
then  build  them  into  regional  forecasts 
and  then  a  world  outlook." 

Exxon  uses  its  annual  gaze  into  the 
crystal  ball  for  internal  planning,  says 
Bryant.  Thus,  those  interested  in  where 
Exxon  is  going  during  the  next  20  years 
need  only  look  at  the  forecast  released 
this  month.  Coal,  for  example,  in  which 
the  company  has  been  heavily  investing 
over  the  past  several  years,  is  expected  to 
increase  growth  to  a  2.8%  annual  rate 
worldwide  over  the  next  20  years  as  op- 
posed to  2.4%  between  1973  and  1979. 

Synfuels,  another  area  in  which  Exxon 
is  showing  interest,  is  seen  as  really  tak- 
ing off  in  1990,  growing  at  an  annual  14% 
rate  between  now  and  the  year  2000.  On 
the  other  side  of  the  coin,  in  nuclear 
energy,  where  Exxon  has  taken  its  blows 
in  recent  years,  the  forecast  calls  for  a 
growth  rate  drop  from  21%  (1973-79)  to 
just  10%  over  the  next  two  decades. 

Thus,  if  these  cause-effect  relation- 


4 


/'/(inner  Dong/as  /iiyant  of  Exxon 

But  who  can  tell  tibout  the  Saudis? 


ships  continue  along  the  present  trend- 
line,  one  can  see  Exxon  gradually  moving 
out  of  the  oil  business.  The  annual  out- 
look projects  the  annual  growth  rate  for 
that  fuel  will  plummet  from  2.2%  (1973- 
79)  to  a  meager  0.4%. 
One    thing    Exxon's  fortune-teller 


doesn't  reveal  is  when  its  major  su 
er's — Saudi  Arabia's — lower-priced  c 
oil  will  fall  in  line  with  the  re 
OPEC.  Bryant  sidesteps  the  ques 
"We  don't  project  individual  counti 
prices." — Jeff  Blyskal 


Small  Connecticut  Firm's  New  Golf  Bal 
Flies  Too  Far;  Banned  by  U.S.G.A. 


GOLFERS  LOVE  IT 


"No  more  par  5's?" 

NORWALK,  CT.— All  golf  balls  are  not  created 
equal.  At  least  not  any  more.  A  small  Connecticut 
company  has  introduced  a  controversial  new  ball  it 
guarantees  will  out-distance  all  legal  balls,  including 
Hogan,  Top  Flight,  MaxFli  and  Titleist.  The  new  ball 
is  so  "hot"  it  threatens  to  pull  the  rug  on  par,  as  we 
know  it,  and  that  might  have  the  United  States  Golf 
Association  worried. 

For  thirty-eight  years  the  U.S.G.A.  has  strictly  en- 
forced the  rule  that  a  golf  ball  may  not  exceed  a  veloc- 
ity of  250  feet-per-second  off  the  club  head.  Without 
this  and  other  restrictions,  high-powered  super  balls 
would  soon  outmode  most  golf  courses.  Par  fives  could 
disappear,  and  even  an  average  player  could  regularly 
blast  300-yard  drives.  So  far  major  U.S.  manufacturers 
have  observed  this  speed  limit  and  other  U.S.G.A. 
rules  designed  to  keep  all  balls  created  equal. 

But  now,  a  little-known  company  called  H  &  L  Labs 
is  distributing  a  ball  that  violates  nearly  every  rule  in 
the  book,  and  the  result  is  a  ball  that  flies  down  the 
fairway  like  a  Ferrari  on  the  run. 

The  ball  has  provoked  heated  controversy  because  it 
looks,  sounds,  and  feels  exactly  like  a  regular  ball. 
H  &  L  refuses  to  release  the  ball's  name  to  anyone  but 
a  buyer — they  simply  call  it  "The  Hot  One" — so  about 
the  only  way  another  player  can  tell  he's  playing 
against  one  is  to  keep  a  radar  set  in  his  bag. 

And  while  golf  prides  itself  on  being  a  gentlemen's 
game,  it  seems  that  more  than  40,000  gentlemen — and 
ladies — are  carrying  these  innocent-looking  buzz  bombs 


in  their  bags.  Some  say  if  the  U.S.G.A.  ever  approved 
the  engineering  in  this  ball,  pros  might  start  shooting 
in  the  50's. 

What's  special  about  the  illegal  ball?  John  McGuire, 
the  director  of  H  &  L  told  me  this:  "We've  doctored  up 
the  ball's  aerodynamics  so  that  it  has  less  drag  than 
conventional  balls.  You  can  tell  the  difference  with 
your  first  drive.  What's  more,  the  special  design  could 
help  keep  tee  and  fairway  shots  straight  down  the  mid- 
dle .  .  .  'bites  and  sits'  with  more  authority  .  .  .  putts 
with  a  steadier  roll  .  .  .  and  is  virtually  cut-proof" 
McGuire  believes  that  more  money  is  going  to  change 
hands  with  this  little  white  bandit  than  all  the  tour- 
nament purses  put  together. 

So  far  most  pro  shops  don  t  dare  carry  it,  but  if  you 
want  to  "test  drive"  the  world's  longest  ball,  H  &  L  will 
send  you  one  FREE.  Just  order  a  dozen  balls  and  they 
will  send  you  thirteen.  They  ask  you  to  use  the  extra 
ball  for  a  few  holes.  Tests  against  the  best  legal  balls 
on  the  market  prove  you  could  add  as  much  as  22  yards 
to  your  tee  shots.  If  you  don't,  return  the  remaining 
dozen  for  a  prompt  refund.  The  free  ball  is  yours  to 
keep  in  any  case — for  fun  or  profit. 

And  if  you  ever  cut  one  of  these  super  balls  in  normal 
play,  H  &  L  will  replace  it  free.  You  pay  only  the  return 
postage,  about  25g. 

A  dozen  hot  balls  cost  $19.95  (plus  $1.75  postage  and 
handling).  Two  or  more  dozen  cost  just  $18.00  each  and 
H  &  L  pavs  all  shipping  costs.  The  address  is:  H  &  L 
Labs  (Dept.  HO  31),  18  Lois  Street,  Norwalk,  CT 
06851.  You  can  send  a  check  or  charge  it,  but  be  sure 
you  give  them  your  card's  account  number  and  expi- 
ration date. 


FORBES 
STOCK  MARKET  COURSE 

Everything  you  need  to  know  about  investing, 
in  one  authoritative  manual. 


here  is  a  well  known  stock  market 
leory  called  "the  greater  fool  theory." 
says  if  an  investor  pays  too  high  a 
rice  for  a  stock,  a  greater  fool  will 
Iwayscome  along  and  give  the  first 
uyer  a  profit  by  paying  even  more, 
eedless  to  say,  it  does  not  always 
'ork.  Yet  some  people  are  prepared  to 
ike  their  chances  with  this  theory, 
till  more  follow  it  unconsciously, 
his  announcement  about  the  new 
dition  of  Forbes  Stock  Market  Course 
not  for  either  group.  However,  if 
BU  put  as  much  care  in  investing  in 
tocks  as  you  would  in  investing  in  a 
ouse,  or  another  substantial 
urchase,  this  is  a  message  for  you. 
Drbes  Stock  Market  Course  could 
linimize  the  risk  of  losing  money  and  maximize  poten- 
al  gains  so  that  both  time  and  the  modest  investment 
ould  be  repaid  over  and  over  again. 

.  Arc  you  missing  opportunities;  Why  hold  on  to  your 
ocks  while  the  market  goes  up  and  down,  when  you 
in  learn  to  sell  near  the  peak  and  buy  in  again  near  the 
)ttom.  Learn  to  take  advantage  of  the  swings  and 
irvest  your  capital  gains. 

.  Why  pay  more  for  a  stock  than  you  need  to?  Learn  how 
)  give  your  broker  specific  orders  to  buy  at  the  price  you 
ant. 

Are  "options"  too  difficult?  With  a  potential  for  huge 
lins  and  a  limit  on  losses,  options  should  be  a  possible 
loice  in  your  investment  strategy.  Learn  what  they  can 
D  for  you. 

These  are  but  three  of  the  topics  covered  in  Forbes 
Stock  Market  Course.  The  course  was  planned  by 
Forbes  to  fill  a  gap  revealed  by  readers'  letters  to 
Forbes  editors.  While  magazine  articles  dealt  with 
particular  companies  and  various  aspects  of  invest- 
ing, Forbes  readers  complained  of  a  lack  of  a  source  of 
basic  knowledge  and  a  comprehensive  survey. 

The  Forbes  Stock  Market  Course  is  just  this  inves- 
tor's "Bible."  It  is  based  on  the  experience  of  Wall 
Street  professionals.  Its  ideas  are  solid  and  sound. 
Many  investment  books  are  based  on  the  crackpot 
theories  of  their  authors.  This  Course  is  a  distillation 
from  the  successes  and  mistakes  of  experts.  It  comes 
with  the  stamp  of  approval  of  Forbes  editors  and  is 
recommended  by  many  brokers  to  their  customers  as 
the  one  reliable  guide  to  investing. 

15  sections  of  basic  investing  material. 

From  first  to  last,  Forbes  Stock  Market  Course  puts  the 
emphasis  on  tactics  and  knowledge  you  can  use,  not 
"blue-sky"  theory.  Everything  you  need  to  know  is 
explained  in  clear  everyday  language.  Organized  into  15 
sections,  it  moves  step  by  step  from  a  basic  explanation 
of  how  the  market  works  to  more  sophisticated  areas 
familiar  to  professionals,  but  usually  beyond  the  ken  of 
the  average  investor.  A  tab  index  is  provided  to  make  the 


course  convenient  for  easy  and  repeated 
reference. The  332  pages  are  easily  removable 
section  by  section  from  the  ring  binders. 

Examine  the  Course  for  10  days. 
Free. 

Originally  conceived  as  a 
multi-volume  correspondence  course, 
Forbes  Stock  Market  Course  has 
been  refined  into  a  single  manual.  You  are 
invited  to  examine  the  newly  updated 
edition  to  satisfy  yourself  that  it  can  assist 
you  in  your  investment  decisions. 

To  receive  the  Course  for  a  10-day 
inspection  period,  fill  out  and  mail  the 
coupon.  When  you  receive  the 
course,  see  for  yourself  how  it  can  help 
you  protect  your  money  and  make  it  grow,  how  it  can  help 
prevent  expensive  mistakes,  how  valuable  it  can  be  as  a 
standby  reference.  Only  then  need  you  send  a  check 
for  $57.50  plus  postage  and  handling.  If,  for  any 
reason,  you  are  not  satisfied,  return  it  and  owe  noth- 
ing. The  risk  is  ours  and  we  know  from  the  few 
manuals  returned  how  satisfied  most  buyers  are.  Before 
you  invest  another  dollar,  mail  the  coupon  right  away. 

■  Sturdy  ring  binder  and  tab  index 

■  Actual  size:  IIV2"  x  lOW 

■  332  pages 

■  41  graphic  charts,  graphs 
and  tabulations 

■  Self  evaiuating"Financiai  Inventory  and 
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■  Fully  indexed 

■  investors  kit  of  supplementary 
materials:  charting  materials, 
list  of  long  term  dividend  payers, 
the  Forbes  Wall  Chart  of  Business 
and  Securities  Trends,  glossary  of 
investment  terms  etc. 
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TIME  

Inside  earth's 
last  empire. 


The  Soviet  Union,  more  powerful  than 
ever,  now  confronts  a  decade  of  decision, 
and  its  choices  will  change  history. 

T'  IME  s  purpose  is  to  make  the  news  make 
sense;  hence  our  weekly  radar  sweep  of 
everything  happening  everywhere.  But 
on  rare  occasions,  one  subject  seems  to  de- 
mand an  issue  all  to  itself.  The  Soviet  Union, 
so  much  talked  about,  so  little  understood,  was 
just  such  a  subject. 

Out  of  time's  33  news  bureaus  world- 
wide, 17  worked  on  the  story.  Shifts  of  TIME 
reporters  and  photographers  crossed  and  re- 
crossed  that  vast  land,  visiting  hospitals  and 
factories,  riding  the  subway,  going  behind  the 
scenes  at  the  circus.  Our  Moscow  Bureau 
Chief,  Diplomatic  Correspondent,  and  Manag- 
ing Editor  interviewed  top  Soviet  officials. 
TIME  reporters  interviewed  Soviet  experts  in 
the  U.S.  For  a  half-year,  the  work  went  on, 
through  the  Olympic  boycott  and  the  invasion 
of  Afghanistan,  in  an  official  climate  that 
warmed  steadily  from  an  initial  intransigence. 
Further,  personal  response  from  scholars  to 
technicians  was  unexpectedly  cordial. 

From  a  thousand  pages  of  reporting, 
50,000  pictures,  and  a  four-foot  stack  of  re- 
search data,  a  remarkable  portrait  emerged - 
humane  and  analytical,  comprehensive  and 
discriminating,  erudite  and  i^^hhh^h 


lively,  scrupulously  accu- 
rate, vastly  readable:  a  living 
rule  for  the  journalist  as  con- 
temporary historian. 

TIME:  we  aren't  good 
simply  because  we're  big.  But 
certainly  we  are  big  because 
we  work  so  hard  to  be  good. 


More  goes  Into  It 


mm 


The  Economy 


V10NE\  &  INVESTMENTS 


20%  plus 
iterest  rates  failed 
I  stop  the  economy 
in  its  tracks 


Consumers  are 
worn  out; 
business  is 
raring  to  go 


PROGRESS,  WITH  TURBULENCE 

The  economy  closed  out  1980  on  a  strong  note,  despite  superhigh 
interest  rates  and  a  near-moribund  housing  industry.  Real  gross  national 
product  was  up  4%  in  the  fourth  quarter  over  the  third,  following  a  2.4% 
gain  in  that  quarter.  As  recently  as  mid-December  economists  were  predict- 
ing a  gain  of  only  2%  in  the  GNP.  Employment,  new  orders  and  industrial 
production  all  exceeded  predictions,  leaving  economists  shaking  their 
heads.  If  20% -plus  interest  rates  wculdn't  slow  the  economy,  what  would? 

What's  keeping  business  so  strong?  For  the  first  time  in  six  years,  the 
economy  m  1980  started  to  tilt  away  from  satisfying  consumer  demands 
toward  capital  goods  demands.  Since  July  the  order  books  of  machinery  and 
electrical-electronic  producers  have  been  growing.  On  an  industry  basis, 
backlogs  for  these  companies  were  generally  higher  at  the  end  of  1980  than  a 
year  earlier.  Large  segments  of  industry  are  gearing  up  for  expected  defense 
orders.  The  American  auto  industry  is  throwing  $75  billion  into  a  crash 
program  to  make  up  the  ground  it  has  lost  since  1975. 

This  kind  of  economic  activity,  spending  on  plant  and  equipment,  is  less 
vulnerable  to  high  interest  rates  than  is  consumer  spending.  General  Motors 
can't  delay  capital  spending,  nor  can  defense  contractors  when  national 
survival  could  depend  on  prompt  delivery.  Then,  too,  most  of  capital 
spending  by  business  is  financed  out  of  cash  flow,  where  interest  rates  are 
relatively  unimportant.  Not  many  cars  or  houses  are  financed  that  way.  So, 
unlike  early  1980,  as  consumers  drop  out,  businesses  are  slowly  taking  their 
place  as  the  big  spenders. 

Politicians  and  experts  discuss  whether  the  economy  needs  tax  cuts  or 
spending  cuts,  supply-  or  demand-side  measures  to  get  the  country  moving 
again.  Without  waiting  for  the  outcome  of  the  debate,  the  economy  has 
moved  toward  a  healthier  balance  between  capital  and  consumer  spending. 
Unless  the  new  Administration  fouls  up,  this  is  likely  to  continue. 

All  this  portends  a  reversal  in  the  long  decline  in  American  productivity. 
Higher  productivity  doesn't  come  about  because  people  work  harder;  but 
because  they  work  less  and  let  machines  do  more.  A  fundamental  problem 
with  the  U.S.  economy  in  the  last  decade  was  that  it  wasn't  modernizing 
and  improving  its  plant  and  machinery  fast  enough.  This  made  inflation 
worse  because  there  were  no  productivity  gains  to  offset  rising  costs. 

The  availability  of  cheap  consumer  credit  supported  extra  jobs  in  service 
industries.  Despite  stagflation,  employment  rose  from  85  million  to  97 
million  between  1975  and  1980. 


At  last: 
a  better  trend 
in  American 
productivity 


That's  where  the  switch  in  economic  emphasis  will  hurt.  As  the  econo- 
my moves  from  an  almost  purely  consumer  economy,  unemployment  will 
mount.  How  high?  Enough  to  cause  plenty  of  trouble.  The  jobless  rate  hit 
9%  in  the  1974-75  recession.  Most  forecasts  put  it  at  8. 1  %  for  next  year,  but 
this  will  likely  prove  low— 10%  unemployment  is  not  unthinkable  while 
industry  slowly  shifts  gears. 

That's  the  bad  news.  The  good  news:  Rising  productivity  will  do  niore  to 
check  inflation  than  anything  the  Fed  could  possibly  do.  Job  security  will 
become  more  important  than  pay  raises.  We've  already  seen  signs  of  that  in 
the  auto  and  tire  industries.  The  outlook  in  1981  is  for  turbulence  on  the 
surface  with  fundamental  improvements  beneath  the  surface. 


S,  JANUARY  19,  1981 


91 


( Capital  Markets 


MONFry  &  INV  ESTMENTS 


The  market  turned  active  early  in  1980 
when  stock  prices  started  to  climb.  In  the 
first  eight  months,  it  absorbed  $2.8  billion. 

THE  CONVERTIBLE 
BOND  SCAM 


By  Ben  Weberman 


How     WOULD  YOU 

like  to  borrow  mil- 
lions of  dollars  lor 
up  to  six  months 
without  paying  in- 
terest? Or  sell  stock 
for  several  points 
more  than  its  price 
in  the  public  mar- 
kets? Dozens  of  ma- 
jor corporations  are 
doing  just  that  through  the  use  of  con- 
vertible debentures. 

Here's  the  technique.  These  finan- 
cial hybrids  are  basically  debt  instru- 
ments that  can  also  be  exchanged  for 
common  stock.  As  a  result,  they  sport 
an  interest  rate  that  is  typically  sever- 
al points  lower  than  conventional 
bonds  or  debentures.  At  the  same 
time,  however,  the  common  stock 
conversion  price  is  25%  or  more 
above  market  price  at  the  time  of 
offering.  Buying  a  convertible,  in  ef- 
fect, gives  an  investor  a  cut-rate 
yield — but  he  also  gets  a  crack  at  a  big 
capital  gain  if  the  issuer's  stock  soars. 

Under  normal  circumstances, 
therefore,  a  company  that  might  have 
to  pay  14%  to  sell  straight  debt  can 
draw  money  through  a  convertible 
with  an  8%  coupon.  Once  again,  it 
gets  this  by  sweetening  the  deal  with 
what  amounts  to  a  call  option  on  its 
common  stock  at  a  fixed  price,  until 
maturity,  which  is  usually  for  10  to  20 
years.  In  addition,  the  owner  of  the 
debenture  has  a  claim  against  the 
company,  senior  to  all  stock,  in  the 
event  of  financial  difficulties.  And 
even  the  reduced  interest  on  a  con- 
vertible is  frequently  higher  than  the 
dividend  yield  on  common  stock. 

hi  the  real  world,  such  arrange- 
ments are  not  always  idyllic.  Consider 
$50  million  in  convertible  subordinat- 
ed debentures  of  Wang  Laboratories, 
Inc.  that  were  sold  May  15,  1980.  The 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


offer  had  an  8%  coupon  and  boasted 
an  equity  conversion  price  at  almost 
17%  above  market.  On  Oct.  3,  1980, 
however,  Wang  sent  out  a  notice  of 
redemption.  It  called  the  entire  issue 
to  end  the  conversion  privilege  on 
Sept.  30.  The  first  interest  date  was 
Nov.  15.  So  Wang  had  use  of  $50  mil- 
lion from  May  15  to  Sept.  30  for  free. 
Otherwise,  41/2  months'  interest  at 
14%  would  have  cost  the  company 
$2.6  million. 

Investors  who  turned  in  their  de- 
bentures for  stock  before  Sept.  30,  of 
course,  did  receive  class  B  shares  for 
38%  each  at  a  time  when  the  stock 
was  selling  in  a  range  of  51  to  64. 
Sounds  like  a  bargain,  and  it  was — for 
Wang.  You  see,  when  the  company 
offered  its  debentures  carrying  the 
conversion  price  of  38%  a  share,  its 
stock  was  trading  just  over  33.  So 
Wang  was  able  to  get  new  equity  at  a 
substantial  premium  over  market. 
The  hapless  investor,  meanwhile, 
could  have  purchased  Wang's  stock 
directly  and  made  about  a  72%  trad- 
ing profit,  as  opposed  to  the  47%  that 
was  attainable  through  conversion. 
Oh,  yes,  the  class  B  stock  paid  a  nomi- 
nal cash  dividend  while  the  deben- 
tures went  interest-free. 

Not  surprisingly,  Wang  seems  to 
love  convertible  debentures.  It  sold 
$50  million  of  6.75%  debentures  Dec. 
12,  1979,  convertible  at  38 '/a  a  share, 
and  called  these,  too,  for  Sept.  30, 
1980  final  conversion.  Interest  was 
due  on  Dec.  15.  Six  weeks  before 
these  early  calls,  which  forced  debt 
holders  to  exchange  their  securities 
for  equity  or  lose  substantial  market 
value,  Wang  brought  out  $100  million 
of  9%  debentures  convertible  at  64  a 
share  (adjusted  to  32  following  a  2-for- 
1  stock  split  Sept.  26). 

The  Massachusetts  computer  com- 
pany, however,  is  only  one  of  a  long 
list  of  corporations  that  have  forced 
debt  holders  to  switch  into  stock. 
That  is  because  share  prices  have 
been  rising  rapidly  and  are  now  often 
substantially  above  conversion  value. 


A  company  that  wants  to  raise  mon 
can  call  its  convertibles  without  ha 
ing  to  worry  that  some  of  the  dc 
may  be  presented  for  cash.  The  r 
demption  amount,  usually  abo 
$1.10  for  each  dollar  of  a  debenture 
face  value,  is  well  below  the  mark 
price  of  the  stock  that  can  alternativ 
ly  be  taken  in  exchange. 

Hughes  Tool  raised  $100  million  ( 
Apr.  1  and  forced  redemption  on  Di 
22.  The  conversion  price  of  62%  w 
set  when  its  common  was  at  53' 
When  the  issue  was  called,  the  stO' 
had  climbed  to  91 'A.  Someone  taki 
the  "favorable"  conversion  option 
effect  purchased  Hughes  common 
62y8  instead  of  53%.  One  inters 
coupon  worth  $42.50  for  each  $1,0( 
principal  amount  was  paid  over  t 
eight-month  period.  That  works  o 
to  an  annual  rate  of  about  6.4%.  Har 
ly  worthwhile. 

What  other  companies  made  quii 
sales  and  forced  conversions?  Santa 
International,  an  oil  services  cor 
pany,  raised  $125  million  on  June 
through  the  sale  of  7'/2%  debentur 
convertible  at  47y4  at  a  time  when  i 
stock  was  trading  at  38%.  Santa 
called  the  issue  within  six  month 
when  its  stock  was  trading  at  67', 
Rowan  Cos.  raised  $75  million  ( 
Apr.  18  and  forced  conversion  befo 
Dec.    17.    Shearson   Loeb  Rhoad 
raised  $30  million  on  Feb.  2  and  call- 
the  issue  Oct.  6. 

Not  all  such  efforts  have  been  su 
cessful.  Digital  Equipment  tried 
force  exchange  of  its  8%s,  which  we 
sold  in  March.  Conversion  of  th 
$400  million  issue  would  have  i 
creased  the  number  of  its  commi 
shares  outstanding  by  12%.  In  a  rea 
tion  to  such  dilution.  Digital's  stoi 
price  tumbled  10  points,  and  the  r 
demption  plans  were  scrubbed. 

You  can  well  imagine  the  reactii 
of  large  institutional  investors  to  t! 
flood  of  early  calls  that  have  fore 
them  to  convert  to  equity.  Call  pr 
tection  is  one  of  the  first  terms  mo 
ey  managers  examine  when  a  nc 
issue  comes  to  market — and  the  pr 
fessionals  won't  forget  issuers  th 
have  pulled  early  calls. 

Still,  the  volume  of  new  convei 
ibles  will  grow  in  coming  months,  ai 
that  means  investors  must  be  sek 
tive.  Ideally,  the  yield  should  be  onh 
few  percentage  points  below  that 
the  same  issuer's  straight  debt,  ai 
the  conversion  premium  no  mc 
than  20%.  Cities  Service  Co.'s  A-r^ 
ed  convertible  debentures  have  fou 
year  call  protection.  Others  will 
coming  to  market  with  safeguards. 
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Buhi^s  -  Suc<»ss  m 
(five  International  Gas  Trade 


Ruhrgas  AG  is  one  of  the  largest 
las  companies  in  Europe,  and  the  largest 
•rganization  of  its  kind  in  the  Federal  Republic 
if  Germany,  purchasing  gas  on  the  interna- 
onal  energy  market  for  supply  to  utilities  as 
/ell  as  industrial  and  commercial  users  within 
Vest  Germany. . 

Cooperation  with  its  European 
lartners  characterizes  Ruhrgas  operations  at 
iternational  level.  Ruhrgas  and  its  partners 
ondude  long-term  contracts  with  exporters 
loth  inside  and  outside  Europe,  construct  and 
operate  international  transmission  systems 
nking  almost  all  countries  on  the  continent  and 
jpply  natural  gas  to  a  huge  market  which 
epresents  approx.  75%  of  total  energy  and 
atural  gas  consumption  and  some  90%  of 
3.N.P.  in  Western  Europe. 

Ruhrgas  also  devotes  consider- 
ible  time  and  energy  to  the  advancement  of 
atural  gas  technology  and  is  particularly 
wolved  in  energy  conservation  projects  such 
IS  the  development  of  a  gas-fuelled  heat 
lump. 

Backed  by  its  sound  financial 
ositioti,  Ruhrgas  dedicates  its  commercial 
nd  technical  resources  and  skills  to  the  security 
f  energy  supplies  in  the  Federal  Republic 
f  Germany. 


wSs^  W'haven^ 


Ruhrgas-highligths  1979 

gas  sendout  

sales   .' 

net  income  for  the  year   : 

property,  plant  and  equipment  -  

reserve  for  depreciation  of  property, 

plant  and  equipment   .  , 

shareholders'  equity   ,  ^ 

total  assets   ■  ■  , 

capital  expenditures  of  Ruhrgas  AC^^; 

and  affiliated  companies  _il 

length  of  pipeline  system  l_  

number  of  employees  


-40d  billion  kWh 
6,000  million  DM 

_  133  million  DM 
2,642  million  DM 

1,470  million  DM 
_  921  million  DM 
4,268  million  DM 

620  million  DM 
.      5,661  km 
____  2,885 


RUHRGAS AG 

Postfach28  •  D-4300  Essen  1  •  Federal  Republic  of  Germany 


Natural  Gas  is  Our  Business 


Stock  Comment 


.VK)NEY  &  INV  ESTMENTS 


Nothing  as  drastic  as  Germany's  1923 
macrosurgery  is  likely  to  be  proposed  by 
our  President.  It  isnt  needed— yet. 

ECONOMIC 
EMERGENCY 


Heinz  H.  Biel 


The  President- 
elect  let  it  be  known 
that  he  is  consider- 
ing declaring  a  state 
of  economic  emer- 
gency right  after  his 
inauguration. 

Shades  of  Frank- 
lin Roosevelt!  But 
what  can  Mr.  Rea- 
gan do?  What  will 
he  do?  Close  the  banks?  Set  up  a  new 
version  of  the  RFC?  So  far  it  is  really 
anybody's  guess. 

Circumstances  today  are  not  the 
same  as  in  1932-33.  At  that  time  the 
country  was  suffering  from  a  deflation 
that  was  without  precedent  in  its  se- 
verity. The  unemployment  rate  was  3 
times  greater  than  it  is  today.  Banks 
were  collapsing  right  and  left  because 
of  defaulting  loans.  The  stock  market 
reflected  this  sad  state  of  affairs;  the 
Dow  Jones  industrials  stood  at  50.16 
on  Feb.  27,  1933,  a  few  days  before 
FDR's  inauguration. 

What  is  ailing  us  today  is  too  well 
known  to  be  spelled  out  once  again  in 
detail.  If  there  is  one  similarity  it  is  the 
financial  health  of  some  of  our  major 
banks,  whose  equity  might  look  rather 
shaky  if  their  loans  and  investments, 
both  here  and  abroad,  had  to  be  stated 
at  "fair  market  values." 

What  is  needed  at  this  time  is  a 
dramatic  move  to  break  the  spirit  of 
inflation,  a  psychological  coup,  as  was 
done  by  Fijalmar  Schacht  in  the  fall  of 
1923  in  Germany.  The  shock  effect  of 
Schacht's  action  was  tremendous. 
Bankruptcies  soared  as  did  unemploy- 
ment. The  credit  crunch  was  unbe- 
lievable. But  It  did  work.  Had  it  failed, 
it  would  have  been  a  calamity.  Yet 
there  was  really  no  alternative,  be- 
cause that  country  was  already  in  a 
calamitous  state. 
Nothing  as  drastic  as  Mr.  Schacht's 

Heinz  H.  Biel  is  a  vice  presideni  of  tlx  NYSE 
firm  offamie)'  Montgomen'  Scott 


macrosurgery  is  likely  to  be  proposed 
by  our  President.  It  isn't  needed — yet. 
But  I  wonder  how  effective  so-called 
anti-inflationary  measures  (immedi- 
ate tax  cuts,  production  and  invest- 
ment incentives,  removal  of  bureau- 
cratic obstacles,  etc.)  can  be  when  we 
are  faced  with  an  inevitable  budget 
deficit  that  is  about  twice  the  size  of 
the  total  federal  budget  in  the  days  of 
FDR's  travails.  Well,  in  a  few  days  we 
shall  see,  and  meanwhile  we  can  only 
hope  for  the  best. 

Investors  had  rather  mixed  exper- 
iences in  1980.  While  all  stock  aver- 
ages made  substantial  gains,  conser- 
vative investors  holding  bonds  and 
utility  stocks  did  not  fare  very  well. 
Others,  who  held  energy-related,  de- 
fense and  high-technology  stocks,  en- 
joyed an  incredible  bonanza,  especial- 
ly if  they  were  not  shy  about  taking 
occasional  short-term  profits.  In  other 
words,  whether  1980  was  a  good  year 
or  a  bad  year  for  the  investor  depend- 
ed largely  on  how  many  of  the  big 
winners  he  had  in  his  portfolio  to 
offset  the  "dogs." 

This  year  we  may  have  more  of  the 
same,  although  it  would  be  unrealistic 
to  expect  the  favorites  of  1980  to  du- 
plicate their  splendid  performances. 
Obviously,  so  long  as  OPEC  keeps 
raising  the  ante,  oil  and  gas  reserves 
will  become  more  and  more  valuable,  j 
which  is  likely  to  be  expressed  in  the 
price  of  the  shares  of  the  companies 
involved,  even  if  eamings  should  be 
comparatively  flat.  I  continue  to  favor 
companies  with  largely  domestic  re- 
serves, such  as  Marathon  Oil  (72)  or 
Union  Oil  of  California  (46).  But  you 
won't  go  terribly  wrong  with  Exxon 
(81),  especially  if  you  like  its  fat  $6 
dividend. 

Mr.  Reagan  has  made  it  quite  clear 
that  defense  spending  will  be  in- 
creased substantially,  regardless  of 
what  it  will  do  to  the  budget  or  to 
inflation.  It  is  hard  to  say  at  this 
time  which  of  the  many  companies 
involved  will  come  up  with  the  big- 
gest gain  on  the  bottom  line.  As  you 


can't  kiss  all  the  girls,  I  shall  met 
tion  only  three:  General  Dynaniu 
(40),  Raythieon  (108)  and  Loral  Cor) 
(43).  By  today's  standards  Loral 
still  a  smallish  company  (estimate 
fiscal  1981  sales  of  about  $200  mi 
lion)  and  not  well  known,  but  it  is 
prominent  leader  in  electronic  wa 
fare  systems.  I  do  not  mentio 
Boeing  as  a  defense  stock  becaus 
this  company  undoubtedly  is  moi 
interested  in  being  and  remainin 
the  world's  foremost  maker  of  con 
mercial  aircraft  than  in  increasin 
the  military  side  of  its  business. 

If  interest  rates  should  come  dow 
again  to  more  customary  level: 
which  may  be  a  political  rather  tha 
economic  decision,  yield-sensitiv 
stocks  and,  of  course,  bonds  will  b 
the  obvious  beneficiaries.  Less  obv 
ous  but  equally  responsive  are  th 
stocks  of  homebuilders  and  the  mak 
ers  of  building  materials.  My  prefei 
ence  among  the  homebuilders  is  r/' 
Home  (3 1 ),  which  is  the  largest  buildc 
of  single-family  homes  in  this  cour 
try.  Its  record  of  rising  earnings  i 
impressive  indeed:  80  cents  a  share  i: 
1976  and  $1 . 1 7,  $2.25  and  $3.13  in  th 
three  subsequent  years.  It  had  anothc 
record  year  in  1980,  about  $3.5C 
which  is  remarkable  considering  th 
general  state  of  the  homebuilding  in 
dustry.  Dividends,  although  increas 
ing,  are  still  insignificant. 

Among  the  building  materials  mak 
ers,  the  choice  is  L'S  Gypsum  (33' 
Understandably,  1980  was  a  dowi 
year,  with  profits  estimated  at  S5.25  . 
share,  rs.  a  record  of  $7.59  the  yea 
before.  If  building  activity  recovers,  a 
it  undoubtedly  will  under  more  auspi 
cious  conditions,  eventual  earnings  ii 
the  $I0-to-$I2  range  are  well  withii 
the  realm  of  probabilities.  The  presen 
$2.40  dividend  rate  is  amply  protectee 
and  provides  a  retum  of  7.6%. 

I  don't  know  what  will  happen  tfl 
our  automobile  industry.  American 
Motors  found  a  rich  adoptive  father 
Chnsler  looks  all  but  hopeless,  and 
see  no  reason  why  the  govemmenj 
should  bail  out  the  bondholders] 
banks  and  other  creditors.  Let  th( 
company  go  through  a  financial  reor 
ganization.  It  never  occurred  to  me  tcj 
put  a  question  mark  behind  Ford,  bujj 
there  it  is.  lust  look  where  Ford  bondi 
are  selling.  OnlyG.U  seems  secure,  bul 
would  I  want  to  own  the  stock?  Nol 
particularly.  One  might  do  better  witl: 
auto  parts  companies  like  Dana  oi 
Eaton  or — don't  be  surprised — 77?W, 
whose  automotive  parts  business  is 
far  more  important  than  many  people 
realize.  ■ 
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'ver  since  the  election  the  stock  market  has 
een  zooming  up  and  down  with  such 
apidity  that  you  scarcely  dare  go  to  lunch. 

THE  ECONOMY  GOES 
TO  A  FAT  FARM 


By  Ann  C.  Brown 


After  a  couple  of 
decades  of  ignoring 
the  gross  national 
waste  line,  the 
American  people  are 
starting  "Dr.  Rea- 
gan's 48-month 
avoid-a-crash  diet." 
Like  most  reducing 
regimens,  it's  going 
to  be  painful,  and  it 
ill  be  enlightening  to  watch  the  re- 
;tions  of  the  special-interest  groups 
hen  it  comes  their  turn  to  trim  their 
idgets  for  the  financial  health  of  the 
)untry  as  a  whole.  The  new  Presi- 
;nt  has  yet  to  be  sworn  in  and  al- 
ady  the  moans  and  groans  of  antici- 
ited  money-hunger  pangs  have  be- 
in.  If  any  serious  lopping  and 
lopping  actually  takes  place,  tem- 
;rs  are  apt  to  rise  as  more  and  more 
tizens  lose  their  jobs  due  to  the 
uch  talked  about  cutting  of  govem- 
ent  expenditures.  Whether  the  so- 
al  fabric  of  the  U.S.  can  hold  up 
ider  drastic  surgery  remains  to  be 
en.  I  don't  doubt  that  the  new  Ad- 
inistration  has  the  will.  The  ques- 
3n  is  does  the  public  have  the  will- 
)wer  to  pass  up  the  goodies  in  the 
terest  of  lowering  inflation  and  im- 
oving  productivity,  which,  after  all, 
e  two  sides  of  the  same  coin. 
I'm  old  enough  to  vaguely  remem- 
T  how  deeply  Harry  Truman  was 
ited  during  his  years  in  office.  I  also 
ive  lived  to  see  this  dislike  turn  into 
gradual,  if  grudging,  admiration  of 
r.  Truman  as  one  of  our  more  able 
lief  executives.  If  Mr.  Reagan  does 
hat  he  says  he's  going  to  do,  he'd 
tter  be  prepared  to  be  very  unpopu- 
r  in  the  short  term.  Then  again,  I'd 
ther  be  respected  than  liked  any 
y — and  Mr.  Reagan  may  feel  the 
me  way. 

n  C  Brou'n  is  executive  rice  president  o/t/x 
w  York  iwestnient firm  of  Melhado,  f-'/ynn  & 
ociates 


Ever  since  the  election  the  stock 
market  has  been  zooming  up  and 
down  with  such  rapidity  that  you 
scarcely  dare  go  to  limch  for  fear 
you'll  miss  a  25-point  rally — or  an 
even  greater  downside  "correction." 
With  the  cost  of  money  at  an  alltime 
high,  I  have  a  strong  suspicion  that 
the  stock  dealers  and  specialists  are 
carrying  even  smaller  inventories 
than  usual  so  that  when  someone  big 
wants  to  buy  or  sell,  stock  prices 
react  with  heightened  volatility.  One 
day  not  long  ago,  a  favorite  stock  of 
mine,  NL  Industries,  was  up  S^U 
points  shortly  after  the  market 
opened.  The  reported  sales  at  that 
time  were  105,000  shares  out  of  a 
total  of  33,058,000  shares  outstand- 
ing. In  other  words,  .03%  of  the 
shares  available  for  trading  moved 
the  price  of  the  stock  up  8%  and 
increased  the  market  value  of  the 
company  by  close  to  $200  million  in 
a  matter  of  minutes.  And  there  was 
no  news  that  directly  or  indirectly 
could  account  for  the  sharp  rise. 

Almost  twice  as  much  as  NL  Indus- 
tries went  up,  another  stock  I've  been 
looking  at  declined — albeit  not  quite 
so  quickly.  Matrix  Corp.  (33)  dropped 
from  a  high  of  39-plus  into  the  20s 
before  rebounding.  The  company,  a 
new  name  to  many,  is  rapidly  becom- 
ing a  leading  manufacturer  of  photo- 
graphic color  hard  copy  instruments, 
which  snap  the  picture  of  computer 
graphic  displays.  While  the  use  of  its 
equipment  is  costlier  than  ordinary 
mechanical  printers,  the  quality  is  no- 
ticeably superior,  and  the  possibility 
of  "instant  transparencies"  gives  Ma- 
trix a  competitive  edge. 

Currently  the  company  gets  most  of 
its  revenues  from  the  medical  digital 
imaging  market — principally  CAT 
scanners.  As  medical  technology  ex- 
pands into  the  copying  of  ultrasound 
scanner  images,  digital  fluoroscopy 
and  digital  radiography  (which  is  be- 
ginning to  replace  standard  X  rays). 
Matrix  stands  to  get  a  big  slice  of  this 
profitable  pie.  For  the  fiscal  year  end- 


ing Augvist  1981,  the  company  is  esti- 
mated to  earn  $1.40  per  share,  up 
from  97  cents  per  share  in  1980.  Fiscal 
1982  could  show  $2  and  1983  perhaps 
$3  or  more.  The  stock  isn't  cheap,  and 
the  float  is  thin  but,  what  the  heck, 
the  company's  products  m.ake  sense 
and  man  cannot  live  by  low-multiple 
stocks  alone. 

As  long  as  I'm  in  a  highflyer  mood,  I 
thi-nkBeard Oil  (34)  is  worth  mention- 
ing. There  is  little  written  about  this 
very  closely  held  over-the-counter 
company,  but  my  sources  tell  me  that 
Beard  Oil  owns  working  interests  in 
more  potential  oil  and  gas  acreage  in 
the  U.S.  (on  a  per-share  basis)  than 
giant  Standard  Oil  of  Indiana.  To  be 
sure,  much  of  the  Beard  Oil  land  could 
turn  out  to  be  "moose  pasture,"  as  one 
of  my  friends  dubbed  it,  but  some  of 
the  land  could  be  (and  is)  highly  pro- 
ductive. Earnings  for  the  nine  months 
ended  last  September  from  oil  and  gas 
and  the  100% -owned  subsidiary,  U.S. 
Pollution  Control  Inc.,  were  86  cents 
per  share,  up  from  25  cents  per  share 
for  the  similar  period  a  year  earlier.  As 
OPEC  continues  to  jack  up  the  price 
of  petroleum,  there  may  be  barrels  of 
money  in  "them  thar  hills"  for  Beard 
Oil.  Then  again,  there  might  be  a  long 
string  of  dry  holes.  This  stock  is  defi- 
nitely for  high  rollers  but,  heck,  man 
does  not  live  without  an  occasional 
long  shot,  either. 

Back  in  the  world  of  big  favorites  is 
a  big  disappointment — luternatiotml 
Businesss  Machines  (67).  I  first  recom- 
mended the  stock  in  April  1978  at  61 
and,  while  countless  minor  computer 
stocks  have  soared,  IBM  has  been 
burning  up  the  track  between  65  and 
70.  One  of  the  reasons  for  the  poor 
performance  has  to  be  the  unexpected 
drop  in  1979  earnings  per  share  to 
$5.16  from  1978  earnings  of  $5.32. 
However,  1980  should  report  in  at 
around  $5.85  per  share  and  $6.60  to 
$6.90  could  be  in  the  offing  for  1981. 
Helping  IBM  are  such  things  as  the 
recently  annoimced  H  series,  possible 
federal  tax  changes  to  stimulate  the 
purchase  of  new  equipment  by  busi- 
ness and  the  growing  popularity  of 
data  processing  as  more  and  more 
companies  struggle  to  improve  their 
productivity. 

If  IBM  returns  to  its  normal  recent 
historical  multiple  of  12  to  16  times 
earnings,  the  stock  could  sell  some- 
where between  80  and  100  this  year. 
Even  if  the  wheels  come  off  the  econ- 
omy entirely,  which  I  seriously  doubt, 
it  would  appear  there  is  minimal 
downside  risk  in  the  stock  at  this 
point.  ■ 
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The  Contrarian 


WHY YOU 
SHOULD 
MAKE  A 
CORPORATE 
CONTRIBU- 
TION TO 
THE  AD 
COUNCIL 


The  Advertising  Council  is  the  biggest 
advertiser  in  the  world.  Last  year,  with 
the  cooperation  of  all  media,  the  Coun- 
cil placed  almost  six  hundred  million 
dollars  of  public  service  advertising. 
Yet  its  total  operating  expense  budget 
was  only  $1,147,000  which  makes  its 
advertising  programs  one  of  America's 
greatest  bargains ...  for  every  $1  cash 
outlay  the  Council  is  generating  over 
$600  of  advertising. 

U.S.  business  and  associated  groups 
contributed  the  dollars  the  Ad  Council 
needs  to  create  and  manage  this 
remarkable  program.  Advertisers,  ad- 
vertising agencies,  and  the  media 
contributed  the  space  and  time. 

Your  company  can  play  a  role.  If  you 
believe  in  supporting  public  service 
efforts  to  help  meet  the  challenges 
which  face  our  nation  today,  then  your 
company  can  do  as  many  hundreds  of 
others— large  and  small— have  done. 
You  can  make  a  tax-deductible  con- 
tribution to  the  Advertising  Council. 

At  the  very  least  you  can,  quite  easily, 
find  out  more  about  how  the  Council 
works  and  what  it  does.  Simply  write  to: 
Robert  P.  Keim,  President,  The  Adver- 
tising Council,  Inc.,  825  Third  Avenue, 
New  York,  New  York  10022. 

1  A  Public  Service  of  This  Magazine 
Goincil  &  The  Advertising  Council 

The  cost  of  preparation  of  this  advertisement 
was  paid  for  by  the  American  Business  Press, 
the  association  of  specialized  business  publi- 
cations. This  space  was  donated  by  this 
magazine. 


If  the  view  of  the  economy  to  which  I 
subscribe  is  on  the  money,  some  major 
buying  opportunities  aren't  far  off. 

APRES  LE  DELUGE- 
STOCKS 


By  David  Dreman 


Two  diametrically 
opposite  views  exist 
as  to  what  the  Fed 
will  do  next.  One 
holds  that  it  has  no 
choice  but  to  keep 
rates  up.  The  other, 
to  which  I  sub- 
scribe, believes  that 
powerful  economic 
and  financial  forces 
will  soon  dictate  a  change  in  policy.  If 
my  view  is  on  the  money,  some  major 
buying  opportunities  aren't  far  off. 
Here  are  the  reasons. 

The  Federal  Reserve  under  Chair- 
man Volcker  has  pulled  out  all  the 
stops  to  break  inflationary  expecta- 
tions. Nevertheless,  the  Fed  is  faced 
with  two  almost  insurmountable  ob- 
stacles in  continuing  to  pursue  its 
course.  First,  the  classic  tradeoff  be- 
tween inflation  and  unemployment. 
When  push  comes  to  shove,  political 
pressures  have  almost  invariably 
moved  the  agency  to  fight  unemploy- 
ment by  dropping  rates.  Sure  the  Fed 
is  independent — in  name  at  least — 
but  the  chairmen  have  always  shown 
a  particular  agility  in  bending  to  the 
prevailing  winds  blowing  from  the 
White  House  and  Capitol  Hill. 

For  example,  in  1974  Arthur  Burns 
made  a  moving  speech  stating  that 
inflation  at  10%  might  destroy  West- 
em  Civilization  as  we  know  it.  He 
followed  up  by  tightening  credit  till 
the  prime  reached  15%.  But  when  the 
economy  began  to  free-fall,  WIN 
(Whip  Inflation  Now)  buttons  were 
quickly  cast  aside  and  interest  rates 
were  allowed  to  nose-dive. 

Paul  Volcker  has  already  given  some 
indication  of  his  own  agility  in  the 
inflation/unemployment  battle.  Last 
winter,  when  the  unemployment  rate 

David  Dreman  is  president  of  Dreman  Asso- 
ciates. Investment  Counsel,  Neiv  York,  and 
author  of  Contrarian  Investment  StrategN'  and 
Psychology-  and  the  Stock  Market. 


moved  up  by  between  l'/2%  and  2%, 
the  Fed  changed  direction  180  de- 
grees. Recall  the  unprecedented  drop 
in  interest  rates  that  followed. 

So  here  we  are  again:  an  auto  indus- 
try with  unemployment  levels  near 
those  of  the  Great  Depression,  a  con- 
struction industry  grinding  to  a  halt 
and  numerous  supporting  industries 
being  hard  hit. 

A  21'/2%  prime  rate  will  take  the 
auto  and  housing  industries  even  low- 
er. If  these  unprecedented  rates  break 
consumer  expectations,  the  possibil- 
ity exists  for  a  sharp  and  perhaps  even 
murderous  decline  in  consumer 
spending  temporarily,  accompanied 
by  major  business  slashing  of  inven- 
tories, capital  spending  and  just  about 
everything  else  in  sight.  In  short,  con- 
dition one — greater  unemployment — 
seems  a  high  probability  call.  Will  the 
Fed  really  ride  it  through?  Judging 
from  the  historical  record,  the  answer 
is  very  likely  to  be  no. 

Then  there  is  condition  two.  Practi- 
cal limitations  exist  as  to  how  high 
interest  rates  can  climb  or  how  long 
they  can  be  sustained.  The  financial 
system  simply  is  not  geared  structur- 
ally to  operate  for  extended  periods  on 
the  rates  we  now  have.  Take,  for  ex- 
ample, mutual  banks  and  savings  and 
loans  that  have  major  holdings  of 
mortgages.  What  is  a  7%  mortgage  on 
an  S&.L's  books  worth  with  long-term 
mortgages  at  15%  to  17%?  Maybe  40 
cents  to  45  cents  on  the  dollar.  If  some 
of  them  ran  into  trouble,  the  blood- 
bath would  be  horrendous. 

S&Ls  still  have  billions  of  dollars  of 
savings  deposits  on  which  interest  is 
paid  at  5 '72%  to  5%%.  The  longer 
rates  stay  up,  the  larger  the  number  of 
relatively  unsophisticated  savings  ac- 
counts that  will  switch  to  money 
market  funds  and  other  high-yielding, 
short-term  investments. 

Some  $77  billion  has  already  swung 
to  money  market  funds  alone,  and 
more  is  on  the  way.  Savings  institu- 
tions face  losses  as  high  as  13%  or 
14%,  replacing  the  fleeing  5'/2%  mon- 
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;y.  If  spiraling  interest  rates  were  sus- 
ained  for  long,  the  negative  yield 
pread  would  generate  increasingly 
arge  losses  for  the  S&.Ls  and  mutual 
)anks.  Even  more  disturbing  is  that 
let  worth  represents  only  6%  to  7% 
>f  their  assets.  Thus,  if  they  were 
orced  to  liquidate  mortgages,  a  chain 
if  insolvencies  could  result,  creating  a 
inancial  crisis  that  would  make  the 
Sank  Holiday  of  1933  a  tempest  in  a 
eapot  by  comparison. 

No,  there  doesn't  seem  much 
hance  that  the  Federal  Reserve  could 
How  this  scenario  to  play  out.  In  a 
void  then,  the  Fed  is  in  a  box.  Cru- 
ades  may  be  noble  and,  God  knows, 
lelpful,  but  they're  not  particularly 
iable,  given  the  complex  interre- 
ationships  of  financial  institutions  in 
he  late  20th  century. 

If  a  change  in  direction  in  interest 
ates  is  not  far  off,  what  should  you  do 
Q  the  stock  market?  As  a  contrarian  I 
i/ou\d  steer  to  the  low  P/E,  high-yield 
roups,  which  in  general  have  shown 
bove-average  returns  over  the  years. 
n  particular  I'd  look  for  industries 
hat  investors  have  marked  down  be- 
ause  of  the  current  high  level  of  in- 
erest  rates.  One  such  group  is  bank- 
ng,  where  prices  are  dirt  cheap  in 
pite  of  good  earnings  progress  and 
irst-rate  prospects.  Unless  you  sub- 
cribe  to  the  thesis  that  the  Fed  will 
How  the  banking  system  to  destruct, 
arrying  most  of  corporate  America 
nth  it,  the  major  banks  are  trading  at 
argain-basement  levels  on  both  a  P/E 
nd  a  yield  basis. 

Three  favorites:  Well-managed  C/W- 
orp  is  currently  priced  at  5  times 
amings  and  yields  5.9%.  Earnings 
hould  be  up  modestly  this  year  and 
0%  in  1981.  Over  the  last  five  years, 
amings  and  dividends  have  grown  at 
0%  and  12%  rates,  respectively. 

Security  Pacific,  located  in  Califor- 
ia,  is  the  tenth-largest  bank  in  the 
J.S.  Over  the  past  five  years  earnings 
ave  grown  at  a  16%  rate,  and  should 
e  up  at  least  10%  in  1981.  The  stock 
rades  at  5  times  latest  12-month 
amings  and  yields  6.2% . 

Bank  of  America,  also  based  in  Rea- 
an  country  (Ronald  not  Donald),  is 
lie  nation's  largest  bank.  Earnings 
ave  grown  at  a  1 7%  rate  through  the 
ast  five  years,  and  dividends  at  an 
1%  rate.  Per-share  income  is  up  over 
%  in  1980  and  should  be  up  10%  in 
981.  The  stock  trades  at  6  times 
amings  and  yields  5.3%. 

Not  being  a  card-carrying  gloom- 
nd-doomer,  I'd  rather  invest  in  solid 
Dw-P/E  stocks,  such  as  banks,  than  in 
ans  of  beans  and  bomb  shelters.  ■ 


DOYOU  KNOW  WHICH 
MUTUAL  FUNDS  ARE 
RIGHT  FOR  YOU  NOW? 


United  can  help  you  decide  with  this  package  of 
information  and  advice 


Aggressive  Growth  Funds 

It  is  a  fact  that  there  are  more  than  50  No-Load  Funds  (never  mind  the  multitude  of 
Load  Funds)  which  have  grown  by  100%  to  1000%  in  the  last  5  years.  And  some 
have  grown  30%,  40%  and  50%  this  past  year  alone.  So  it's  time  for  you  to  take  a 
new  look.  And  United  helps  with  an  up-to-date  appraisal  of  30  Aggressive  Growth 
Funds  which  have  outperformed  the  market  since  1974.  There  is  no  guarantee 
that  this  kind  of  appreciation  will  continue,  but  in  this  timely  Report  four  favorites 
are  featured  for  the  investor  who  is  willing  to  take  some  risk  and  maybe  make  some 
real  money. 


Gold  Funds 


At  one  point  in  1980,  eight  of  the  nine  Gold  Funds  which  are  analyzed  in  this  Special 
Report  were  showing  appreciation  ranging  from  53%  to  106% .  But  because  their 
fortunes  are  tied  to  the  price  of  the  yellow  metal,  they  have  also  shown  they  can 
move  down  as  well  as  up.  If  you  are  looking  for  action,  this  may  be  the  place  to  get 
it;  but  where  there  is  upside  performance  like  this,  there  is  also  downside  risk  to  be 
considered.  United  helps  you  with  an  analysis  of  both  possibilities  in  this  Special 
Report  which  is  packed  with  facts  and  figures  on  each  Fund  that  are  real 
eye-openers. 

Money  Market  Funds 

United's  Report  outlines  the  services  each  of  these  liberal-yielding  funds  offers, 
shows  the  average  maturity  of  its  investment  vehicles,  and  tells  what  this  means. 
It  gives  current  yield,  size  of  fund,  whether  or  not  exchange  privileges  are  available, 
and  much  other  useful  information.  Let  United  help  you  decide  which  of  these 
relatively  risk-free  Funds  is  right  for  you. 

Full  year  performance  comparisons 
of411Fundsforl980, 

PLUS 

•  The  Top  25PerformingFunds  •  U nited's  Supervised  List 
of  6  Types  of  Funds  and  •  U  nited's  impartial  advice  on 
which  funds  to  Buy,  Hold,  or  Sell. 


I 


ncluded  with  the  package  is  a  2-issue  Guest  Subscription 
to  United  Mutual  Fund  Selector.  This  entire  package  of 
Mutual  Fund  information  and  advice,  just .  .  .  $  g 


.F1-19 


Name 


Address 


□  I  enclose  $5 

Please  send  me  the  entire 
package  of  Mutual  F"und 
information  and  advice. 


V 


Slate  Zip 
N(it  assignable  withnut  your  cimsi-nt 


UNITED  Mutual  Fund  Selector® 

A   Division  ot  Uniled  Business   Service  Co 
212  NEWBURY  STREET   BOSTON.  MASS  02116 
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Thanks  to  the  vagaries  of  human  nature, 
you  can  be  certain  that  the  market  will  get 
grossly  overvalued  or  undervalued. 

HOW  TO  SELL: 
THE  TAO  THEORY 


By  John  Train 


In  my  last  column 
I  suggested  some 
rules  for  buying. 
Here  is  the  opposite 
side  of  the  coin: 
when  to  selL 

J.  Paul  Getty,  who 
knew  a  lot  about 
making  money  (and 
not  only  in  the  oil 
business),  once 
made  a  sardonic  observation  on  this 
subject  to  a  friend  of  mine:  "I  believe 
in  the  Golden  Rule,"  he  said.  "If  one 
day  I  find  that  people  are  desperate  to 
dump  my  stock  at  less  than  I  know 
it's  worth,  then  I  buy  a  few  hundred 
thousand  shares.  And  if  a  few  years 
later  I  find  they  are  so  optimistic  that 
they  want  to  buy  at  almost  any  price, 
then  I  sell  them  the  shares  again." 

One  constant  of  portfolio  investing 
is  the  cycles  that  govern  the  market. 
Thanks  to  the  vagaries  of  human  na- 
ture, you  can  be  certain  that  from 
time  to  time  the  market  will  get 
grossly  overvalued  or  grossly  under- 
valued. Benjamin  Graham  was  fond  of 
a  little  parable  for  this  idea  that  he 
called  ".Mr.  Market." 

Think  of  yourself,  said  Graham,  as 
owning  your  stocks  in  a  joint  venture 
with  a  virtual  lunatic — the  tens  of 
millions  of  participants  in  the  market 
transformed  into  a  single  eccentric. 

Every  day  your  manic-depressive 
partner  gets  out  of  bed  and,  depending 
on  how  he  feels,  he  offers  either  to 
buy  out  your  half  of  the  venture  or  sell 
you  his  half.  His  offers  are  usually 
emotional  and  ill-considered.  For  in- 
stance, if  he  feels  like  selling,  he'll  say: 
"Take  the  whole  thing  at  half  price." 
And  if  he  feels  optimistic  he'll  say: 
"I'll  buy  you  out  at  double  your  cost." 
You  need  never  accept  any  of  his 

John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  Meu'  ^'orJe,  and  thie  aiitix>r  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 


propositions.  And  except  for  these  of 
fers  of  his,  your  interest  in  the  join 
venture — in  terms  of  the  stream  o 
dividends  that  you  receive — is  com 
pletely  unaffected  by  his  eccentricity 
But  if  you  want  to  take  advantage  o 
them,  you  always  have  that  possibil 
ity.  So  he's  a  very  convenient  partne: 
to  have  around. 

This  is  really  Mr.  Getty's  point  ex 
pressed  somewhat  differently.  If  yoi 
understand  what  you  own,  you  nee( 
never  be  preoccupied  by  what  pric< 
the  market  places  on  it  at  any  particu 
lar  moment.  But  also,  if  you  under 
stand  what  you  own  you  can  tak( 
advantage  of  the  exaggerations  of  th( 
market  to  improve  your  average  cosi 
or  sales  price. 

It  makes  no  sense  to  get  stampeded 
to  be  spooked  into  buying  or  sellinj 
precipitously.  Then  you  become  Mr| 
Market  yourself,  buying  dear  and  sell-| 
ing  cheap.  And  yet,  most  investor^ 
inevitably  will  do  exactly  that.  Th^ 
herd  instinct  is  so  strong  that  only  2 
few  hardened  souls  can  resist  it. 

Anyway,  an  experienced  investor— 
by  which  I  mean  one  who  has  liveq 
through,  let's  say,  at  least  three  com-j 
plete  cycles  of  about  four  years  each— | 
often  gets  so  he  can  feel  in  his  bones 
where  one  is  in  the  sequence.  Is  not 
the  message  clear  enough  when  we 
learn  that  one  new  technology  com- 
pany after  another  zooms  in  price 
right  after  going  public  for  the  first 
time?  The  owners  of  a  business  don't 
sell  their  stock  to  the  public  for  love, 
or  to  enable  it  to  share  in  the  benefits 
of  the  free-enterprise  system:  They  do 
it  to  make  money.  If  they  and  their 
underwriters  think  that  a  full  price  foe 
a  business  that  they  know  intimately 
is  10,  and  the  public  jumps  in  and  runs 
it  up  at  once  to  20,  can  we  not  be 
fairly  confident  that  Mr.  Market  has 
gotten  out  on  the  right  side  of  his  bedl 
and  is  in  a  buying  mood  that  wq 
would  be  wise  to  take  advantage  of?  : 

As  one  begins  to  see  and  hear  thei 
speculative  pot  bubbling,  one  shouldl 
start  getting  increasingly  cautious  andl 
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analytical  about  what's  going  on. 

The  blowoff  rarely  comes  in  exactly 
the  same  form  as  the  time  before.  One 
time  the  froth  is  in  the  " — onics" 
stocks,  another  time  the  hedge  funds, 
another  time  the  conglomerates :  To- 
day, the  public  is  infatuated  with  op- 
tions as  a  route  to  quick  wealth,  like 
the  leveraged  trusts  of  the  1920s.  Even 
more  extraordinary  is  the  vast  excite- 
ment surrounding  commodities.  On  a 
good  day  the  dollar  volume  m  soy- 
beans alone  equals  that  of  the  whole 
New  York  Stock  Exchange!  All  those 
frantic  commodity  speculators  are  go- 
ing to  retire  impoverished  and  bitter 
from  that  crazy  casino.  Commissions 
take  50%  to  100%  of  their  equity  in  a 
single  year.  They  can't  fight  that.  And 
their  disillusionment  will  take  a  lot  of 
other  values  down  with  it. 

I  remember  back  in  1972  talking  to 
a  close  friend  of  mine  who  used  a 
good,  steady  investment  counsel  firm 
that  year  in,  year  out  beat  the  market, 
both  in  rising  markets  and  in  falling 
ones.  He  suddenly  announced  to  me 
that  his  sister  had  an  account  that  had 
risen  50%  in  one  year  with  a  hot 
brokerage  firm  of  the  day,  whereas  his 
own  account  at  the  steady  firm  had 
only  gone  up  30%.  "I'm  going  to 
switch  over  to  Whizkind  Co.,"  he 
said.  "I  don't  want  to  miss  out  on  the 
action.  It  doesn't  happen  that  often. 
This  may  be  my  big  chance." 

"You're  crazy,"  I  said  to  him. 
"Have  you  actually  looked  at  what 
they've  got  your  sister  invested  in?  A 
lot  of  it  could  be  junk  stocks  for  which 
there  may  not  even  be  a  market  when 
this  fever  passes.  Before  you  get  per- 
suaded by  performance  you've  got  to 
see  how  the  performance  is  achieved, 
just  as  in  mountain  climbing."  I'm 
fond  of  climbing,  and  I  know  well  that 
there  are  no  bold  guides  who  are  also 
old  guides.  Sooner  or  later  the  long- 
shot  avalanche  or  sudden  storm  will 
occur,  and  if  you're  out  of  position, 
you're  cooked.  What  happens  if  any  of 
the  many  factors  that  could  cause  the 
present  bull  market  blowoff  to  end 
suddenly  occurred  and  you  were  load- 
ed up  with  startups  and  concept 
stocks?  Your  portfolio  could  experi- 
ence a  grave  impairment  not  only  of 
market  prices  but  of  real  values,  as 
both  the  market  and  business  decline. 

So  relax,  try  and  develop  an  accu- 
rate perception  of  the  value  of  your 
holdings,  and  if  Mr.  Market  is  desper- 
ate to  buy  them,  then  observe  the 
Golden  Rule  and  let  him  have  a  few. 

That's  what  I  call  the  Tao  of  invest- 
ing; giving  way  intelligently,  just  as  in 
judo.  ■ 


Special  Introductory  Trial  Offer! 

Value  Line  for  the  next 
10  weeks  for  only  $33 


Reasons  for  this  offer: 

Here's  an  opportunity  to  receive 
the  complete  Value  Line  Ser- 
vice for  the  next  10  weeks  at 
about  half  the  regular  rate.  This 
offer  is  limited  to  one  individual 
in  a  household  that  has  not  al- 
ready had  a  subscription  to  The 
Value  Line  Investment  Survey 
during  the  past  two  years.  Why 
do  we  offer  this  price  reduction 
to  new  trial  subscribers  only? 
Because  we  have  found  that  a 
high  percentage  of  those  who 
once  try  Value  Line  for  a  num- 
ber of  weeks  stay  with  it  on  a 
long-term  basis.  The  resulting 
increase  in  circulation  enables 
us  to  provide  the  service  to  our 
long-term  subscribers  for  a  low- 
er annual  rate  than  would  other- 
wise be  possible. 

Complete  Coverage: 

The  Value  Line  Investment  Sur- 
vey continually  reviews  more 
than  1700  stocks.  Key  data  and 
ratings  of  each  stock  are  up- 
dated every  week  in  our  Sum- 
mary &  Index.  In  addition,  each 
stock  is  the  subject  of  a  new 
full-page  report  every  1 3  weeks, 
in  regular  rotation.  About  130 
new  full-page  reports  are  issued 
each  week.  Filing  takes  less 
than  a  minute  a  week.  All  this 
material  is  so  organized  in  your 
binder  that  you  can  quickly  turn 
to  a  continually  updated  report 
on  almost  any  leading  stock. 
You  also  receive  our  weekly 
"Selection  and  Opinion"  sec- 
tion bringing  you  Value  Line's 
forecast  of  the  economy  and 
the  stock  market,  advice  on  in- 
vestment policy,  in-depth  analy- 
ses of  especially  recommend- 
ed stocks,  Value  Line  market 
averages,  and  other  features. 

Special  Invitation 

You  can  receive  the  complete 
Value  Line  Investment  Survey 


for  the  next  10  weeks  for  only 
$33— about  HALF  the  regular 
rate— if  no  one  in  your  house- 
hold has  subscribed  in  the  past 
two  years.  And  you  get  these  2 
bonuses: 

BONUS  #1 

Value  Line's 
2000-page  In- 
vestors Refer- 
ence Service, 
including  our 
latest  full-page 
Reports  on 
each  of  1700  stocks.  .  .  fully  in- 
dexed and  looseleaf-bound  for 
easy  reference,  and  systematic- 
ally updated  by  new  full-page 
Reports  in  the  weeks  ahead. 
Filing  takes  but  a  minute  a  week. 


Evaluating 
Common 
Slocks 


BONUS #2 

Evaluating  Com- 
mon Stocks,  by 
Arnold  Bernhard, 
Value  Line's  found- 
er and  research 
chief,  revealing 
methods  of  stock  evaluation  that 
took  decades  to  develop.  You 
KEEP  this  book  even  if  you  re- 
turn the  other  material  for  your 
money  back. 

Money  Back  Guarantee: 

If  you  find  that  The  Value  Line 
Service  is  not  all  that  you  ex- 
pect it  to  be,  you  may  return 
the  material  we  send  you  within 
30  days  for  a  full  refund  of 
your  $33. 

See  for  yourself  how  Value 
Line's  independent  investment 
advisory  service  might  help  you 
maximize  your  investment  profit 
possibilities  and  reduce  your 
investment  risk. 

PHONE  YOUR  ORDER  TOLL  FREE: 
If  you  have  Master  Charge, 
or  Visa  1-800-331-1750 
(Operator  13)  24  hrs.  7  days  per  wk. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  A  Co.,  Inc.,  711  Third  Avo.,  N.V.,  N.Y.  10017 


INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  for  $33  to  The 
Value  Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the  tv»o 
bonuses  listed  above.  Trial  subscription 
must  be  accompanied  by  payment. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1  Year  (52  issues)  subscrip- 
tion for  $330  and  send  me  the  two  bonuses 
listed  above.  There  are  no  restrictions  with 
this  annual  subscription. 

SPECIAL  EXTRA  BONUS 

A  famous-make  pocket-  ^^^Jv^^l 
size  CREDIT  CARD/SUPER  f"^ 

SLIM  LCD  CALCULATOR  — "s;;:; 

(with  full   memory)  given  '  

to  you  when  you  order  The  Value  Line  In- 
vestment Survey  for  one  year  (must  be  ac- 
companied by  payment) 


816J19 

□  My  payment  is  enclosed  □  Please  charge 
to:   □  American   Exp.   □  Master  Charge 

□  Visa  Expiration  Date   

Account*   

Subscription  tax-deductible  and  non-as- 
signable 


signature 


Name 


Address 


Apt.  No. 
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State 


Zip 
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The  July  versus  November  soybean  trade  is 
at  once  dynamic,  dramatic,  potentially  re- 
warding and  very  risky. 

NOT  FOR  NERVOUS 
NELLIES 


By  Stanley  W.  Angrist 


Spread  traders, 
when  queried  about 
why  they  make 
such  trades,  often 
give  as  their  chief 
reason  that  spreads 
are  not  as  volatile  as 
outright  long  or 
short  positions,  and 
thus  they  offer 
greater     peace  of 


mind.  The  spread  discussed  here  will 
offer  little  peace  of  mind  but  will  offer 
perhaps  a  substantial  profit. 

The  trade  is  luly  versus  November 
soybeans.  It  is  at  once  dynamic,  dra- 
matic, potentially  rewardmg  and  very 
risky.  It  is  the  ultimate  "old  crop/new 
crop"  spread,  where  July  represents 
the  last  major  marketing  month 
(though  August  is  old  crop  as  well), 
while  November  is  the  first  major 
marketing  month  of  the  new  crop. 
Donald  M.  Selkin,  a  research  analyst 
at  Merrill  Lynch,  has  provided  an  ex- 
cellent review  of  this  spread. 

Because  of  the  drought  and  poor 
growing  conditions  experienced  last 
summer  we  are  in  the  midst  of  a  very 
bullish  crop  year.  In  such  years  as  this, 
July  generally  rises  to  a  healthy  premi- 
um over  Novem.ber  based  on  the  as- 
sumption that  supplies  of  ending 
stocks  will  be  tight  by  the  time  the 
marketing  year  ends  on  Aug.  31. 

Last  year  and  1976  were  bearish 
crop  years.  Under  such  circumstances 
the  July/November  spread  acts  just  the 
opposite  of  what  is  described  above: 
The  July  option  drops  to  a  discount  to 
November.  The  prospect  of  huge  car- 
ryover drives  July  down  relative  to 
November;  furthermore,  July's  low 
price  sends  out  a  loud  and  clear  signal 
to  soybean  farmers  to  cut  back  their 
bean  plantings,  which  adds  strength 
to  the  November  option. 


Stanley  W.  Angrist  Ls  a  professor  at  Carnegie- 
Mellon  Uttiversity  and  the  author  of  Sensible 
Speculating  in  Commodities. 


But  what  can  we  expect  for  the  bal- 
ance of  this  crop  year,  which  ends  on 
Aug.  31,  1981?  Examination  of  the 
spread's  behavior  in  similar  years  of- 
fers the  best  hope  for  some  guidance. 
In  the  1972-73  crop  year  beans  hit 
their  alltime  high  of  $12.95  per  bush- 
el, and  the  spread  moved  out  from  a 
50-cent-premium  July  to  a  record  high 
$5  premium  per  bushel  for  July,  just 
before  President  Nixon  announced  an 
embargo  of  further  U.S.  soybean  ex- 
ports. The  spread  lost  $4  in  a  couple  of 
weeks  after  that.  The  final  carryover 
of  beans  that  year  was  only  59  million 
bushels,  which  was  4.6%  of  usage,  a 
record  low  figure. 


between  16%  and  17%  of  usage  i 
those  years. 

The  analysis  presented  here  su, 
gests  strongly  that  the  behavior  of  t\ 
spread  is  most  directly  related  to  tf 
endmg  carryover  stock  as  a  percen 
age  of  usage.  When  the  carryover  pe 
centage  is  lowest,  July  moves  to  i 
biggest  premium,  as  happened  i 
1972-73  and  1976-77;  and  when  tl- 
carryover  percentage  is  highest,  as 
was  in  1975-76  and  1979-80,  July  go^ 
to  a  discount  to  the  November.  j 

If  one  assumes  as  correct  the  Ni  \ 
vember  crop  estimate  of  1.77  billio 
bushels  and  adds  to  it  the  359-mi 
lion-bushel  carryover  from  last  ycc 
to  get  a  total  supply  of  2.13  billio 
bushels,  then  assumes  a  usage  of  1 .9 
billion  bushels,  one  arrives  at  a  ca 
ryover  of  180  million  bushels.  Such 
carryover  represents  9.2%  of  projec 
ed  usage. 

Based  on  recent  history,  such  a  ca 
ryover  cannot  support  a  major  prem 
um  for  July  over  November.  Currer 
usage  is  running  behind  last  year 
rate.  The  one  factor  that  could  drc 
matically  increase  demand  and  thu 
lower  carryover  is  trouble  with  th 
South  American  bean  crop  now  bcm 


What  next  for  soybeans? 


Depending  on  whether  we  are  in  a  bull  crop  year  such  as  1978-79  or  a  bear  crop  yea 
like  1979-80  determines  how  a  spread  on  soybeans  will  act.  This  chart  shows  July'; 
price  in  cents  per  bushel  over  or  under  the  November  contract. 

Discount  or  premium — luly  under/over  November  (cents  per  bushel]  Baseline;  Novembe 


Suuice.  Merrill  Lvnch 


The  bull  market  of  1976-77  was  a 
similar  story  as  the  spread  went  from 
about  50  cents  July  over  to  $3  over  in 
April  when  beans  reached  their  sec- 
ond alltime  high  of  $11  per  bushel. 
Again  price  did  its  job  of  rationing 
supplies,  beans  collapsed  to  $5.75  and 
the  spread  dropped  to  20  cents  over. 
Carryover  stocks  that  year  were  103 
million  bushels,  or  7.2%  of  usage. 

The  bull  years  of  1977-78  and  1978- 
79  saw  the  spread  move  out  to  $1.20 
and  80  cents  July  over  before  settling 
at  40  cents  and  10  cents  over.  In  both 
years  the  final  carryover  stocks  were 
about  9.4%  of  usage.  The  bear  market 
years  of  1975-76  and  1979-80  had  July 
at  a  discount  to  November  for  most  of 
the  season  because  ending  stocks  ran 


planted.  Such  a  development  woul 
lend  considerable  strength  to  the  Jul 
contract.  On  the  other  hand,  continu 
ing  high  interest  rates  will  be  bearisl 
for  this  spread,  applying  pressure  ti 
JuFy  relative  to  November. 

I  would  play  this  spread  both  ways 
If  the  spread  rises  back  to  an  80-cen 
premium  for  July,  I  would  buy  Novem 
ber  and  sell  July.  If  the  premium  drop 
to  only  10  cents  premium  July, 
would  buy  July  and  sell  November,  h 
either  case  I  would  look  for  a  30-cen 
profit  ($1,500  per  spread).  I  would  risl 
no  more  than  20  cents  ($1,000  pe 
spread)  from  my  entry  point.  Thi 
margin  on  a  July/November  beai 
spread  is  about  $1,000;  the  round- tun 
commission  about  $85.  ■ 
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What  stocks  should  you  target  for  buying  now: 


Send  today  for  your 
Investors  Planning  Kit 


Get  facts,  figures,  analysis,  appraisal  of  risk. 
United s  clear  recommendations  and  advice. 


COLD  STOCKS 

ij"  Buy?  Hold?  or  Sell? 

United's  analysts  have  taken  a  long  look  at  this  precious  metal 
and  some  of  the  stocks  which  underly  the  ever-changing  medium 
of  exchange.  What  are  the  prospects  for  American  mines  now 
that  it  has  become  economic  to  extract  from  some  places 
which  could  not  have  paid  out  at  the  old  prices?  Should  you  buy 
at  this  time?  Which  ones?  You'll  want  to  know  what  United 
is  recommending. 


7 Takeover  candidates 
to  buy  now: 

Takeover  stocks  have  shown  sizable  price  gains  over  the  past 
year  or  two.  However,  it  is  not  easy  to  tell  in  advance  who  is 
going  to  try  to  take  over  whom.  United  has  done  the  research  for 
you  and  presents  for  your  consideration  an  attractive  group 
of  companies  which  seem  to  fit  the  bill.  They  look  like  a  good 
place  to  start  prospecting  in  your  attempt  to  make  money 
in  takeovers. 
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Oil  Stocks 

U nited  believes  some  are  good  buys  right  now 


Amerada  Hess 
Atl  Richfield 
Brit  Petroleum 
Cities  Service 
Conoco 


Exxon 
Getty 
Gulf 
Kerr-McGee 
Marathon 
Mobil 


Natomas 
Occidental 

Phillips 
Royal  Dutch 

Shell  Oil 
Std  Oil  Calif 


Std  Oil  Ind 
Std  Oil  Ohio 
Sun  Co. 
Texaco 
Union  Oil 


7 High  Tech  Stocks 
Glamour  Stocks  of  the  '80's 

The  investing  public  has  been  high  on  high-tech  stocks  the  last 
few  months,  and  some  of  them  have  not  disappointed  those  who 
were  willing  to  accept  the  risk  in  growing,  dynamic,  young 
companies.  We've  picked  a  few  high-tech  stocks  which  look  good 
to  us  for  the  long  term.  These  are  for  the  aggressive  investor 
who  is  willing  to  weigh  the  risk  against  profit  in  buying  these 
attractive  speculations. 
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Income  issues 
for  retirement  now 


8 


Growth  stocks 
for  retirement  later 


If  you  are  thmking  of  easing  off,  or  you  have  already  started  to, 
you  might  be  particularly  interested  in  this  portfolio  which  offers 
you  liberal  income  with  potential  for  dividend  increases  and 
moderate  capital  gains. 


The  prudent  young  people  of  today  do  not  wait  until  they  are 
middle-aged  to  plan  for  their  retirement.  This  portfolio  should 
especially  interest  those  individuals  starting  to  plan  now. 


Q/1  Utility  stocks 

United's  oi 


own  13  point  evaluation 

United  analysts  know  that  each  utility's  individual  strengths  and 
weaknesses  can  mean  a  lot  to  its  investment  performance.  For 
instance,  there  is  a  significant  difference  in  whether  it  uses  coal, 
water,  oil  or  nuclear  It  can  be  deeply  affected  by  the  regulatory 
:limate  in  its  area.  In  this  analysis  we  show  main  fuel  source,  rate 
the  attitude  of  the  regulatory  bodies,  and  present  11  other 
important  factors.  All  thirteen  points  are  weighed  before  we  give 
you  our  advice  on  which  utility  stocks  we  believe  you  should  buy, 
liold  or  sell. 
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Low-priced  stocks 
selected  for  profit: 


For  those  investors  searching  for  higher  profits.  United  recom- 
mends a  special  selection  of  7  low-priced  stocks.  Though  still 
selling  at  low  prices,  the  stocks  in  this  group  have  some  very 
intriguing  earnings  records  and  potentials.  To  spread  your  risk 
and  improve  your  opportunity  for  profit,  we  suggest  you  buy  at 
least  two  or  three  of  these  well-situated  low-priced  stocks. 


Plus  a  full  8-Week  Subscription  to  United  Reports 


tock  Market  Analysis  and  specific  recommendations  •  General  Business  Forecast 
he  Supervised  List  •  Buying  advice  of  other  services  •  Bonds  and  Preferred  Stocks 
locks  to  sell  or  avoid  •  New  product  studies  •  Views  of  leading  authorities .  .  . 
i  much  more 

'ssne  subscription  to  United  Reports  alone  is  a  $20  value.  $p' 

This  entire  package  only . ..  O 


MAIL  THE 
POSTAGE  PAID  REPLY  CARD  TODAY! 
SEND  NO  MONEY.  .  .  WE  WILL  BILL  YOU 

210  Newbury  Street,  Boston.  MA  02116 

HUNTTED 

Business(5^Investnient  Service 


For  a  tax-deductible  fee 
and  less  than  $8  an  hour, 

you  can  take  on  a 
bright  college  business 
major  from  another  country 
for  2  to  18  months. 


Got  a  special  project  nobody 
has  time  for  that  needs  brains 
and  initiative  as  well  as  a  pair  of 
hands?  Or  want  to  give  someone 
from  another  country  on-the-job 
assessment  before  your  company 
decides  to  hire  him  or  her  back 
home?  Take  on  an  AIESEC 
college  graduate. 

For  over  30  years  AIESEC* 
has  provided  a  chance  for  inter- 
national business  training  for 
over  100,000  highly  motivated, 
articulate  and  intelligent  college 
students,  including  over  8,000 
Americans. 

They  benefit.  You  benefit— 
whether  you  are  internationally 
minded  or  not. 

Thousands  of  smart  compa- 
nies, both  domestic  and  inter- 
national, both  large  and  small,  tap 
AIESEC  brains.  Why  don't  you? 
It's  not  often  you  can  get  one  at 
such  a  bargain.  May  we  talk? 

Write  AIESEC,  622  Third  Ave- 
nue, N.Y.,  N.Y.  10017.  Or  phone 
collect:  (212)  687-1905.  Some- 
one from  one  of  our  60  offices 
around  the  U.S.  — -— j 
will  contact  you. 


*AIESEC  (Eye'sec)  stands  for  Association 
Internationale  des  Etudiants  en  Sciences 
Economiques  et  Commerciales.  In  plain 

English  that  means  International  Association 
of  Business  and  Economic  Students. 
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Psychology  &  Investing 


Many  investors  are  convinced  well  have 
another  economic  downturn,  and  that  it\ 
already  has  been  discounted.  But  has  it?  | 

PRAYING  FOR 
SUNSHINE 


By  Snilly  Blotnick 


Do  THESE  seem  like 
especially  gloomy 
times  to  you?  Has 
the  economic  and  fi- 
nancial news  you've 
recently  been  read- 
ing appeared  relent- 
lessly grim? 

Maybe  so,  but 
you'd  never  know  it 
talking,  as  I  do  con- 
stantly, with  ordinary  investors.  If 
you  need  a  boost,  find  it  here.  Winter 
may  have  just  begun,  but  for  them  it  is 
spring.  Birds  are  chirping,  bees  are 
humming.  They  are /'en'  optimistic. 

About  what?  They  are  convinced 
that  the  market  bottomed  on  Dec.  1 1, 
1980,  and  that  any  serious  setbacks 
are  behind  them.  As  one  put  it: 
"We're  out  of  the  clouds  now.  We 
know  what's  going  to  happen  to  us. 
The  market  has  even  discounted  an- 
other recession." 

Oh,  really?  That's  a  glib  statement. 
The  only  way  to  determine  before- 
hand whether  an  event  already  has 
been  discoimted  is  to  find  out  how 
many  investors  really  expect  it  to  hap- 
pen. The  market  isn't  an  abstract 
mechanism,  though  it  is  commonly 
treated  as  if  it  were.  Its  movements 
are  the  result  of  the  individual  actions 
of  very  real  human  beings.  Millions  of 
them.  People,  not  machines.  And  a 
majority  of  those  people  are  of  the 
belief  just  now  that  "the  worst  is 
over."  In  fact,  more  than  78%  of  the 
ones  I  survey  are  of  the  opinion  that 
"the  market  has  nowhere  to  go  but 
up."  (Remember,  they're  talking 
about  the  market,  not  the  economy.) 
That  is  a  22%  mcrease  in  less  than 
two  weeks.  Apparently,  investors  are 
very  impressed  by  the  strong  rebound 
the  market  displayed  from  its  intra- 

Dr.  Srully  Blotnick  is  a  practicing  ps\  clx>logist 
and  autlx)r  of  Getting  Rich  Your  Own  Wa\' 
and  Winning:  The  Rs\cholog\-  of  Successful 
Investing. 


day  low  of  under  900  on  the  Dow  oi 
Dec.  11  to  970  of  late. 

Maybe  it's  just  holiday  cheer,  an« 
has  nothing  to  do  with  the  busincs 
and  market  cycles.  There  is  typicall; 
an  increase  in  investor  spirits  thi 
time  of  year,  averaging  7% .  Howevei 
the  weeks  after  New  Year's — the  an 
nual  equivalent  of  the  moming  after- 
normally  see  a  different,  less  buoyan 
mood  come  to  prevail. 

Last  year  the  partygoers  lingered 
and  the  market  fizzle  didn't  occur  un 
til  February.  Most  investors  are  of  th( 
opinion  that  nothing  similar  is  likeh 
to  happen  this  time  around.  One  mea 
sure  of  their  confidence  is  especialh 
telling:  Rather  than  liquidating  stock: 
they've  been  holding  on  margin,  ii 
the  face  of  record-high  interest  rates 
they  have  expanded  their  holdings. 

"The  way  I  figure  it,"  said  a  50 
year-old  supermarket  manager,  "m^ 
downside  risk  is  limited.  Rates/x/re  t( 
fall,  and  the  market  has  to  go  up."  Th( 
result:  Margin  debt  has  mushroomei 
to  a  record  $14.1  billion. 

It  is  important  to  keep  in  mind  tha 
a  sizable  portion  of  that  amount  ha: 
been  generated  by  investors  whost 
outlook  for  the  market  is  either  neu 
tral  or  negative.  Those  who  are  bear 
ish  in  many  instances  have  gone  shor 
(which  they  have  to  do  on  margin,  i 
they  don't  own  the  stock),  and  lately 
have  maintained  or  even  expandet 
the  size  of  their  short  position.  The) 
are  expecting  a  decline  in  stock  price; 
just  as  the  bulls  are  expecting  a  rise 
As  -a  55-year-old  attorney  put  it:  ". 
think  there's  plenty  of  bad  new< 
ahead.  I  don't  believe  we've  heard  ii 
all."  He  IS  short  Disney  and  AMP. 

Another,  a  41 -year-old,  wealthy, 
soft-drink  bottler,  is  neither  bullish 
nor  bearish.  His  portfolio  has  drasti- 
cally changed  character  recently,  anc 
is  now  completely  hedged.  It  consists 
of  calls  (which  are  in  the  money)  or 
Honeywell  and  Johnson  &  Johnson, 
combined  with  short  positions  he  es- 
tablished this  week  in  both  stocks. 

In  brief,  investors  of  every  frame  ol 
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ind — positive,  neutral  and  nega- 
te— currently  are  contributing  to 
e  record  short-interest  and  margin- 
bt  statistics. 

The  majority,  though,  are  of  a  de- 
ledly  bullish  outlook.  It  may  sound 
d,  but  many  have  reached  that  view 

default:  They're  tired  of  being  pes- 
nistic.  "I  just  can't  stand  any  more 
k  about  gloom  and  doom,"  said  a 
-year-old  merchandise  manager  at  a 
ijor  department  store.  "The  next 
ne  someone  tells  me  the  world  is 
ming  to  an  end,  I'm  going  to  help 
ake  certain //je/rs  does." 
[  too  have  grown  weary  of  hearing 
e  same  pompously  pessimistic  pro- 
uncements  repeated  endlessly  by 
licken  Littles.  But  the  switch  in 
vestor  sentiment,  which  should 
entually  occur  as  a  result  of  Rea- 
n's  election,  hasn't  yet  begun  to  evi- 
nce itself.  A  shift  from  pessimism 

optimism  is  simply  not  enough, 
ore  is  needed.  The  most  crucial  fac- 
r  is  a  transition  from  the  predomi- 
ntly  speculative  mentality  that  has 
;vailed  among  investors  to  one  in 
lich  investing  for  the  long  term  is 
ce  again  the  principal  focus. 
Speculators  always  have  a  legiti- 
me place  in  any  active  market, 
ley  help  provide  liquidity  if  nothing 
;e,  thanks  to  the  greater  frequency 
th  which  they  make  transactions, 
t  for  the  moment  almost  all  the 
vestors  in  my  sample  are  thinking 
d  acting  like  speculators — tense  and 
;nzied  ones  at  that,  eager  to  play 
th  every  new  toy  the  market  offers. 
It  for  them,  it's  not  fun  and  games, 
s  financial  life  or  death,  an  attitude 
rn  speculators  shun.  "Stay  loose,"  is 
phrase  crapshooters  often  say  en- 
uragingly  to  one  another.  Yet  most 
vestors  who  have  been  forced  into 
e  speculator's  role  are  playing  it  rig- 
[y,  fitfully — a  tacit  admission  that 
s  not  for  them. 

The  upshot:  Investors  have  prob- 
ly  gotten  ahead  of  themselves  for 
e  moment.  Eager  for  some  sun- 
ine,  they've  snatched  every  ray  of 
ipe  they  could  find  from  the  im- 
ense  and  growing  pile  of  bleak  eco- 
imic  forecasts.  As  a  result,  they 
ve  concluded  that,  as  one  put  it, 
rom  here  on  out,  it's  rally  time." 
I  wish  that  were  the  case.  What's 
ore  likely  is  that  the  market  will 
main,  at  best,  in  a  trading  range, 
imble  traders  will  be  the  ones  who 
ntinue  to  do  well.  At  worst,  more 
lO-point  plunges  will  occur  periodi- 
lly,  in  order  to  let  out  some  of  the 
It  air  generated  by  overheated  inves- 
r  expectations.  ■ 


TAX  FREE  BONDS. 

Ask  the  man  who  owns  them. 


"I'm  an  expert  in  my  field.  But  I'd  be 
the  first  to  admit  I  don't  have  the  time 
or  training  to  best  manage  my  portfolio. 
That's  why  1  count  on  tne  investment 
specialists  at  MVS. 

"Obviously  I  realize  that,  being  in 
the  50%  tax  bracket,  I  would  have  to 
earn  20%  in  some  other  investment  to 
equal  the  10%  tax  frees  earn  for  me. 

"Certainly  1  appreciate  that  kind  of 
return.  I  like  the  opportunities  for 
growth  that  municipal  bonds  offer, 
but  most  of  all  1  Uke  the  security. 

"I  deal  with  MVS  because  their  only 
business  is  tax  free  bonds.  And  with  the 
hundreds  of  millions  of  dollars  they  do 
in  municipals,  1  know  1  can  count  on 
them  to  find  the  surest  way  to  achieve 
my  investment  goals. 

"The  specialists  at  MVS  give  me  the 
information  and  attention  I  deserve. 
It's  a  winning  investment  combination." 
For  the  story  on  how  tax  free  bonds 
can  work  for  you,  talk  to  the  specialists 
at  MVS.  It's  their 
business  to  know. 


NAME   

ADDRESS 


A1ulti-l/est  SecuritieSjInc. 


CITY/STATE/ZIP 


63  WALL  STREET 
NEW  YORK  10005 
212-425-0366 
800-221-5136 

Members.  NASD/SIPC 


bihldassets 
easter  with  fdit's 

HIGHYIHJ>AND  j, 
AK  IMPORTANT  ^ 
PUIS. 


Fidelity  now  offers  you  a  way  to  defer 
current  taxes*  on  FDlT's  high  current  money 
market  yields.  This  plan  is  called  Fidelity 
INCOME  PLUS.  It  can  speed  up  the  accumu- 
lation of  assets  for  retirement  or  other  long- 
term  goals. 

You  still  enjoy  the  benefits  of  stability  of 
principal  and  high  daily  income.  Plus  you 
defer  taxes  on  income  until  you  draw  it  out. 

F"or  more  information  on  FDlTand 
Fidelity  INCOME  PLUS,  call  Fidelity  today. 


Fidelity  INCOME  PLUS  has  been  filed  in  most  states,  but  may  not  yet  be 
available  in  <ill  states  where  filed. 

'  The  Internal  Revenue  Service  has  recently  issued  a  revenue  ruling 
whic  h  questions  the  tax  deferred  status  of  variable  annuities  funded  by 
savin>;s  and  loan  account^.  Fidelity  INCOME  PLUS  has  received  an  opin- 
ion of  tax  counsel  that  this  rulinK  d"t-s  not  affect  the  tax  status  of  Fidelity 
INCOME  PLUS. 

Fidelity  INCOME  PLUS  is  the  Fidelity  Variable  Annuity  Account,  a  sep- 
arate account  of  Pacific  Life  Fidelity  Insurance  Company, 


HDEUTY 

INCOME  m 


(The  Rdefity  Variable  Annuity  Account) 

P.O.  Box  832,  Dcpt     JB  01 1981 

82  Devonshire  St.,  Boston.  Mass.  02103 

For  more  compk'te  infortnation,  includ- 
ing fees  and  expenses,  please  lente  or 
call  for  the  prospectuses.  Read  them  care- 
fully before  you  invest  or  send  money. 


Fidelity 'Over  $9  blllion  o(  assets  under 
Group  management. 
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We  are  heading,  not  into  a  financial 
crunch  but  into  a  financial  crisis.  If  you 
don't  know  the  difference  you  soon  will. 

LEfs  GET  rr 

OVER  WITH 


By  Ashby  Bladen 


The  20- year  trend 
toward  financial  di- 
saster, of  which  I 
have  become  the 
unhappy  chronicler, 
may  yet  be  reversed 
in  time  to  prevent 
really  serious  trou- 
ble. During  the  last 
few  weeks  two 
events  of  potentially 
decisive  importance  have  occurred. 
First,  Congressmen  Kemp  and  Stock- 
man's memorandum  to  President- 
elect Reagan  was  made  public.  Sec- 
ond, Mr.  Reagan's  Chief  of  Staff, 
James  Baker,  indicated  that  he  would 
probably  act  upon  it. 

Let  me  quote  part  of  the  Kemp- 
Stockman  memorandum:  "President 
Reagan  will  inherit  thoroughly  disor- 
dered credit  and  capital  markets,  pun- 
ishingly  high  interest  rates  and  a  hair- 
trigger  market  psychology  poised  to 
respond  strongly  to  early  economic 
policy  signals  in  either  favorable  or 
unfavorable  ways.  ..."  Then  the 
memorandum  gets  to  the  real  point: 
'The  preeminent  danger  is  that  an 
initial  economic  policy  package  that 
includes  the  tax  cuts  but  does  not 
contain  decisive,  credible  elements  on 
matters  of  outlay  control,  future  bud- 
get authority  reduction  and  a  believ- 
able plan  for  curtailing  the  federal  gov- 
ernment's massive  direct  and  indirect 
credit  absorption  will  generate  perva- 
sive expectations  of  a  continuing  'Rea- 
gan inflation.'  "  That's  a  long  sen- 
tence, but  an  important  one.  It  says 
that  Kemp-Roth  type  tax  cuts  are  a 
recipe  for  mflation  unless  matched  by 
huge  cuts  in  on-  and  off-balance-sheet 
financing  by  the  federal  govemment. 

Thus  the  battle  for  Reagan's  ear  be- 
tween the  Lafferites  and  the  conserva- 

Ashby  Bladen  is  senior  vice  president-invest- 
ments for  the  Guardian  Life  Insurance  Co.  of 
America,  and  author  of  How  to  Cope  with  the 
Developing  Financial  Crisis. 


tives  seems  to  be  ending  in  a  compro- 
mise that  is  the  best  possible  outcome 
under  the  circumstances.  The  rapid 
growth  of  the  subterranean  economy 
is  a  clear  waming  that  personal  tax 
rates  simply  have  to  be  cut,  or  the 
income  tax  system  will  eventually  col- 
lapse. On  the  other  hand,  Kemp  and 
Stockman  are  absolutely  right  that  a 
tax  cut  unaccompanied  by  a  firm  com- 
mitment to  make  offsetting  cuts  in 
expenditures  would  precipitate  a  col- 
lapse of  the  financial  markets.  In  my 
last  column  I  said  that  the  long-term, 
fixed-interest-rate  mortgage  is  virtual- 
ly dead.  That  portends  not  only  a  con- 
tinuing decline  in  housing  construc- 
tion but  also  a  crash  in  house  prices 
that  will  adversely  impact  the  finan- 
cial condition  of  the  many  American 
families  whose  main  assets  are  their 
homes.  The  long-term  bond  market  is 
also  fading  fast,  and  if  that  trend  con- 
tinues it  will  make  the  financing  of 
productive  real  investment  impossi- 
ble. In  short,  inflation  has  reached  the 
point  of  crisis,  and  decisive  action 
along  the  lines  that  they  recommend- 
ed is  absolutely  essential. 

There  are  two  other  features  of  this 
memorandum  that  deserve  comment. 
First,  note  the  central  role  that  it  gives 
to  expectations  as  expressed  in  the  fi- 
nancial markets.  One  of  the  main  rea- 
sons economists  and  politicians  have 
made  a  botch  of  economic  policy  dur- 
ing the  last  20  years  is  that  they  have 
considered  market  developments  to 
be  merely  colorful  exotica  that  are  ir- 
relevant to  their  work.  Until  now 
they  have  consistently  ignored  the 
message  that  the  market  has  been  try- 
ing to  send  them  for  a  decade.  The 
message,  loud  and  clear,  is:  Continu- 
ing inflation  will  eventually  cause  the 
financial  system  to  break  down,  and 
will  make  the  financing  of  real  eco- 
nomic activity  impossible. 

Second,  note  the  clarity  and  style  of 
the  Kemp-Stockman  passage  I  quoted. 
It  has  been  my  experience  that  people 
who  write  clearly  about  complicated 
matters  do  so  because  they  also  think 


clearly.  I  suspect  that  in  choosing  D 
vid  Stockman  to  head  the  Office 
Management   &   Budget,  Presidei 
Reagan  has  picked  a  real  winner. 

The  problem  we  face  is  not  one 
controlling  inflation  or  of  reducing  i 
rate,  but  one  of  getting  rid  of  it.  Tl 
mechanical  cause  of  inflation  is  sir 
ply  an  excessive  rate  of  debt  form 
tiou;  but  today  borrowers  believe  th. 
the  way  to  stay  ahead  of  inflation  is 
be  as  heavily  in  debt  as  possible,  ar 
lenders  believe  that  the  inflation  wi 
bail  out  their  bad  loans.  Until  som 
thing  happens  to  remind  people  thj 
borrowing  and  lending  are  inherent! 
risky  and  should  be  done  only  cai 
tiously  and  with  moderation,  the  ii 
flation  will  continue  to  accelerat 
The  best  way  to  remind  us  of  that 
to  precipitate  a  financial  crisis  thj 
causes  bankruptcies  and  losses  for  in 
prudent  borrowers  and  lenders.  Th 
alternative  is  a  crisis  precipitated  It 
some  unforeseen  event,  like  the  une: 
pected  failure  of  a  large  company,  ar 
at  a  time  when  the  financial  systei 
has  become  even  weaker  and  mo: 
overindebted  than  it  is  now. 

Congressmen  Kemp  and  Stockma 
recommend  that  the  Fed  should  coi 
centrate  exclusively  on  "bringing  tl 
growth  of  Federal  Reserve  credit  ar 
bank  reserves  to  a  prudent  rate  an 
stabilization  of  the  international  ar 
domestic  purchasing  power  of  the  do 
lar."  A  commendable  goal,  but  ii 
achievement  is  going  to  be  painfu 
Salomon  Brothers'  chief  economi 
guru,  Henry  Kaufman,  has  already  tol 
us  that  Americans  are  going  to  wai 
to  borrow  $412  billion  this  year — on( 
third  more  than  they  borrowed  las 
year.  In  that  context,  a  prudent  rate  ( 
growth  in  Federal  Reserve  cred 
means  that  not  everybody  who  want 
or  needs  to  borrow  will  be  able  to  d 
so.  That  is  implicitly  a  recipe  not  for 
credit  crunch,  in  which  everybod 
gets  his  loan  at  a  high  rate  of  interes 
but  for  a  fmancial  crisis.  Without  sue 
a  crisis  we  will  not  get  rid  of  inflatioi 

Mr.  Reagan  could  precipitate  th 
crisis  right  now  simply  by  annoum 
ing  that  he  does  not  agree  with  M 
Carter's  policy  of  bailing  out  everj 
body  whose  failure  would  cause  ui 
employment,  and  when  his  tum  t 
bail  out  Chrysler  comes  he  will  let  i 
sink.  That  would  make  it  impossibi 
for  the  Loan  Guarantee  Board  to  certi 
fy  that  Chrysler  is  still  a  viable  con3 
pany.  Given  the  large  number  of  othe 
businesses  in  this  country  that  ar 
also  in  financially  shaky  conditio! 
the  crisis  would  be  on  before  Mr.  Rea 
gan  even  takes  office. ■ 
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Flashbacks 


rhe  more  things  change. .  .  ." 
ms  from  past  issues  of  Forbes 


years  ago  in  Forbes 

ou  begun  to  ask  yourself  whether 
e  has  not  come  to  start  buying?  Are 
my  things  cheap?  Is  not  the  next 
lent  in  quite  a  number  of  products 
certain  to  be  upward?  For  example, 
;ood  securities  are  unquestionably 
at  bargain  prices;  if  you  have  mon- 
'  them  now,  for  they  are  certain  to 
e  very  substantially  in  value  before 
ng.  Manufacturers  who  have  funds 
irrange  the  necessary  credit  would 
ly  make  no  mistake  in  contracting 
re  supplies  of  such  raw  materials  as 
wool,  silk,  rubber,  sugar,  coffee, 
ttonseed  oil,  hides,  leather,  copper 
d. 

— B.C.  Forbes 

d  who  recently  spent  considerable 
ith  Henry  Ford  says  that  his  con- 
as  most  eccentric,  that  again  and 
md  again  he  portrayed  the  phe- 
al  "advancement"  made  by  his 
lel,  usually  finishing  up  by  asking, 
t  wonderful  that  he  has  risen  to 
he  is  at  his  age?"  .  .  . 
e  of  Ford's  best-known  lieuten- 
rank  L.  Klingensmith,  vice-presi- 
id  treasurer  of  the  Ford  Motor  Co.; 
s  A.  Brownell,  the  advertising 
zx;  and  Louis  H.  Turrell,  chief 
■,  have  quit.  .  .  .  From  all  accounts, 
has  allowed  his  millions  to  turn 
id.  His  unique  success  has  hypno- 
lim  into  imagining  that  he  has 
s  a  tin  god. 

he  first  time  in  his  career,  he  now 
ng  it  impossible  to  sell  his  cars  as 


percent. 

isylvania  Railroad,  Columbus,  O., 
n  400  and  500  men  released, 
eland  Railway  Company,  Cleve- 
wages  of  1,500  trackmen  re- 
10  percent. 

:hester  Repeating  Arms  Com- 
slew  Haven,  Conn.,  wages  reduced 
;ent. 

on  mills  of  the  Cone  interests, 
boro,  N.C.,  wages  cut  25  percent, 
hern  Division  Pennsylvania  Rail- 
,000  men  discharged, 
rican  Thread   Company,  Willi- 


mantic.  Conn.,  wages  cut  llVz  percent. 

Associated  Glove  Manufacturers'  As- 
sociation, New  York,  and  workers'  orga- 
nization have  agreed  on  llVi  percent 
reduction  in  wage  scale. 

Bethlehem  Steel  Company,  wages  cut 
8  to  20  percent. 


I  M,  ^,1  Ihc        lit,',-  iind  you  uill  pl.-iy  lliiv 


There  have  been  approximately  1,100 
bank  failures  in  the  United  States  during 
1930.  Probably  more  lie  ahead.  It  was 
perhaps  inevitable  that  agricultural, 
stock  market  and  general  economic  con- 
ditions should  embarrass  some  banks, 
especially  in  smaller  communities.  But 
the  worst  failures  have  been  tainted  with 
politics.  The  record  would  have  been  less 
scandalous  had  greater  care  been  exer- 
cised in  granting  bank  charters.  .  .  . 

Worse  still,  there  is  every  evidence  that 
political  influence  has  permitted  unsound 
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banks  and  banking  in  New  York,  in  several 
Southern  cities  and  elsewhere.  The  most 
conspicuous  instance  is  that  of  the  Bank  of 
United  States.  Its  management  was  long 
regarded  as  intimately  affiliated  with  poli- 
ticians. To  carry  out  its  devious  activities, 
the  management  of  this  bank  resorted  to 
organizing  57  varieties  of  interlocking 
"dummy"  companies.  Through  them  mil- 
lionsand  millions  of  dollars  were  siphoned 
from  the  bank. 


IWenty-five  years  ago 

There  will  be  no  tax  cut  proposed  by  the 
Administration  this  year.  And  if  the 
Democratic  majority  in  the  Congress 
passes  tax-cutting  legislation,  the  Presi- 
dent should  veto  it.  Even  in  the  unlikely 
situation  of  a  budget  surplus,  it  is  to  be 
hoped  that  the  saner  and  more  coura- 
geous leaders  of  the  executive  and  legisla- 
tive branches  will  stave  off  tax  cuts  this 
year  and  apply  such  surplus  to  a  reduc- 
tion of  the  national  debt. 

Among  the  "those-who-ought-to-know" 

set  in  the  past  three  weeks,  there  has 
been  a  complete  reversal  of  thinking  on 
whether  or  not  President  Eisenhower 
will  seek  re-election  in  1956.  Until  mid- 
way during  his  Gettysburg  stay,  the 
President's  friends  and  the  Washington 
inner  sanctum  kept  up  a  brave  public 
front  but  privately  conceded  that  a  sec- 
ond term  was  virtually  out.  .  .  .  Now  the 
personal  friends  who  have  been  with  the 
President  at  Gettysburg  seem  unani- 
mous in  their  conviction  that  he  will  run 
again. . .  . 

In  the  Twenties  and  Thirties,  a  hard- 
pressed  world  learned  it  could  settle  its 
accounts  without  depending  on  a  free 
flow  of  gold  bullion.  Since  then  that 
greedily  sought-after  metal  gradually  has 
been  relegated  to  a  minor  role  in  the 
economic  affairs  of  mankind.  Last 
month  it  was  more  painfully  evident 
than  ever  to  the  12,300  stockholders  of 
the  famed  Ht)mestake  Mining  Co.  that 
the  gold  industry  was  an  almost  forgot- 
ten wallflower  in  the  global  boom  of  the 
mid-Fifties. 

Wall  Street  has  seen  few  events  to  com- 
pare with  the  Ford  stock  offering,  either 
in  size  or  excitement.  Certainly  not 
since  1901,  when  J. P.  Morgan  the  Elder 
put  the  Carnegie  empire  together  with 
assorted  other  steelmakers  into  the  U.S. 
Steel  Corp.  and  the  public  clamored  to 
climb  aboard,  has  there  ever  been  any- 
thing like  it.  Last  week  advance  investor 
demand  for  the  Ford  shares  amazed  even 
those  brokers  who  customarily  cater  to 
the  small  investor. 


le  could  make  them,  and  is  under- 
mild  dose  of  the  acute  depression 
has  overtaken  innumerable  busi- 
mcerns. 

;  the  companies  reporting  curtail- 
if  operations  and  wage  reductions 
following: 

rican  Woolen  Company,  wages 
d  221/2  % ;  54,000  workers  affected, 
rado  Fuel     Iron  Company,  wages 


A  1931  I'OKBES  culunuiist  could  iiol  inui^^iiic 
how  much  rougher  the  course  got  jusi  uhead 

and  despair  by  the  widespread  institu- 
tion of  constructive,  energetic,  forward- 
looking  and  forward-pushing  action.  Bar- 
gain prices  will  not  forever  rule  in  the 
commodity  markets  or  in  the  stock  mar- 
ket. Consumption  cannot  forever  remain 
acutely  subnormal.  .  .  .  We  have  had 
more  than  enough  of  contraction.  Let  us 
now  essay  expansion. 


Fifty  years  ago 

There  is  a  time  for  conservatism;  there  is 
a  time  for  courage.  Let  the  directing 
heads  of  our  great  financial  institutions, 
our  towering  industrial  enterprises,  our 
mammoth  utility  corporations,  our  far- 
flung  railway  systems,  launch  aggressive, 
progressive  pohcies  right  at  the  start  of 
the  new  year.  There  is  more  than  an 
even  chance  that  the  whole  country  can 
be  raised  from  the  morass  of  depression 
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Few  men  are  lacking  in 
capacity;  they  fail  because 
they  arc  lacking  in  application. 
Calvin  Coolidge 


There  is  no  detail 
that  is  too  small. 
George  Allen 


Intelligence  is  the  effort 
to  do  the  best  you  can 
at  your  particular  )ob. 
J.C.  Penney 


To  have  striven,  to  have  made 
an  effort,  to  have  been  true 
to  certain  ideals — this  alone 
is  v^'orth  the  struggle. 
William  Osler 


A  man  of  intellect  without 
energy  added  to  it  is  a  failure. 
Sebastien  Chamfort 


A  Text . . . 

For  I  am  now  ready  to  be 
offered,  and  the  time  of 
my  departure  is  at  hand. 
I  have  fought  a  good  fight, 
I  have  finished  my  course, 

I  have  kept  the  faith. 

II  Timothy  4:6,7 


Sent  in  by  Nicholas  C.  Foty,  Brookfield, 
Mass.  What's  your  favorite  text'  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  IS  presented  to  senders  of  texts  used. 


The  more  each  person  strives 
and  is  able  to  seek  his  profit, 
that  IS  to  say,  to  preserve  his 
being,  the  more  virtue  does  he 
possess;  on  the  other  hand, 
insofar  as  each  person  neglects 
his  own  profit  he  is  impotent. 
Spinoza 


A  man  has  a  reputation, 
and  is  no  longer  free, 
but  must  respect  it. 
Ralph  Waldo  Emerson 


Thoughts 

on  the  Business  of  I  jfe 


rix'  man  It  ho  has  not  sln<,ujj.k'(l 
with  difficulty  after  difficully 
cannnt  k'noic  the  joy  of  genuine 
success  Face  them  a?i(/  fif^bt 
your  iray  orer  them  '/here 
is  more  satisfaction  in  pultiufi 
forth  effort  than  in  ^loalin^ 
orer  eaai/y  icon  profits.  The 
rungs  in  the  ladder  of  success 
are  composed  of  difficulties 
B.C.  Forbes 


In  cases  of  difficulty  and 
when  hopes  are  small,  the 
boldest  counsels  are  the  safest. 

LiVY 


Self-realization  sometimes  comes 
from  tension  and  discontent. 
Happiness  and  pleasure  are 
not  always  the  prime  motivators. 
Whitt  N.  Schultz 


When  we  see  ourselves  in  a 
situation  which  must  be  endured. 
It  IS  best  to  meet  it  with  firmness. 
Thomas  Jefferson 


The  way  to  meet  trouble 
is  to  face  It. 
Theodore  N.  Vail 


Success  rests  with  having 
the  courage  and  endurance  and, 
above  all,  the  will  to  become 
the  person  you  are,  however 
peculiar  that  may  be.  Then 
you  will  be  able  to  say,  "I  have 
found  my  hero  and  he  is  me." 
George  Sheehan 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  m  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Ave.,  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Out  plans  miscarry  because 
they  have  no  aim.  When  a  man 
does  not  know  what  harbor 
he  is  making  for,  no  wind 
is  the  right  wind. 
Seneca 


A  man  may  and  ought  to 
pride  himself  more  on  his 
will  than  on  his  talent. 
Honore'  de  Balzac 


Life  IS  the  most  wondrous 
of  all  states.  It  allows  us 
to  accomplish  everything  that 
we  dare  to  give  ourselves  to. 
Paul  von  Ringelheim 


Reputations  are  made  by 
searching  for  things  that 
can't  be  done  and  doing  them. 
Frank  Tyger 


Life  IS  like  an  ice  cream  cone, 
you  have  to  learn  to  lick  it. 
Charles  M.  Schulz 


Promotion  should  not  be  more 
important  than  accomplishmer 
or  avoiding  instability 
more  important  than 
taking  the  right  risk. 
Peter  Drucker 


The  deed  involves 
sacrifice  and  risk. 
Martin  Ruber 


Indeed,  I  say  to  you  today 
that  no  person  is  a  complete 
and  whole  human  being,  educat 
notwithstanding,  until  he  or 
she  has  made  a  personal  stand 
against  tyranny,  the  cruel 
and  unjust  use  of  power  or 
authority  that  is  sure  to 
confront  each  of  us  at  one 
time  or  another  in  our  lives. 
Charles  Newton  Kimball 


The  mind  which  renounces, 
once  and  forever,  a  futile 
hope,  has  its  compensation 
in  evergrowing  calm. 
George  Gissing 
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A  lot  of  people  today 
think  the  more  a  Euro- 
pean luxury  sedan  costs, 
the  more  desirable  it  is. 
That's  why  some  Euro- 
pean car  makers  get  away 
with  charging  outra- 
geously high  prices. 

But  at  Volvo  we  don't 
believe  a  car  needs  an 
exorbitant  price  tag  to 
distinguish  itself  as  a 
luxury  sedan. 

The  Volvo  GLE  is  a 
product  of  this  philoso- 
phy Like  other  fine  auto- 
mobiles it's  made  with 
meticulous  attention  to 
detail.  So  the  doors  fit 
perfectly  and  the  finish  is 
flawless.  It  features  a 
powerful,  fuel-injected, 
V-6  engine  that  performs 
smoothly  and  quietly. 
And  it  affords  amenities 
like  air  conditioning  and 
leather  seats  at  no  extra 
cost. 

But  there's  one  area 
in  which  the  Volvo  GLE 
(alls  far  below  other 
European  luxury  sedans. 
The  price.  Which  is  one 
reason  so  many  people 
I  consider  it  an  extraordi- 
nary value. 

So  if  you're  only 
interested  in  how  much 
money  you  can  pay  for  a 
car,  there  are  any  number 
of  luxury  sedans  you  can 
choose  from.  But  if 
you're  interested  in  how 
much  car  you  can  get  for 
your  money,  buy  the 
Volvo  GLE. 

VOLVO 

A  car  you  can  believe  in. 


I 


A  LUXURY  SEDAN'S 
PRICE  SHOULD  RERm 
ITSWORTIINOT 
WHAT  THE  TRAFFIC 
WILLBEAR. 


»0  VOLVO  Of    AMERICA  CORPORATION 


An  RCA  Solid  State  Laser  that 
lllMpi  fits  through  the  eye  of  a  needle 
can  transmit  500  million  bits  of  information 
per  second  through  a  thread  of  glass.  ^ 


The  entire  contents  of  a  24-volume  encyclopedia  in 
3  minutes.  2500  phone  conversations  or  20  TV 
programs  at  the  same  time.  Staggering  amounts 
of  information  -  all  made  to  pass  through  a  tiny 
thread  of  glass  by  a  solid  state  laser  that 
radiates  light  from  an  area  one-hundredth  the  H 
size  of  the  period  at  the  end  of  this  sentence. 
This  laser,  developed  by  RCA  scientists, 
emits  a  narrow,  intense  beam  of  light 
that  can  be  efficiently  coupled  into  the 
microscopic  fibers  that  carry  the  information. 
Because  of  its  incredible  stability  and  small  V 
size,  RCA's  solid  state  "double  dovetail"  ■ 
laser  represents  a  significant  step  toward  ■ 
faster,  smaller,  more  efficient  fiber-  optic  1 
communications  systems.  1 
This  Solid  State  Laser  is  a  product  of  ' 
RCA  research  -  the  kind  of  dedicated 
research  that  has  been  a  tradition  at  RCA., 
for  over  sixty  years.  Today,  many  years 
after  Nipper  started  listening  to  "His 
Master's  Voice','  research  and  develop- 
ment of  electronic  products  are  funded 
at  the  highest  level  in  our  company's 
history.  Our  commitment  is,  as  it  has 
always  beeri,  to  the  advancement 
of  technology  -  to  the  creation  of 
products  that  expand  the  human 
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What's  Ahead  for  Business 


The  Forbes  Index 


The  Forbes/ Wilshire  5000  Market  Revi. 


Market  Fbcus 


Market  Returns 


Sector  Returns 


Our  new  newsletters 

How's  business?  We  try  an- 
swering that  question  in  a 
succinct  fashion  in  our  reg- 
ular column  "The  Econo- 
my." It's  one  of  the  shorter 
items  in  the  magazine  but 
represents  the  distillation 
of  a  large  amount  of  re- 
searching, interviewing, 
studying  and  weighing.  The 
final  product  is  not  infalli- 
ble, but  it  has  a  good  record 
for  forecasting  and  the  spe- 
cial virtue  of  never  leaving 
the  readers  in  doubt  as  to  our  judgment. 
Our  motto  is:  Hedge  not,  equivocate 
not.  To  better  reflect  the  importance  of 
"The  Economy,"  we're  moving  it  up 
from  the  Money  &  Investments  section 
to  a  new  position  just  ahead  of  the 
main  editorial  section.  In  that  position 
it  will  set  the  overall  tone  for  most  of 
the  reporting  and  analyzing  in  the  is- 
sue. Because  it  is  one  of  the  last  items 
in  the  magazine  to  go  to  press,  we're 
now  printing  "The  Economy"  on  spe- 
cial uncoated,   colored  paper  and  in 
newsletter  form.  You'll  find  it  on  page 
25  in  this  issue. 


Also  new  with  this  issue:  the  Forbes/Wil- 
shire  5000  Market  Review.  Everybody 
knows  that  the  Dow  jones  industrial  av- 
erage doesn't  truly  reflect  what  is  hap- 
pening to  the  stock  market,  but  it's  still 
the  most  commonly  used  yardstick. 
(Question:  "How's  the  market?"  An- 
swer: "The  DJI  is  up  [down)  so  many 
points.")  Now  Forbes  has  teamed  up 


with  the  highly  respected  Santa  Mor 
consulting  firm,  Wilshire  Associates 
publish  on  a  regular  basis  an  in 
which,  unlike  the  DJI,  accurately  refk 
the  market.  The  older,  precomputer- 
DJI  and  S(!kP's  involve  measurement 
analogy,  saying  that  their  respecl 
groups  of  stocks  represent  the  marke 
a  whole.  In  fact  these  indexes  often? 
represent.  The  Dow  has  been  essenti; 
flat  for  several  years  but,  as  nearly  ev< 
body  knows,  people  have  made  heap: 
money  in  the  stock  market  recently. 

Here's  why  the  Forbes  Wilshire  in 
cannot  misrepresent  the  market:  W 
each  issue  the  Wilshire  computer  totes 
the  market  value  of  almost  5,000  indii 
ual  stocks.  For  all  practical  purposes, 
the  market:  Precomputer,  thiswouldh 
been  irnpossible.  We'll  be  publishing  t 
index  every  issue  and  breaking  it  do 
and  analyzing  it  to  give  our  readers  a  bei 
idea  of  what  is  really  going  on  in  the  st< 
market.  You'll  find  the  Forbes  Wilsl 
5000  Market  Review  on  pages  99  and  1 


A  now  retired  Forbes  executive 
this  story  about  the  company's  founder, 
B.C.  Forbes:  "During  the  hard  times, 
when  B.C.  was  out  of  town  he'd  call  in 
every  afternoon.  He  asked  only  one 
question.  It  wasn't  about  circulation  or 
advertising  projections  or  net  profit.  He 
just  wanted  to  know  how  much  money 
came  in  that  day."  B.C.  was  typical  of 
his  generation.  He  wasn't  concerned 


First  things  first 

tells  with  accounting  abstractions  but  w 
business'  basic  raw  material — ca 
Quaint?  Old-fashioned?  Far  from 
That  principle  is  being  rediscovered 
the  theorists  who  are  beginning  to  i 
derstand  that  it  profits  a  company  noi 
all  to  show  big  earnings  on  the  bo( 
and  then  run  out  of  cash.  That's  w 
our  cover  story  by  Richard  Greene  is 
about.  It  begins  on  page  69. 
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■lining  on  business  is  a  job  in  itself. 

And  waiting  in  lines  at  airport  rent-a-car 
•ounters  shouldn't  be  part  of  it. 

Hertz  salutes  the  manij  business  travelers 
vho  are  nowflx^ing  straight  from  their  planes  to 
heir  cars.  Thanks  to  Hertz  #1  Express" 

If  \;ou  carry  a  Hertz  #1  Club'  Card,  you 
•.an  fly  through  airports,  too. 

Just  call  your  corporate  travel  department, 
ravel  agent  or  Hertz  and  ask  for  #1  Express. 

When  you  make  your  reservation,  you'll 
be  given  a  Hertz  #1  Express  number 
confirming  your  booking.  Write  in  the 
number  on  your  #1  Express  pass 
which  can  be  picked  up  at  any 
Hertz  office  or  from  your  travel 
consultant. 

When  you  land,  go  straight 
'^'^       to  the  Hertz  courtesy  bus 


and  present  the  pass  to 
your  driver  You'll  be 
taken  to  the  #i  Express 

booth  where  your   

completed  contract  will  be  ready  and  waitirtg. 
And  so  will  your  car 

Once  at  the  #1  Express  booth,  it  will  take 
you  approximately  45  seconds  to  complete  the 
whole  transaction.  (Although  a  salesman  from 
Chicago  recently  did  it  in  20  seconds.) 

No  other  rent-a-car  company  has 
anything  that  even  comes  close. 

Hertz  #1  Express  is  available  at  35  of  the 
country's  busiest  airports.  So  there's  a  good 
chance  that  wherever  your  job  takes  you, 
you're  in  business. 

#1  EXPRESS.  THE  WORLD'S  FASTEST 
WAYTO  RENTACAR. 


1^ 

or  #1  Express 
111800-654-3131  or 
Dur  travel  consultant. 

3  us  PAT  OFF  g-HEKTZ  bYSTF.M  INC  l')H\ 


WHERE  WIHNERSREHT. 

HERTZ  FEATURES  THE  EXCITING  NEW  FORD  ESCORT 


fiertz 
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''Astounding". .  "Amazing". . . 
A  miracle!' 

That's  what  the  experts  said  when 
[ley  saw  our  new  XL-10  Imaging 
^rocess. 

A  dramatic  breakthrough  in 
opy  quahty. 

It  actually  gives  you  ofFset- 
[uaHty  copies.  Blacker  blacks  and 
v^hiter  whites  than  you've  ever  seen 
»efore. 

Even  the  tiniest  details  leap  out 
risp  and  clear 

Of  course,  a  copy  is  worth  a 
liousand  words.  So  if  you  send  your 
>usiness  card  to  us  at  Xerox  Square, 
Rochester,  New  York  14644,  or  call 
00-648-5600,  operator  260,*  we'll 


send  you  back  an  XL-10  copy.  Or 
arrange  a  demonstration. 

Once  you  see  it,  we  think  you'll 
agree  with  our  experts. 

XL-10  copies  aren't  just  positively 
beautiful. 

They're  absolutely  faithful. 
Miracles  are  now  available  in 
these  convenient  packages. 

You  can  witness  the  miracle  of 
the  new  XL-10  Imaging  Process  in 
two  new  Xerox  machines. 

The  Xerox  8200  copier/duplica- 
tor and  9500  duplicator 

The  9500  duplicator  turns  out 
XL-10  quality  copies  at  the  rate  of 
120  per  minute.  It  also  gives  you  two- 
sided  copies,  reduces  and  can  auto- 
matically sort  your  copies  into  a 
virtually  limitless  numoer  of  sets. 

Optional  attachments  let  you  put 
together  the  most  com- 
Zmm  plicated  jobs. 

The 

 Xerox  8200 


The  Xerox  9500 


~  gives  you  XL-10  quality 
copies  at  the  rate  of  70  per  minute. 

It  automatically  feeds  originals. 
It  makes  two-sided  copies.  It  also  re- 
duces. Automatically  collates.  And 
then  staples  all  the  —  " 

copies  together  into 
nice,  neat,  manageable  i 
sets.  — 


The  Xerox  8200 


All  with  the  push  of  a  few  buttons. 
The  Xerox  8200.  And  9500. 
Two  miracle  workers  from  Xerox. 


TheXLlO  ImagingProcess. 

XEROX 


Nevada,  call  800-992-5710.  operator  260. 


XEROX®.  »200,  9.100  and  XL-10  arc  trademarks  of  XF.HOX  CORPORA  TKIN, 
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Edited  By  John  A.  Conway 


Should  Uncle  Sam  help? 

If  Lec  lacocca  and  Chrysler  were  to  be 
judged  by  a  jury  of  their  peers,  they 
would  find  they  ranked  about  with  the 
AyatoUah  Khomeini.  That  is  the  result  of 
a  survey  of  businessmen  and  financiers 
done  for  Marsh  ik  McLennan,  the  insur- 
ance brokers,  by  the  Lou  Harris  polling 
organization.  While  businessmen  grant- 
ed that  a  major  bankruptcy  could  mean 
job  losses  and  economic  upheaval,  top 
executives  voted,  78%  to  11%,  not  to 
seek  govemment  help.  In  finance,  the 
margin  against  government  salvage  oper- 
ations among  investors  and  lenders  was 
85%  to  8%.  Robert  Clements,  Marsh  & 
McLennan's  chief  executive,  reads  those 
numbers  to  mean  that  "the  business  com- 
munity is  saying  that  if  the  private  sector 
wishes  to  be  responsible  for  managing  its 
own  business  during  periods  of  success 
and  is  generally  capable  of  doing  so,  then 
when  things  are  going  badly  it  cannot 
necessarily  count  on  the  benefit  of  gov- 
ernment intervention."  The  survey 
(which  couched  the  question  in  general 
terms)  used  mterviews  with  402  execu- 
tives of  the  1,500  biggest  public  and  pri- 
vate U.S.  corporations,  104  institutional 
investors  and  corporate  bankers,  47  con- 
gressmen and  their  aides,  47  federal  regu- 
lators and  1,488  members  of  the  public. 


Money  talk 

Down  in  Texas,  where  money  really 
talks,  the  term  "dollar"  has  become 
hopelessly  inadequate.  Texas  wealth  is 
now  expressed  in  "units"  (as  in  "Ol' 
Tom  now  owns  two  units").  The  money 
equivalent  of  a  unit:  $100  million. 


Parting  is  such  sweet  sorrow 

When  750  middle  managers  got  pink 
slips  last  spring  during  an  Allied  Chemi- 
cal cost-cutting  campaign,  one  going- 
away  present  was  "outplacement  coun- 
seling," M.B.A.  talk  for  help  in  finding  a 
new  job.  It  included  everything  from 
group  discussions  to  interview  practice 
and  leads  from  Drake  Beam  Morin,  New 
York  specialists  in  the  process.  Projects 
like  this  have  kept  70  or  so  firms  in  the 
outplacement  field  growing  nicely,  ac- 
cording to  Drake's  chief  executive,  Wil- 
liam Morin,  Fees  paid  by  corporations  for 
group  and  individual  hand-holding 
reached  $8  million  last  year  and  should 
hit  $10  million  in  1981,  he  says,  up  from 
$1  million  five  years  ago.  Drake  Beam 
Morin,  a  Harcourt  Brace  lovanovich  sub- 
sidiary, did  about  30  group  projects  in 
1 980  involving  around  7,000  white-collar 
workers,  most  m  the  $25,000  to  $30,000 
range,  with  fees  based  on  the  number  of 
employees  involved.  Allied  Chemical,  for 


example,  paid  $500,000  for  its  proiect, 
with  98%  of  those  involved  now  em- 
ployed elsewhere.  Morin  can  sympa- 
thize; he  once  was  fired  as  a  sales  vice 
president  foe  mouthing  off  to  his  boss.  "I 
went  through  the  whole  shock  of  losing 
the  job."  Things  have  not  changed,  he 
notes:  "Some  of  the  terminations  we  see 
are  extremely  brutal." 


Closing  the  books? 

After  about  12  years  in  the  publishing 
business,  Litton  Industries  reportedly 
wants  out.  The  big  West  Coast  conglom- 
erate bought  out  privately  ownedMedical 
Ecoiioniics  and  its  sister  publications  in 
1968  and  has  since  added  to  the  string 
(the  last  a  futurist  magazine).  Litton  is 
listening  to  offers.  One  came  to  naught 
last  summer  but  other  potential  buyers 
are  reported,  notably  CBS. 


The  long  and  short  of  it 

Luxury  cars  are  continuing  to  tuck  in 
their  skirts  while  minicars  are  starting  to 
expand.  First  Cadillac  put  the  trunk  into 
a  humpbacked,  "bustle"  design  for  the 
downsized  Seville.  Chrysler  followed  suit 
with  its  smaller  Imperial,  and  now  Ford 


is  readying  a  little  Lincoln  Continental 
for  its  1982  line  that  will  weigh  in  at 
several  hundred  pounds  under  the  other 
small  luxury  models  and,  at  about  200 
inches  overall,  will  be  as  much  as  a  foot 
shorter  than  the  competition.  At  the 
other  end  of  the  scale,  the  popular  small 
cars  are  adding  on  space.  Volkswagen 
grew  a  trunk  on  its  Rabbit  and  the  Jetta 
was  born,  lapan's  Mazda  is  doing  the 
same  with  its  GLC  and  Honda  will  put  a 
trunk  on  the  Civic. 


Tax  hunger 

With  taxpayers'  revolts  chopping  into 
their  income,  revenue-hungry  state  gov- 
ernments are  finding  the  nearly  invisible 
real  estate  transfer  tax  more  attractive. 
This  levy,  usually  about  1%  of  the  sales 
price,  is  now  used  by  36  states  and  the 


District  of  Columbia,  according  to  a  n 
survey  by  the  National  Association 
Realtors.  (Three  states,  Pennsylvar 
Rhode  Island  and  South  Carolina,  h; 
just  increased  their  transfer  taxes.)  R( 
tors,  who  dislike  the  tax  because  it  a( 
to  the  cost  of  buying  and  selling  a  hon 
claim  It  can  discourage  sales.  "The  sel 
is  usually  required  to  pay  the  tax,"  s; 
[ack  Carlson,  chief  economist  for  I 
Realtors,  "but  in  reality  both  the  bu' 
and  the  seller  are  likely  to  feel  the  i 
pact."  Carlson  also  notes  that  soi 
cities  and  counties  are  adding  on  th 
own  real  estate  transfer  bites.  Count 
in  Pennsylvania,  for  instance,  lay  a  1 
transfer  tax  on  top  of  the  state's  1%  le 
which  brings  the  payment  on  sale  o 
$70,000  house  to  $1,400. 


The  saga  of  Susan  B. 

Despite  almost  universal  nonacceptan 
the  Susan  B.  Anthony  dollar  still  has  c 
friend.  Only  310  million  of  the  850  n 
lion  coins  minted  are  in  circulatu 
commercial  banks  have  stopped  orderi 
them,  toll  collectors  spurn  them,  and  I 
U.S.  Mint  itself  is  only  striking  off  c( 
sets  for  collectors.  Stella  Hackel  Sir 
however,  who  is  slated  to  remain  as 


A  I luiulci-K  ill>l)nuL'  u)i  the  chau  ing  hoanl 
Taice  a  little  off  hen,  add  a  little  on  there. 


rector  of  the  Mint  until  November  19 
(unless  Ronald  Reagan  asks  her  to  qu 
wants  to  try  a  new  version  of  the  $1  co 
It  would  be  the  same  size  (because  vei 
ing  machines  have  been  jiggered  to  td 
it)  but  made  of  an  alloy  of  aluminu 
copper  and  silicon  with  a  new  bra; 
look.  The  eagle  on  one  side  would 
replaced  by  a  big  raised  "1"  (that  woi 
help  the  blind,  Mrs.  Sims  says).  "We  ( 
not  have  anything  to  do  with  the  origii 
design  as  it  actually  was  used,"  she  ( 
plains.  "We  had  proposed  a  Liberty  he 
on  one  side  and  a  different  eagle.  Cc 
gress  decided  on  the  Apollo  eagle  a 
Susan  B.  Anthony."  The  idea  has  a  lo 
way  to  go.  The  new  Administration  w 
have  to  approve  it  and  because  a  n( 
alloy  is  involved,  so  will  the  new  Cc 
gress.  As  for  costs — the  whole  purpose 
a  $  1  coin  was  to  save  printing  bills , 
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acing  the  less  durable  paper  dollar — 
new  Susan  B.  would  run  about  the 
e  as  the  present  one,  about  3  cents. 

a  good  coin,"  Mrs.  Sims  insists, 
i  it's  a  good  size,  too.  I  will  continue 
romotc  it." 


le  banana-split  indicator 

jssions  can  be  good  for  you,  it  seems, 
;ast  if  you're  in  the  ice  cream  busi- 
.  Industry  figures  showed  production 
bout  2%  in  1980,  reversing  a  down- 
i  trend  over  the  past  five  years.  Joe 
well,  who  runs  the  National  Ice 
im  Retailers  Association  in  Nash- 
,  says  jubilantly:  "It's  been  real  good, 
I  when  things  were  bad."  One  reces- 
-born  boon  Maxwell  cites  is  that  in 
times  you  can  hire  "a  better  class  of 
3ns"  as  vendors.  Robert  Mulligan  of 

Intemational  Association  of  Ice 
im  Manufacturers  also  thinks  slow 
;s  can  help  his  product.  "It's  a  good 
ain.  It's  a  very  cheap  treat."  Cheap? 
le-scoop  cone  costs  50  cents  to  75 
s  at  the  premium  stores;  the  half- 
m  at  the  supermarket  that  checked 
for  $1.35  a  few  years  ago  can  bring 
9  to  $2.39  today.  Nostalgia,  however, 

seem  to  be  at  work.  "You  can  see  it 
;riods  of  insecurity,"  Mulligan  says. 
)ple  remember  the  good  old  days. 
y  like  the  idea  of  sitting  in  an  ice 
m  parlor."  And  they  are  willing  to 
for  it.  "The  superpremiums  are  sell- 
A^ell,"  Mulligan  says.  "Those  are  the 
'.  they  sell  by  the  pint  or  the  quart, 
3y  the  half-gallon." 


Kings  of  the  road 

iway  horror  stories  to  the  contrary, 
J.S.,  with  the  biggest  car  population 
le  world,  has  one  of  the  best  driving 
:y  records,  according  to  numbers 
piled  by  the  European  Council  of 
isters  of  Transport.  The  car  count 
1978)  showed  the  U.S.  with  527  pas- 
er  automobiles  per  1,000  persons.  A 
mt  second  was  Australia  with  440 
per  1,000,  followed  by  tiny  Luxem- 
■g  with  383  and  limitless  Canada 
1  373.  At  the  end  of  the  line  among 
loped  nations  came  Greece  and  Yu- 
ivia  with  only  73  cars  per  1,000. 
iway  fatalities  per  100,000  cars  put 
ugal  first,  with  295  deaths  per 
000  vehicles  in  1978  and,  despite 
r  scarcity  of  automobiles,  Yugoslavia 

with  265  and  Greece  with  193.  In 
developed  world  the  safety  leader 
Sweden  with  36  deaths  per  100,000 
;  Norway  was  second  with  38;  the 

ranked  third  with  44.  Both  Scandi- 
an  countries,  incidentally,  have  su- 
trict  laws  against  drunken  driving. 
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If  you'd  like  a  poster  of  these  two  gentlemen  for  your  bar,  drop  us  a  line 


JACK  DANIEL  AND  HIS  NEPHEW,  Lem 
Motlow,  disagreed  on  most  everything. 
Until  it  came  to  making  whiskey. 

Mr.  Jack  (that's  him  on  the  left)  was  a  fancy 
dresser.  So  Lem  refused  to  wear  a  tie!  But  they 
both  insisted  on  mellowing  their  whiskey 
through  huge  vats  of  charcoal  before  aging. 
And  we're  about  the  only 
distillery  who  still  does  it 
that  way  today.  You  see,  Mr. 
Jack  once  said,  "Every  day 
we  make  it,  we'll  make  it 
the  best  we  can."  And  nei- 
ther Lem  nor  anybody  else 
ever  disagreed  with  that. 


CHARCOAL 
MELLOWED 

6 

DROP 


BY  DROP 


Tennessee  Whiskey  •  90  Proof  •  Distilled  and  Bottled  by  Jack  Daniel  Distillery 
Lem  Motlow,  Prop.,  Inc.,  Route  1,  Lynchburg  (Pop.  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 
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FoUow^rough 


UNWIND  IN 
SECLUSION 

...  at  some  very  special  and  exclusive 
vacation  resorts.  Our  highly  respected 
monthly  newsletter  is  a  connoisseur's 
guide  to  unspoiled  places,  providing 
executives  independent  reports  on  peace- 
ful mountain  sanctuaries,  uncrowded 
countryside  retreats  and  enchanting 
islands  we  regularly  uncover  here  and 
abroad.  Accommodation  offerings, 
ambiance,  food,  staff  and  service,  rates 
and  recreational  diversions  are  all 
described  in  lively  detail.  Twelve  monthly 
reports,  $29.  (Overseas  airmail,  $35.) 
Satisfaction  guaranteed  or  subscription 
price  refunded. 

t'Jie  Hidoa^\'a>  l^cport* 

Published  Monthly  by 
Harper  Associates 
Box  66-R  •  Fairfax  Station,  VA  22039 


Moving  to  Dallas? 

There  are  many  reasons  why  you  might 
prefer  Terrace  House  as  your  residence, 
but  location  has  to  be  one  of  them.  You 
are  only  five  minutes  from  downtown 
and  the  Trade  Mart,  25  minutes  from 
D/FW  Airport,  with  quick  access  to  all 
clubs.  Swimming  pool,  tennis  court, 
covered  parking  and  good  security. 
From  $1,200  per  month. 

TERRACE  HOUSE 

3131  Maple  Avenue,  Dallas,  to  75201 
(214)  744-3131 


Smile,  baby,  smil6 

when  Eastman  Kodak  Co.  came  out  of 
the  darkroom  with  a  sweeping  corporate 
restructuring  plan  two  years  ago,  "sales 
and  profits  soared  to  the  highest  levels  in 
the  company's  9y-ycar  history,"  Forbes 
noted  CSt'/;/  .1  1979).  With  $7  hillion  in 
revenues,  $4  billion  of  it  from  noncamcra 
business  like  plastic  bottles,  vitamins, 
health  products  and  office  machines,  the 
Rochester,  N.Y.  giant  looked  poised  to 
keep  growing,  no  matter  how  dark  a  pic- 
ture the  economy  might  develop. 

Kodak  did  that  and  more.  First  it  rode 
out  the  exploding  silver  market,  when 
silver  prices  surged  from  $14  an  ounce  in 


September  1979  to  more  than  $40  four 
months  later.  The  metal  was  a  key  fac- 
tor: A  $1  increase  in  the  price  of  silver, 
prime  ingredient  in  film,  translated  into 
a  16-cents-to-17-cents  drop  in  Kodak's 
per-share  earnings.  The  management 
countered  early  in  1980  with  film-price 
hikes  that  averaged  27%,  a  move  that 
proved  both  savvy  and  serendipitous. 

"It  was  a  completely  wild  market.  At 
the  time  of  Kodak's  first  round  of  price 
increases,  they  couldn't  have  known 
what  was  to  happen  to  the  silver  market. 
They  just  guessed  right,"  says  analyst 
William  Relyea  of  Paine  Webber  Mitchell 
Hutchins.  That  kind  of  guessing  has  con- 
tinued to  pay  off,  to  a  20%  growth  in  net 
income  on  a  22%  increase  in  net  sales  for 
the  first  three  quarters  of  1980.  Robert  L. 
Renck  Ir.  of  Oppenheimer  &  Co.  predicts 
that  per-share  earnings  will  reach  $7.60 
for  last  year,  up  from  $6.20  in  1979.  Ko- 
dak's post-Christmas  announcement 
that  prices  on  films  and  cameras  would 
rise  an  average  of  7.5%  "is  an  indication 
of  still  greater  strength,"  he  says.  "Their 
prices  reflect  what  the  market  is  going  to 


be  able  to  bear."  (Another  factor  was  [ 
with  the  dollar  down  against  the  ' 
Rochester  did  not  have  to  worry  ali 
undue  pricing  competition  from  its  1; 
ncse  rivals.) 

The  silver  strategy  was  the  key  to 
dak's  profits,  the  analysts  say.  "W 
happened  was  that  Kodak  more  t 
passed  on  the  increase  in  the  cos 
silver,"  says  Smith  Barney's  Peter  En 
lin.  "We  estimate  that  the  operating; 
come    for    the    photography  divi^ 
should  be  up  25%  on  a  20%  increas- 
sales,"  Enderlin  says.  As  the  costs  \^ 
passed  on  to  the  picture-snapping  pul' 
Kodak  met  minimal  resistance.  "Tl 
were  some  volume  declines,"  says 
penheimer's  Renck,  "but  they  wen 
very  bad." 

Snapshots  aside,  as  Forbes  predici 
Kodak's  strategy  of  entering  new  n 
kets  "with  a  series  of  small  steps" 
worked  well.  The  company's  Ektapi 
office  copier,  introduced  in  1976  wit 
modest  1,000  units,  was  in  the  black 
1980  for  the  first  time  and  this  \ 
Kodak  will  finally  begin  marketing  n 
Europe.  ("An  overdue  decision,"  says 
derlin,  with  an  eye  on  what  the  fasi 
moving  lapanese  have  done  there.)  In 
health  field,  Kodak's  Ektachem  bk 
analyzer  will  go  commercial  this  year 
the  first  time,  sending  the  analysts  ij 
new  ecstasy.  "That's  a  terrific  produc 
says  Oppenheimer 's  Renck.  "Th| 
could  be  half  a  billion  sales  by  1985."! 

Wall  Street  sees  more  flash-poil 
ahead  for  Kodak.  "The  stock  is  selling 
between  9  and  10  times  earnings,  i 
that  is  a  very  low  ratio,"  Renck  sal 
"The  company  has  virtually  no  debt  A 
a  22%  to  23%  return  on  average  equii 
in  contrast  to  a  market  that's  produci 
only  15%. 

"The  demographics  are  good  for  Kod 
too,"  says  Enderlin.  "The  total  numl 
of  babies  bom  may  not  be  rising  ve 
fast,  but  the  total  number  of  couples  w  i 
first-bom  children  is  steadily  increasi 
and  that  should  continue — and  that's  t 
market  for  consumer  photograph; 
Smile,  baby,  smile. 

The  church  in  court 

Two  years  ago  the  United  Method: 
Church  was  fighting  for  its  First  Amen 
ment  birthright  and  many  millions 
dollars — the  result  of  class-action  la 
suits  by  residents  of  some  retireme 
communities  in  California  (Forbes, 
25:  1978].  Pacific  Homes  Corp.,  the  Met 
odist-endorsed  operator  of  the  homes  (i 
board  was  named  by  UMC's  Pacific 
Southwest  Annual  Conference),  had  go: 
bankrupt.  The  suits  claimed  that  the  e 
tire  UMC,  all  10  million  members  ai 
43,000  churches,  was  responsible.  In  bo 
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Du  Pont  consultants  helped  us  save 
$13  million  in  energy  costs.' 


Herbert  H.  Hofmaier, 
Director,  Engineering  & 
Construction  Division, 
American  Cyanamid 
Company 

"It  was  a  team  effort  from 
1975  through  1979  among 
DuPoiU  energy  experts, 
Cyanamid  staff  engineers  and 
the  people  at  our  plants.  To- 
gether, we  saved  $13  million 
last  year-  a  big  part  of 
Cyanamid's  1979  energy  sav- 
ings of  $28  million. 

"This  achievement  repre- 
sents a  20%  reduction  in  our 
use  rate— a  significant  and 
timely  accomplishment  for 
Cyanamid  and  for  DuPont  and 
an  important  contribution 
to  our  nation's  conservation 
effort: 

Energy  know-how  at 
DuPont  comes  from  running 
140  plants  worldwide.  It's  a 
combination  of  state-of-the-art 
engineering  and  practical 
application.  That's  why  we've 
been  able  to  help  hundreds 
of  companies  here  and  abroad. 

Let  us  help  your  com- 
pany, too.  For  no  obligation, 
we'll  diagnose  your  energy  sit- 
uation. Send  for  our  com- 
prehensive questionnaire.  All 
data  will  be  kept  confidential. 
Write  DuPont  Company 
Room  X38288,  Wilmington, 
DE  19898. 


Energy  Management 
Services 


mm) 


Cyanamid's  Herbert  Hofmaier,  seated  on  right.  Director, 
Engineering  and  Construction  Division,  discusses  energy  savings 
with  Stan  Livingston,  DuPont  Principal  Energy  Consultant 


"Mailing  out  a  monthly 

magazine  can  be 
an  astronomical  task! 


William  E.  Shawcross 

Sky  and  Telescope  Magazine 


"In  1969,  we  hired  a  service 
bureau  to  handle  our  mailing 
by  using  big  computers. 
It  was  expensive,  but  we 
could  see  no  alternative!' 


/ 


-or  literature  and  the  name  of  your  local 
dealer,  CALL  1-800-321-6850  TOLL  FREE. 


a  /Ijl^Kovi  Company 
1333  SOUTH  CHILLICOTHE  ROAD 
AURORA.  OH  44202  •[216]  831-5600 


"In  1977  (after  the  microcomputer 
revolution),  Ohio  Scientific 
showed  us  how  we  could  do  the 
same  job  ourselves  with  a 
Challenger  C3-B  system!' 

"Now  we  mail  Sky  and  Telescope 
to  65,000  subscribers  every  month. 
We  also  process  an  average  of  10,000 
renewal  notices.  We  make  more  than 
5,000  changes  and  additions  to  our 
files. 

"And  we  dp  it  right  here  in  our 
offices,  because  Ohio  Scientific's 
Challenger  C3-B  has  a  74-megabyte 
Winchester  hard  disk  that's  capable 
of  storing  a  large  data  base. 

"We've  saved  time  and  money  by 
having  an  in-house  computer  system 
instead  of  using  an  outside  source. 

"No  wonder  Ohio  Scientific  says 
that  most  computers  pay  for  them- 
selves in  less  than  six  months. 

"Terrific,  Ohio  Scientific!' 

Ohio  Scientific  Winchester  hard 
disk  microcomputers  start  at  less 
than  $10,000. 


NOW  BUILD  ASSETS 
WITH  FDIT'S  HIGH 
CURRENT 
YIELDS 
ANDAN 

IMPORTANT  W^i 
PLUS. 


Follow -llirough 


3mia  and  federal  courts,  the  church 
d  that,  in  the  words  of  its  attorney, 
lel  W.  Witwer  Sr.,  "there  is  no  prop- 
er fund,  as  such,  that  belongs  to  the 
I.  You  can't  structure  an  entity  out  of 
federation." 

e  dollars-and-cents  side  of  the  con- 
rsy  seems  to  be  nearing  resolution, 
■undamental  question  of  whether  a 
;h  can  be  sued  under  the  U.S.  Con- 
;ion  is  still  up  in  the  air  and  may 
there.  The  plaintiffs'  claims,  which 
escalated  into  hundreds  of  millions, 
been  compromised  down  to  more 
igeable  terms.  As  1980  ended,  the 
of  the  church  involved — but  not  the 
;h  itself,  lawyer  Witwer  notes — 
d  to  raise  $21  million  to  pay  off  the 
lants  and  rescue  the  bankrupt  Pacif- 
)mes  Corp.  This  must  still  be  ap- 
;d  by  the  Pacific  &  Southwest  An- 
Conference  and  by  various  courts  up 
d  including  a  bankruptcy  bench,  a 
ss  that  will  probably  take  until  the 
le  of  this  year. 

e  settlement,  however,  skirts  the 
itutional  issue  of  whether  the 
odist  Church  as  a  whole  can  be 

comments  David  Yardley,  a  part- 
1  the  finn  of  Milberg  Weiss  Bershad 
scthrie,  who  worked  on  the  original 
in  the  class  action  for  the  Pacific 
es  tenants.  The  courts  themselves 
swung  both  ways.  A  state  court  in 
Diego  ruled  first  that  an  arm  of  the 
;h,  but  not  the  UMC  itself,  could  be 

in  California.  UMC  attorneys 
d  the  move.  ("The  decision  that 
I  is  not  a  jural  entity  is  absolutely 
"  Samuel  Witwer  said.)  Then,  on 
il,  a  higher  state  bench  reversed  that 
ion  and  the  California  Supreme 
t  refused  to  review  it. 

another  legal  track,  a  U.S.  district 

decided  that  the  UMC  could  be 
as  a  legal  entity  (this  suit  charged 

in  connection  with  a  bond  issue), 
)oth  an  appeals  court  and  the  U.S. 
:me  Court  tumed  down  petitions  to 
der  it.  (The  Supreme  Court  handed 
I  two  refusals.) 

lat  about  the  proposed  settlement, 
h  stands  a  good  chance  of  approval? 
s  gets  the  final  blessing  of  the  bank- 
y  court  handling  Pacific  Homes,  a 
ing  trial  in  California  that  would 
'  a  jury  to  vote  on  whether  or  not  the 
I  is  a  "jural  entity"  would  be  dis- 
;d  "with  prejudice,"  meaning  that 
uit  could  not  be  filed  again.  If  the 
;ment  falls  through,  this  trial  would 
:ed.  Meanwhile,  lawyer  Witwer 
;s  out,  a  Montana  state  court  has 
ruled  that  the  United  Methodist 
ch  cannot  be  hauled  into  court.  The 
now:  Methodists  1,  the  opposition 
th — maybe — one  to  go. 
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Fidelity  now  offers  you  a  way  to 
defer  current  taxes*  on  FDIT's  high 
current  money  market  yields.  This 
plan  is  called  Fidelity  INCOME 
PLUS.  It  can  speed  up  the  accumu- 
lation of  assets  for  retirement  or 
other  long-term  goals. 

You  still  enjoy  the. benefits  of 
stability  of  principal  and  high  daily 
income.  Plus  you  defer  taxes  on 
income  until  you  draw  it  out. 

For  more  information  on  FDIT 
and  Fidelity  INCOME  PLUS,  call 
Fidelity  today. 

Fidelity  INCOME  PLUS  has  been  filed  in  most  states,  but 
may  not  yet  be  available  in  all  states  where  filed. 
'The  Internal  Revenue  Service  has  recently  issued  a  reve- 
nue ruling  which  questions  the  tax  deferred  status  of  varia- 
ble annnuities  funded  by  savings  and  loan  accounts. 
Fidelity  INC<^ME  PLUS  has  received  an  opinion  of  tax 
counsel  that  this  ruling  does  not  affect  the  tax  status  of 
Fidelity  INCOME  PLUS. 

Fidelity  INCOME  PLUS  is  the  Fidelity  Variable  Annuity 
Account ,  a  separate  account  of  Pacific  Life  Fidelity  Insur- 
ance Company. 


FIDELITY! 

INCOME  m§ 

(The  Fidelity  Variable  Annuity  Account) 

P.O.  Box  832,  Dept.  JB  020281 
82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information,  including 
management  fees  and  expenses,  please  write 
or  call  for  prospectuses.  Read  them 
carefully  before  you  invest  or  send  money. 


'  Rdeiity  Over  t9  billion  of  assete  under 
J  ■     Group  management. 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  En- 
ter your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on  this 
form  and  check  the  subscription  you  pre- 
fer. □  1  year  $30.00  □  3  years  $60.00  (the 
equivalent  of  one  year  free). 
Canadian  orders,  add  $5  a  year. 
Orders  for  other  countries  add  $18.00  a 
year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Name      (please  print) 


New  Address 


City 


State 


Zip 


Date  of  Address  Change 
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Readers  Say 


Inflation  indexing 

Sir:  Until  I  read  your  article  on  inflation 
(Jan  5),  I  was  in  favor  of  indexing  the 
income  tax.  No  more.  We've  done 
enough  indexing.  I  agree  with  you,  index- 
ing is  an  admission  of  failure.  It's  saying, 
"We  can't  bring  inflation  under  control. 
So  here,  have  a  pay  raise." 
— Eric  Steel 
Oakland,  Calif 

Sir:  As  a  "federal  bureaucrat"  I  object  to 
the  inflation  indexing  article.  Yes,  my 
salary  did  go  up  9.1%  in  October.  How- 
ever, the  CPI  increased  12%.  In  1979  my 
raise  was  7.0%,  and  the  CPI  was  up  13% . 
My  salary  is  not  indexed  to  the  CPI.  The 
"Bomb  The  Bureaucrat"  advice  for  Mr. 
Reagan  is  ludicrous.  - Presidents  Nixon, 
Ford  and  Carter  have  all  held  my  salary 
down  "as  an  example"  to  industry'.  Infla- 
tion has  only  worsened. 

We're  not  all  bungling  idiots.  Some  of 
us  even  read  Forbes. 
—James  G.  Victor 
Steriing  Heights,  Mich. 


Don't  finger  labor 

Sir:  I  liked  your  criterion  of  management 
performance  (Annual  Report  on  American 
Industry,  Jan  5),  which  is  tied  to  profits 
(productivity).  Management  likes  to  ac- 
cuse labor  of  lack  of  productivity.  Re- 
member, when  pointing,  three  fingers 
point  back! 
— H.F  Schattenherg 
Lansing.  Mich 


Gas  tax 

Sir:  Your  proposed  dollar-a-gallon  tax  on 
gaso\me( Fact  and  Comment,  Jan  5)  would 
substantially  increase  inflation.  The  tax- 
payers would  suffer. 
—Walter  E.  Davis 
hidianapolis,  Ind. 

Sir:  A  national  tax  of  SI  (or  somewhat 
less)  should  indeed  be  imposed  on  gaso- 
line. A  provision  of  this  tax  law  should 
prohibit  including  the  resultant  increase 
in  the  price  of  gasoline  in  the  Consumer 
Price  Index.  Preventing  this  indexing 
would  lessen  its  inflationary  impact. 
— Gerald  Hansen 
Tekamah,  Nehr 

Sir:  a  value-added  tax  coupled  with  a 
commensurate  reduction  in,  particularly, 
taxes  on  corporate  income  and  capital 
gains  could  maintain  the  revenue  base 
without  strangling  the  business  commu- 
nity. That  makes  a  lot  more  sense  than 


MSF's  $l-a-gallon  gasolme  tax  proposal. 
Regulation,  windfall  profits  and  OPEC 
have  hurt  the  energy  consumer  enough. 
— Lucian  Morrison 
Houston,  Tex 

Must  now  work  harder 

Sir:  You  are  far  too  generous  in  your 
comments  (Fact  and  Comment,  Jan.  5). 
Now,  I  will  be  busier  than  ever,  making 
sure  that  your  predictions  stand  up  to 
your  reputation. 
—John  K  .McKinley 
Chainnan  and  CEO, 
Texaco 

Greenu  ich,  Conn 


Sjmfuel  success 

Sir:  Re  your  projected  coal  boom  (Jat^. 
5).  Why  don't  our  government  and  in- 
dustry copy  success?  South  Africa  is  the 
only  nation  that  has  had  the  foresight  to 
rapidly  build  capacity  to  convert  coal  to 
oil  on  a  scale  sufficient  to  reduce  de- 
pendence on  OPEC. 
— Uiuretice  I.  Gould 
Cleveland,  Ohio 


Cleanliness  costs 

Sir:  Your  item  "What  price  litter?" 
(Trends,  Jan.  5)  failed  to  mention  Ver- 
mont, which  actually  was  one  of  the  first 
states  to  have  a  bottle-and-can-retum 
law.  The  state's  highways  are  bare,  the 
scenery  solid  green.  There  is  some  ex- 
pense involved  in  enforcing  these  laws, 
but  that  is  true  of  all  endeavors  to  clean 
up  the  environment. 
—John  W  Miller 
Sprii  ig  field.  .  I  lass 


Radiation  is  everjrwhere 

Sir:  Re  MSF's  comments  on  nuclear 
power  (Jan.  5).  Fiere  is  the  radioactive 
box  score: 

Anyone  living  within  50  miles  of  the 
Three  Mile  Island  holocaust  (so  called) 
received  a  total  dose  of  less  than  1%  of 
the  yearly  natural  background  radiation 
(as  reported  by  the  President's  Commis- 
sion on  the  Three  Mile  Island  accident, 
and  also  confirmed  by  the  Bureau  of  Ra- 
diological Health,  U.S.  Public  Service). 
This  would  be  1.3  mrem  (which  stands 
for  a  millirem,  or  1/1,000  of  a  rem,  a  unit 
of  measurement  established  by  the  Inter- 
national Committee  on  Radiation  Pro- 
tection. This  is  on  an  annual  basis). 

Granite  rock  produces  radiation. 
Grand  Central  Station,  in  New  York 


City,  has  a  radiation  exposure  of 
mrem.  Truck  drivers  traveling  over 
ment  roads  made  with  granite  aggrej 
can  be  exposed  to  an  additional  12  mi 
yearly. 

A  whole-mouth  X  ray  produces 
mrem  of  exposure. 

A  barium  enema  X  ray  (someti 
called  a  GI  series)  produces  8,000  mr 
— Leslie  A.  Runton 
Canton,  .Ma.'is 


Get  the  names 

Sir:  Re  your  item  on  those  returned 
livery  labels  (Fact  and  Comment,  Jan. 
How  simple  it  is  to  pick  up  the  teleph 
and  determine  the  names  and  comp 
addresses  so  the  magazine  could  be  p: 
erly  delivered.  Your  system  is  no  be 
than  junk-mailers  who  send  unsolic 
matter  to  "occupant." 
—J.E.  Murrhee 
Gretna,  La 


Organized  crime 

Sir:  Your  articles  by  Mr.  Cook  on  oi 
nized  crime  should  be  required  read 
for  police  departments  and  other  law 
forcement  units  at  the  state  and  fed 
levels.  You  can  be  sure  they  will  be 
quired  reading  for  my  students. 
— Hugh  J.B  Cassidy 
Professor  of  Criminal 

Justice  .Studies, 
Adelphi  L  niversit}' 
Garden  Cit\;  M.Y. 

Sir:  As  someone  who  has  spent  m 
years  with  rackets  and  frauds  bureau 
am  particularly  impressed  wuth  the  si 
of  your  investigation  and  your  couragf 
printing  it. 

—Joseph  Tarantola  . 
President,  j 
State  of  \eu'  York  ' 
District  Attorney  Investigators.  i 
Police  Benevolent  Association,  Inc.  \ 
S'eu-  York,  .vy 


Timely  billion 

Sir:  There  are  a  couple  of  examples 
Readers  Say  (Sov  24,  1980)  of  trying 
visualize  how  much  a  billion  dollars 
How  about  trymg  this:  Starting  with 
birth  of  Christ  and  spending  $1,000 
day  (a  figure  most  of  us  can  ident 
with),  one  would  have  to  go  to  late  in ; 
year  2739  to  get  rid  of  $1  billion. 
— Glen  L  .  Innis  . 


-Madison.  VC  is 
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ictinct? 

sider  the  following.  Dictaphone's  Dual  Display  is  the  only 
i  processing  system  to  give  you  both  a  full  page 
3  screen  and  a  single  line  display 
56  line  screen  shows  true  proportionally  spaced 
ustif  ied  text  (with  bold  characters,  underlines,  subscripts, 
srscripts  and  a  magnified  half  page  zoom), 


7111  «^vyiiiuii        ail  II  ic;oc;  iiiiic;  ai  lu  iiit^i  ic;y-pavii  i^  iccii 

a  long  list  more,  including  concurrent  processing 
complete  modularity.  Is  your  office  still  home  for 
rted  Typewritosaurs  or  Brontoprocessaurs?  If  it  is, 
1  he  extremely  farsighted  to  send  in  the  coupon 
ill  us  toll  free  at  800-648-5000.  I?" 
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For  more  information 
fill  in  the  coupon 
and  mail  to: 

Dictaphone  Corporation 
|CnlP)\/  120  Old  Post  Road 
i^^l^iuj  York  10580 

or  call  toll  free  800-648-5000 
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n  take  any  of  f  ice  out  of  the  stone  age. 


THE  POWER  OF  EXPERIENCE 

114  coal-fired  units. 38,800  megawatts. 
Design  tailored  to  your  needs. 


BECHTEL  POWER  CORPORATION 

Spn  Francisco    Los  Angeles    Gaithersburg    Ann  Arbor  Houst<^ 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


ONLY  TWO  WAYS— BOTH  TOUGH— TO  BALANCE  THE  BUDGET 


most  90%  of  the  federal  government's  spending  and  yearly 

nditure  increases  have  been  congressionally  mandated. 

''re  not  open  to  budget-cutting  considerations. 

ley're  "uncontrollable"  without  new  legislation. 

ws  mandating  such  expenditures  as  entitlements,  Social 

rity  programs  and  welfare  programs  have  to  be  recast  to 

a  prayer  of  balancing  the  budget,  slowmg  mflation. 


And  to  keep  from  being  swamped  with  ever  more  congres- 
sionally mandated  spending  that  is  unproposed  and  unwanted 
by  the  executive  branch,  the  President  should  be  given  the 
power  of  selective  veto  on  spending  rrieasures,  including  the 
budget  when  Congress  hands  it  over. 

Without  these  two  moves  all  the  talk  will  remain  just  talk, 
all  the  action  will  remain  mostly  no  action. 


ACCUSING  CORPORATIONS  OF  HIRING  EX  POLITICOS 


lat  they  gain  an  "in"  with  the  federal  bureaucracy  is  as 
trmg  to  the  hired  as  it  is  absurd. 

1  the  Cabmet  level  and  on  other  high  government  levels, 
i  who've  had  these  political  appointments  know  far  better 
others  how  frustratingly  little  they  were  able  to  affect  the 
al  flow  of  the  federal  bureaucracy.  Top  Level-ers  get  caught 
at  glue  as  soon  as  they  enter  their  ornate  marble  offices  for 
:  civil  service  subordinates  presume  will'  be  ornamental 
ihort-lived  occupancy 

deral  departments  and  agencies,  when  they  move  at  all, 
;  to  their  own  beat.  Cabinet  Secretaries  spend  m.uch  time 
r  testifying  on  Capitol  Hill  or  issuing  directives  in  their 

IT'S  ESSENTIAL  TO  INCREASE 

;  U.S.  is  to  stay  competitive  in  the  world's  marketplaces, 
igs  must  finance  needed  development  and  pay  for  the  up- 
test  technology  in  ever/thing — from  manufacturing  to 
ibution,  from  the  latest  in  the  lightest,  more  comfortable 
ine  seats  to  maximum  auto  MPGs — everything, 
ice  there's  no  disagreement  on  this  obvious  point,  you'd 
c  we'd  promptly  take  steps  to  accomplish  that  objective— 
mada  did.  Until  1972,  personal  savings  rates  there  were  far 


own  departments  that  are  as  effective  as  punching  pillows. 

A  rare  standout  like  George  Shultz  is  latched  on  to  for  his 
assorted  and  immense  abilities — which  are  m  even  shorter 
supply  in  Washington  than  in  business.  His  great  influence 
was — and  is — in  helping  Presidents  form  policy.  With  the 
inner  workings  of  the  federal  bureaucracy,  that  influence  was 
frustrated  time  and  time  again. 

As  did  those  before  them,  when  [immy  Carter's  crew  go  job 
hunting  in  the  real  world,  they'll  carry  with  them  a  knowledge 
of  how  ,the  bureaucracy  works — or,  rather,  doesn't.  But  in  their 
departing  D.C.  baggage,  there  will  be  little  or  no  residual 
Capitol  influence. 

SHARPLY  PERSONAL  SAVINGS 

less  than  ours.  Now  Canadians  put  into  savings  4  to  5  times  as 
much  as  Americans  do.  At  the  end  of  1979,  we  saved  only 
3.5%  of  our  aftertax  income. 
How  did  the  Canadians  do  it? 

First,  the  good  news.  The  Maple  Leafs  took  off  virtually 
every  restriction  on  savings,  including  the  dropping  of  limits 
on  interest  rates.  Canadians  putting  spare  money  into  savings 
accounts  can  earn  10.5%  interest,  with  no  minimum  deposit 
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and  no  withdrawal  penalty,  and  the  first  $1,000  from  savings 
mcomc  is  tax  free.  The  result  is  that  everyone  who  eoneeivahly 
ean  save  that  much,  docs. 

Now,  the  bad  news.  In  Canada,  interest  on  debt  isn't  tax 
deductible.  Many  Americans  would  object  to  this  approach, 
hut  with  a  reverse  situation  here,  borrowing  is  encouraged  and 
personal  saving  is  not.  As  the  Wall  Street  Journal  points  out, 
"Even  at  21%,  credit  for  many  borrowers  is  not  really  expen- 


sive, after  taxes.  Economist  Lawrence  Kudlow  at  Bear  Stea 
estimates  that,  after  deducting  interest  costs,  a  business  HI 
rower  who  is  paying  taxes  at  a  46%  rate  ends  up  with  his  2 
money  costing  him  only  1 1 .3% .  If  you  figure  inflation  is  hig  j 
than  that,  he  is  getting  it  free." 

Ceilings  on  savings  interest  rates  are  to  end  in  the  U.S 
1 986.  We  are  making  a  start  in  the  right  direction,  but  dram 
cally  more  and  sooner  should  be  a  first  order  of  business. 


FIRST  LADIES  HAVE  AN  IMPOSSIBLE  JOB 

particularly  if  they  set  out  to  do  tar  more  than  make  the  White       "The  whole  world  now  knows  that  women  can  do  a  lo 
House,  as  the  nation's  number  one  home,  a  place  of  warmth    things  besides  sit  on  the  platform  and  look  with  an  adoi 
and  welcome,  of  grace  and  tone.  In  our  time  |ackie  Kennedy    face  at  their  husbands  making  a  speech."  (My  wife,  in 
did  all  that  in  a  glamorous  way;  Bess  Truman,  in  a  comfortable    politicking  days,  sat  on  the  platform,  but  in  the  place 

adoration,  sJeep  usually  took  over.) 

On  the  subject  of  speeches — "I  v 
listen  to  somebody  talk  when  I  wc 
listen  to  him  read,  no  matter  how  w 
the  words." 

Did  she  find  White  House  proto 
complicated?  "I  found  it  a  lifesaver 
there  weren't  any  rules  or  regulation 
would  be  pandemonium." 

Is  it  true  she  never  much  liked  sh 
ping  for  clothes?  "Anybody  who  cam 
it  as  entertainment  is  beyond  me.  [L, 
don]  spent  years  trying  to  get  me  .  . 
be  better  groomed.  .  .  .  'You  don't  sel 
.  you  ought  to  carry  your  lipstick  aroi 


way  that  most  of  the  country's  home- 
makers  could  identify  with. 

A  handful  of  presidential  wives  over 
the  years,  through  a  combination  of  spe- 
cial circumstances,  special  characteris- 
tics and  special  interests,  have  had  spe- 
cial impact  beyond — and  sometimes  at 
the  expense  of — the  demanding  job  of 
First  Ladying  the  White  House. 

Dolley  Madison's  famed  mettle  had  its 
ultimate  test  when  the  British  fired  the 
place;  Mrs.  Woodrow  Wilson,  married  in 
the  White  House  after  the  first  wife  died, 
ran  the  country  sub  rasa  for  several 


'For  gush  sakes,  here  comes  Mrs.  Roosevelt!" 

DRAWING  BY  HOBT.  DAY;  ©  19,33,  1961 
THS,  NEW  YORKER  MACAZtNE,  INl. 

months  from  her  stroke-stricken  husband's  bedside;  Eleanor  jwhat  you're  worth  . 

Roosevelt,  with  a  husband  whose  heart  was  elsewhere,  had  a    with  you  and  .  .  .  put  some  on  every  thirty  minutes.'  " 
major  national  impact  all  her  own  through  extraordinary  car-       Is  it  true  that  President  Johnson  liked  her  to  wear  high  bee 
ing,  talking,  going  and  doing.  "Yes,  and  I  hated  them.  I  always  felt  that  I  was  going  to 

Despite  having  a  demanding,  all-consuming  husband  who  '  down.  .  .  .  People  weren't  really  meant  to  wear  high  heels, 
doted  on,  leaned  on  her.  Lady  Bird  Johnson  made  real  contribu-    Lord  didn't  fix  your  foot  that  way." 

tions  over  and  above  keeping  a  needed  hand  on  his  throttle.  With  all  her  activities,  is  there  much  time  left  for  hci 

In  American  Heritage's  December  issue  there's  a  riveting,  enjoy  her  leisure?  "Somewhere  or  another  I  came  acrosi 
delightful  interview  (and  first-rate  photos)  of  Mrs.  Johnson.  Her  quote — I  think  it's  E.B.  White — 'When  I  wake  up  in  the  mo 
comments  on  people,  events  and  her  husband  are  strewn  with  ing  I  wonder  if  I  should  try  to  save  the  world  or  savor  it  todj 
perceptive,  though  pleasantly  phra,sed  statements.  To  wit:  And  more  and  more  I  find  that  I  want  to  savor  it." 

TO  BE  HEALTHY,  EAT  ALL  THE  POTATOES  YOU  WANT 


Judging  from  the  life  span  and  enthusiasm  of  his  patients. 
New  Jersey's  Dr.  Oscar  Kruesi  much  merits  the  wide  respect 
given  to  his  observations  about  the  importance  and  conse- 
quence to  health  of  what  one  eats — or  doesn't. 

To  the  joy  of  those  of  us  who  love  'em.  Dr.  Kruesi  and  some 
other  pioneers  have  transformed  potatoes  from  a  dieter's  sa- 
cred First' Commandment,  Thou  Shalt  Not,  back  into  one  of 
health's  first  essentials.  He  writes: 

"Twenty-three  young  men  were  given  ten  potatoes  per  day 
which  they  could  have  prepared  in  any  way  except  french  fried 
or  potato  chips.  .  .  .  After  three  months  of  eating  ten  potatoes 
per  day,  the  average  had  lost  weight.  ...  It  is  not  the  potato 
that  makes  a  person  obese,  it  is  .  .  .  things  that  contain  sugar 
and  white  flour. 


"In  the  United  States  since  1900,  potato  consumption) 
gone  down  60% .  Whole  grains  have  gone  down  50%  and  f 
and  oils  have  risen  50%.  Associated  with  these  changes  I 
been  the  development  of  all  kinds  of  diseases.  .  .  . 

"The  lowly  spud  is  very  high  in  Vitamin  C  and  vitami 
and  minerals  in  general.  Sustained  energy  is  obtained  fn 
it  because  the  complex  starch  is  gradually  broken  down  £ 
releases  its  energy  slowly  rather  than  all  at  one  time. 

"One  potato  approximately  VA  inches  m  diameter  woi 
give  you  only  83  calories.  An  equivalent  amount  of  french  fr 
potatoes  would  be  almost  400  calories  and  that  is  a  terri 
thing  to  do  to  a  potato.  An  equivalent  amount  of  potato  ch 
would  equal  about  540  calories!  Therefore,  eat  it  boiled 
baked,  skin  and  all." 


20 


FORBES,  FEBRUARY  2,  I 


FARRAH  FAWCETT  BETTER  WATCH  OUT 

'cause  Susan  Anton's  come  to 
town! 

Forbes'  Highlander  was 
asked  this  year  to  lead  the  spec- 
tacular Ft.  Lauderdale  Christ- 
mas parade  of  boats  with  ac- 
tress Susan  Anton  aboard — and 
she  has  to  be  one  of  the  most 
exciting  Grand  Marshals  ever. 

Here  you  can  see  one  of  the 
benefits  of  having  a  boat. 

AFTER  THE  SPENKELINK  EXECUTION 

a  New  Jersey  newspaper,  the  Dispatch,  surveyed  its  readers  asking  if 
they  believe  in  capital  punishment.  Replied  one,  "I  certainly  do.  I 
think  there  are  several  people  in  the  capital  who  should  be  punished." 


PEOPLE  WITH 

no  problems,  are. 


ONE  WHO  NEVER  MAKES  MISTAKES 

never  was  .  .  .  nor  should  be. 


A  GOOD  WORD  FOR  THE  CENSUS 


By  M.S.  Forbes  Jr. 


A  few  months  ago,  a  Detroit  federal 
adge  ordered  the  Census  Bureau  to 
tiflate  its  count  before  the  numbers 
ould  be  used  for  reapportionment  or 
3r  distributing  federal  aid. 

The  Supreme  Court  should  prompt- 
y  overrule  such  decisions.  To  permit 
ensus  numbers  to  be  readjusted  is 
pening  a  political  can  of  worms. 
Vhat  criteria  do  you  use  for  such 
hanges?  There  is  no  reliable  method, 
ccording  to  demographers.  In  the  real 
/^orld,  political  muscle  or  judicial  fiat 
/ill  determine  that. 

For  all  its  alleged  shortcomings,  the 
ensus  of  1980  was  by  most  objective 
ppraisals  the  most  accurate  ever. 
Moreover,  there  is  little  persuasive 
vidence  that  the  undercount  will 
luch  alter  the  distribution  of  federal 
ollars,  of  congressional  and  state  leg- 
slative  seats. 

Just  as  congressmen  of  whatever 
tripe  will  vigorously  protest  when  a 
lilitary  base  is  closed  in  their  dis- 
rict,  so  too  is  it  natural  for  big-city 
layors  to  howl  when  the  Census 
bowed  their  bailiwicks  losing  popu- 
ition — and  hence,  political  power. 

The  Census  Bureau  deserves  more 
udos  than  brickbats,  and  the  most 
leaningful  praise  would  be  swift  dis- 
lissal  of  those  Detroit- like  lawsuits. 

THAT  DOLLAR  "OVERHANG" 

What  should  be  done  about  all  those 
^patriate  dollars  "sloshing  around" 
le  world  is  a  question  that  has  trou- 


bled intemational  monetary  experts 
since  the  early  1970s.  Estimates  on 
the  number  of  renegade  greenbacks 
range  from  $500  billion  to  $1.3  tril- 
lion, enough  to  easily  overwhelm  any 
new  system,  undo  any  intemational 
monetary  reforms. 

Experts  to  the  contrary,  the  prob- 
lem won't  be  solved  by  trying  to  "ster- 
ilize" those  dollars  in  special  accounts 
or  by  converting  them  into  Special 
Drawing  Rights  (SDRs).  The  best  so- 
lution is  more  fimdamental:  creating  a 
perception  that  the  dollar  is  a  valuable 
currency,  that  it  is  worth  holding. 

Take  Swiss  francs.  The  supply  of 
francs  ballooned  in  the  last  decade. 
But  because  the  markets  believed  that 
paper  to  be  sound,  its  value  went  up, 
not  down.  Until  recently,  Arabs  and 
others  couldn't  get  enough  of  them. 
The  same  principle  was  long  true  of 
the  deutsche  mark. 

How  do  we  change  perceptions 
about  the  dollar?  By  putting  our  finan- 
cial house  in  order:  getting  control  of 
the  budget,  significantly  changing  our 
tax  and  regulatory  codes  and  getting 
the  Federal  Reserve  to  operate  on  a 
more  market-oriented  basis.  Do  all  of 
this — obviously  no  easy  task — and  the 
talk  of  the  "dollar  overhang"  will  dis- 
appear. If  the  markets  believe  that  we 
are  changing  our  financial  system  for 
the  better,  those  overseas  dollars  will 
become  less  of  a  problem— and  more  a 
source  of  productive  capital. 

*  *  * 

There  is  precedent  in  our  own  his- 
tory for  turning  such  a  liability  into  an 


asset.  The  American  Revolution  left 
the  newly  independent  United  States 
with  a  debt  burden  so  crushing  as  to 
make  our  current  one  look  puny  by 
comparison.  Our  first  Treasury  Secre- 
tary, Alexander  Hamilton,  made  a 
number  of  brilliant  financial  reforms. 
Faith  was  restored  in  the  ability  of  the 
U.S.  to  handle  its  finances,  even 
though  the  debts  were  not  paid  off. 

Writes  the  highly  respected  Hamil- 
ton biographer.  Professor  Forrest  Mc- 
Donald: "As  a  consequence  [of  Hamil- 
ton's program],  certificates  of  the  pub- 
lic debt,  heretofore  a  politically 
divisive  and  economically  crippling 
national  burden,  were  transferred  into 
capital.  Hard-nosed  investors  in  Hol- 
land— then  the  financial  capital  of  the 
world — gave  U.S  bonds  their  highest 
rating.  Gold  and  silver  began  to  flow 
into  America." 

Thanks  to  this  inflow  of  foreign 
capital,  our  then-stagnant  economy 
began  to  grow. 

Reagan  has  the  opportunity  to  per- 
form a  latter-day  version  of  Hamil- 
ton's feat. 

REVIVING  THE  DOW 

The  Dow  Jones  industrial  average 
has  never  stayed  above  the  1000  mark 
for  very  long.  In  fact,  piercing  that 
magic  level  has  always  heralded  a 
sharp  stock  market  break.  To  over- 
come this  psychological  barrier,  per- 
haps the  average  should  be  split,  say, 
2-for-l.  That  would  put  the  Dow  un- 
der 500,  enabling  it  to  double  before 
again  reaching  the  1000  mark. 
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Other  Comments 

Often  coninicnis  hy  othciy  slimuliiU\  irrilaU\ 
abuse  ot  aniii.H'  this  editor  's  tniru/.-.MSI- 


Japan's  Next  Export 

The  home  building  industry  is  where 
the  American  automobile  industry  was  a 
couple  years  ago:  making  energy  hogs 
and  unable  to  sell  them.  .  .  .  Home  build- 
ers are  just  lucky  that  Japan  doesn't  ex- 
port houses  yet. 

— James  Barron,  New  York  State  Energy 
Research     Development  Authority 


Be  It  B.Am  B.S.  or  Just  AE 

College  IS  like  an  imprimatur.  It's  like 
having  an  American  Express  card. 

— Clare  Boothe  Luce, 
Town  &)  Country 

Uncontrollables 

The  ditficulty  (the  Reagan  Administra- 
tion faces  to  hold  down  future  spending) 
is  that  the  budget  is  like  a  supertanker.  It 
acquires  tremendous  momentum  that 
cannot  be  arrested  quickly  and  that 
comes  from  several  sources.  One  is  the 
"open-ended"  entitlements,  such  as  un- 
employment insurance  and  food  stamps, 
in  which  Congress  prescribes  eligibility 
and  benefits  but  can't  limit  the  number 
of  claimants.  Automatic  benefit  in- 
creases for  inflation,  mandated  by  law, 
have  been  driving  up  the  cost  of  Social 
Security  and  Civil  Service  pensions  and 
other  programs  for  years.  Contracts  for 
highways,  warships,  post  offices,  sewage 
treatment  plants  and  other  projects  are 
paid  out  over  several  years.  The  cost  of 
farm  price  supports  depends  partly  on 
weather  and  the  crops.  Finally,  interest 
must  be  paid  on  money  borrowed  to  fi- 
nance past  budget  deficits. 

Over  time,  a  President  and  Congress 
can  control  virtually  every  one  of  these 


"uncontrollable"  elements  in  the  budget, 
by  legislating  changes  in  law. 

— by  Edward  Cowan, 
New  York  Times 

Polish  Joke 

If  we  applied  some  of  our  economic 
policies  to  the  Sahara,  soon  there  would 
be  no  sand. 
— Jan  Pietrzak,  Poland's  caliaret  satirist 

Executive  Aphrodisiac 

Before  becoming  Secretary  ot  the  Trea- 
sury, W.  Michael  Blumenthal  headed  the 
Bendix  Corporation.  Once  asked  if  he 
would  some  day  like  to  own  Bendix, 
Blumenthal  replied:  "It's  not  ownership 
that  counts — it's  control.  And  as  Chief 
Executive  that's  what  I've  got.  We  have  a 
shareholders'  meeting  next  week,  and 
I've  got  ninety-seven  percent  of  the  vote. 
I  only  own  eight  thousand  shares.  Con- 
trol is  what's  important  to  me.  ..." 

— The  Third  Wave,  by  Alvin  Toffler 

Integrity  Comes  First 

When  John  D.  Rockefeller  paid  tribute 
to  J.  Pierpont  Morgan's  boldness  in  deal- 
ing with  the  financial  crisis  of  1907,  he 
added,  with  priceless  understatement, 
"And  he  is  not  a  rich  man,  either." 

Hetty  Green  was  richer  and  Jubilee  Jim 
Fisk  and  Diamond  Jim  Brady  were  more 
flamboyant,  but  Pierpont  Morgan  had 
one  thing  over  them:  class.  The  charac- 
teristics that  impelled  him  into  the  un- 
questioned position  of  the  foremost 
banking  figure  in  the  world  were  his  per- 
sonal integrity  and  his  unflagging  reli- 
ance on  the  "gentlemen's  agreement,"  a 
phrase  he  himself  coined.  A  few  months 


'All  right.  B.j.,  take  us  over.  I  dare  you. 


before  his  death,  he  was  asked  by  a 
tile  House  committee  investigating 
"Money  Trust": 

O-  Is  not  commercial  credit  based 
manly  upon  money  or  property? 

A.  No,  sir,  the  first  thing  is  charac; 

Q.  Before  money  or  property? 

A.  Before  money  or  property  or  .j 
thing  else.  Money  cannot  buy  it.  .  .  .| 
cause  a  man  I  do  not  trust  could  not] 
money  from  me  on  all  the  bond:! 
Christendom.  \ 
— Here  Lies  Amei\ 
by  Nancy  Eills  and  Parker  Ha> 


"If  you'd  just  done  better 
the  debate,"  Rosalynn  Car 
might  be  tempted  to  hoi 
from  her  Plains  kitchen, 
wouldn't  have  messed  up  t 
hoecake." 

—Loudon  Wainwright 


Atom  Disarming  Equalit; 

The  Russians  have  been  building  i 
siles  hand  over  fist  while  we  have  m 
both  sides  are  to  reduce  to  equal  for 
the  side  that  has  larger  forces  will  ha\ 
give  up  more.  When  the  Russians  1 
15,000  missiles  and  we  have  2, ,500,  i 
will  propose  that  each  side  reduce 
force  by  2,000. 

— Wall  Street  journal  edit( 

Limits  to  Reagan  Mandat 

[Reagan's]  mandate  is  specific:  to 
trol  inflation,  to  reduce  unnecessary , 
ernmental  interference  m  private  1 
and  in  business,  to  reassert  Amcr: 
prominence  in  the  world.  The  man' 
does  not  necessarily  include  far  righi 
lists,  censorship,  the  absence  of  gun  i 
trol,  prayer  in  schools  and  a  constitut 
al  amendment  banning  abortion  Tl 
things  ...  do  not  represent  maj( 
wishes.  Nor  does  the  Reagan  mam 
suggest  approval  of  a  national  pulpn 
Jerry  Falv/ell's  lethal  sweet  talk  or  ot 
National  Conservative  Political  Ac 
Committee  (NCPAC),  whose  lib', 
hunting  leaders  have  been  jumpint: 
and  down  like  Froggie  the  Grcmlm 
Nov.  4.  The  majority  voted  for  Re. 
because  he  appeared  to  be  a  reason, 
man,  and  a  reasonable  presidenc} 
what  the  country  expects. 

— T 

Sparkling  Truth 

To  a  hatcheck  girl  who  admired 
jewelry  by  exclaiming,  "Goodness,  \\ 
beautiful  diamonds,"  Mae  West  repli 

"Goodness  had  nothing  to  do  witl 
dearie." 

— Earl  Wilson,  New  York  I 
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DeanWitter 
Quadmples 

the  Dow 


For  nearly  three  years,  Dean  Witter  Reynolds' 
"Recommended  List"  has  outperformed  the  Dow  Jones 
Industrial  Average  by  more  than  4  to  1.  That's  not  only  a 
consistently  high  level  of  performance,  but  a  standard 
that  would  please  even  a  hard-to-please  investor. 

The  Actual  Proof  of  Performance 

An  independent  accounting  firm  compared  the 
performance  of  all  the  securities  on  our  "Recommended 
List"  against  the  Dow  during  the  period  from  January, 
1978  through  September,  1980.  The  results.?  Our  list 
appreciated  in  value  by  66.2%,  over  four  times  more 
than  the  Dows  14.4%  gain*  It  also  outperformed  Stan- 
dard &  Poor's  "400"  Industrials  and  "500"  Composite  by 
a  considerable  margin. 

Of  course,  we  know  that  the  impressive  past  perfor- 
mance of  our  "Recommended  List"  doesn't  guarantee 
the  same  success  with  those  recommendations  or  with 
any  other  recommendations  in  the  future.  But  with  our 
uncompromising  research  standards  and  timely  recom- 
mendations, we  think  we're  bound  to  put  a  smile  on 
your  face  — even  if  you're  the  most  demanding  investor. 

jOur  Research  Standards  Aren't  Standard 

The  outstanding  performance  record  of  our 
"Recommended  I>ist"  is  due  in  part  to  ourimcompro- 
mising  research  standards.  At  Dean  Witter,  we  don't  just 
investigate  the  companies  we  consider  for  the  "Recom- 
mended List','  we  turn  them  inside  out.  We  check  every 
possible  angle  to  be  sure  those  recommendations  are 
sound.  We  also  weigh  each  stock's  upside  potential 
against  its  downside  risk.  Should  a  stock  meet  all  onr 
criteria,  then,  and  onlv  then,  does  it  become  a  candidate 
for  the  "Recommended  List"  — and  that  should  help  you 
feel  more  secure  about  your  investments. 

A  Recommendation  Is  Only  As  Good  As  Its  Timing 

Because  market  values  fluctuate  so  (Quickly,  we  go 
out  of  our  way  to  make  sure  our  research  data  is  current 


and  ou^  recommendations  are  on  time  as  well  as  on 
target.  That's  part  of  the  reason  the  track  record  of  our 
"Recommended  List"  is  so  solid.  Demanding  investors 
expect  that  level  of  performance.  That's  w  hy  Dean 
Witter  Reynolds  is  winning  over  more  and  more  of  them. 
No  wonder  Dean  Witter  Reynolds  is  one  investment 
firm  you'll  be  glad  to  hear  from. 

*BuEh  indites  arc  cm. lusnc  ot'di  \  idcnds  and  l< uniinssinns  "Kccunniiciujcd  I ,ist"  results  were 
achic\cd  onK  it  all  rectimmendalHtns  were  tollnw  ed    \  repiirt  nn  rhc  perUirm  inte  iif 
indi\  idual  srueks.  including  ad\  anccs  and  declines,  is  a\  ailahle  at  branch  otHces 


Dean  Witcer  Reynolds  Inc.  F2 
Clien:  Information  Services 
P.O.  Box  5013,  Clifton,  NJ  07012 

Please  send  me  more  information,  including 
Dean  Witter  Reynolds"  "Monthly  Investment  Outlook',' 
containing  an  index  of  the  latest  "Recommended  List" 
and  a  ccjpy  of  the  comparative  perforjnance  report. 

Name  


Address- 
City  


-State- 


Home  Phone. 


 Zip_ 

.Business  Phone. 


If  you  are  currently  a  Dean  Witter  Reynolds  client, 
please  indicate  your  account  executive's  name  and 
office  

Mail  this  coLipon  or  call  toll-free 

800-526-7443,ext.l40 


ext 

In  New  Jcrscv:  ,S()()  -  522-4503,  ext.  140 

DEAN  WITTER  REYNOLDS 

One  investment  firm 
you'll  be  glad  to  hear  from. 

Member  SIFC 


CNA  believes  woridng  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


"CNA  has  developed 
the  finest  communications  system 
for  insurance  agents.  It^  called 

listening  and  understanding.  It  sounds  easy  enough, 

but  good  communications  is  something  we  don't  have  with 
many  insurance  companies.  CNA  is  an  exception.  We  exchange 
ideas  with  everyone  from  their  branch  people  right  on  up  to  the 
top.  CNA  encourages  this  dialogue  so  they  can  respond  with  the 
products  and  services  my  clients  need.  An  insurance  company  that 
wasn't  deeply  committed  to  the  American  Agency  System  simply 
wouldn't  bother." 


INSURANCE  FROM 

C¥A 

Judge  us  by  the  agents  who  represent  us 

Continental  Casualty  Company  Continental  Assurance  Company  CNA  Plaza  Chicago,  IL  60685 


What's  Ahead  for  Business 


THE  STORM  BEFORE  THE  LULL 


Beaten  at  the  polls, 
the  liberals 
are  regrouping 
to  fight  cuts 
in  spending 


Chrysler  rescue 
notwithstanding, 
lany  businesses  and 
banks  are  heading 
»r  bankruptcy  court 


Interest  rates  will 
ide  a  rollercoaster 
and  come  down 
painfully  slowly 


Congressional  liberals,  who  represent  the  old-fogey  status  quo  just  as 
conservatives  did  during  the  early  FDR  Administration  (see  p.  38),  are 
preparing  to  filibuster  against  the  Reagan  economic  reforms. 

That  shrewd  old  pol,  Thomas  R  (Tip)  O'Neill  Jr.  (D-Mass.),  has  already 
packed  both  the  House  Ways  &  Means  and  Rules  committees  with  faithful 
free  spenders.  This  will  further  hinder  spending  cuts,  already  difficult 
enough  to  achieve.  So,  with  the  best  will  in  the  world,  the  Reaganites  will 
not  be  able  this  year  to  avoid  heavy  borrowing  to  finance  the  federal  deficit. 
Therefore,  look  for  continued  uncertainty  on  the  political  front  as  the 
pendulum  swings  back  and  forth  toward  conservative  reforms  and  against 
them.  That's  just  one  of  the  clouds  in  the  business  picture  this  year.  A 
sluggish  economy,  held  back  by  high  interest  rates,  will  be  another.  Rising 
unemployment  will  be  yet  another.  It  takes  an  increase  of  2%  to  4%  in  the 
gross  national  product  in  real  terms  to  absorb  the  job-seekers  entering  the 
economy  every  year.  With  little,  if  any,  economic  growth  in  store  for  the 
year,  unemployment,  currently  at  7.4%,  is  almost  certain  to  rise  to  9%. 
(Happy  Inauguration,  Ronald  Reagan!) 

There  will  be  spectacular  corporate  failures,  too.  Several  major 
banks  are  definitely  on  the  danger  list.  A  more  conservative  administration 
is  in  power  and  Fed  Chairman  Volcker  is  determined  not  to  flinch  as  he  did 
with  the  Himt  brothers'  near-failure  last  summer.  All  of  which  means 
probable  bankruptcy  for  a  large  number  of  businesses  and  banks.  Chrysler 
may  be  a  special  exception  but  only  after  the  shareholders  are  virtually 
wiped  out  and  the  creditors  take  a  big  bath. 

There  will  be  loud  demands  that  Congress,  the  Administration  do  some- 
thing, anything.  But  both  the  politicians  and  the  Fed  have  learned  the  hard 
way  that  only  an  experience  of  pain — for  businessmen  and  workers  alike — 
can  restore  the  financial  discipline  needed  to  keep  inflation  from  running 
away.  Will  Volcker  lose  his  nerve?  Not  likely.  He's  determined  to  reduce 
inflation  at  almost  any  cost.  His  hand  at  the  Fed  is  strengthened  by  the 
recent  appointments  of  five  like-minded  presidents  in  the  Fed  system. 

Under  these  circumstances  it  will  take  virtually  the  whole  year — even  if 
things  go  relatively  well — before  short-term  interest  rates  settle  at  the  15% 
level  from  the  present  18%  to  20%.  Long-term  rates  probably  won't  come 
down  by  more  than  2%  or  3%  at  the  most.  In  the  interim  there  will  be  wide 
swings.  Thus  when  interest  rates  started  dropping  sharply  early  this  year, 
the  Fed  signaled  very  quickly  that  they  were  falling  too  fast.  The  bond 
market  rally  was  aborted  and  the  stock  market  turned  weak. 

The  Fed's  new  determination  combined  with  the  strongly  monetarist 
persuasions  of  many  of  Reagan's  Treasury  appointees  virtually  guarantees 
more  such  wild  swings  in  the  bond  market.  The  Fed  has  customarily 
accommodated  the  Treasury  when  the  latter  has  heavy  borrowing  needs. 
But  as  dogmatic  monetarists,  the  new  Treasuryites  oppose  this  kind  of 
intervention.  As  a  result,  when  the  Treasury  borrows  to  finance  the  federal 
deficit,  you  can  look  for  a  bulge  in  interest  rates  and  a  sharp  drop  in  bond 
prices.  Up  and  down.  Up  and  down.  It  will  be  that  kind  of  year.  It  will  also  be 
a  year,  however,  when  the  stage  may  be  set  for  a  renewal  of  noninflationary 
economic  growth.  That  would  make  the  pain  worthwhile. 
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The  Forbes  Index  (Components 


If  there's  a  double  dip  in  the  econo- 
my's future,  it  hasn't  hit  the  Forbes 
Index  yet.  In  the  current  reporting 
period,  the  only  component  to  show  a 
major  decline  is  housing  starts,  which 
were  off  by  nearly  30%.  By  contrast, 
other  indicators,  especially  industrial 
production  and  retail  sales,  are  cur- 
rently showing  healthy  gains. 


The  FoRBss  Index  is  a  measure  of  U.S.  economic  activity 

composed  of  eight  equally  weighted  elements: 

Total  itidustrizi  production 

New  claims  for  unemployment  compensation 

The  cost  of  services  relative  to  all  consumer  prices 

The  level  of  new  orders  for  durable  goods  compared  with 

manufacturers'  inventories 

Toul  retail  sales 

New  housing  starts 

Personal  income 

The  change  in  the  amount  of  coosumer  installment  debt 
outstanding 

To  measure  these  eight  elements,  Fokbes  monitors  11 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  is  presented  at  hght. 


ISO 

135 

1    1    1    1    1    I    1    I    1    1    1  1 

Industrial  production  index  1 1967 =100) 
seasonally  idiusted  (Federal  Reserve) 

Retail  store  sales  ISbillionsi 

seasonally  adjusted  (Dept.  of  Commerce) 


Unemployment  claims  (thousands) 
seasonally  ad)usred  (Dept.  of  Labor) 


Consumer  price  indexes  (1967=100) 

all  urban  consumers,  unadjusted  (Dept.  of  Labor) 


Personal  income  IJbilhons)  wage  and  salary  dis- 
bursements, seasonally  adjusted  (Dept.  of  Commerce 


180 


-  Inventories - 
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'Orders ' 


Manufacturers  new  orders  and  inventories 

(Sbillions!  seasonally  adiusted  (Dept.  of  Commerce) 


Consumer  installment  credit  (Sbillions) 
total,  seasonally  adjusted  (Federal  Reserve) 
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Teleconferencing  I 
gives  you  an  i 

electronic  meeting 

room  as  big  as  ^ 

all  America. 


9m  The  conference  is  a  monster.  It  gobbles  up,  on  the  average, 
45  per  cent  of  the  time  of  executives. 

But  a  teleconference,  by  reducing  travel,  saves  you  time. 
TTiis  leaves  you  free  to  handle  urgent  problems,  clear  up  detail  work,  and 
concentrate  on  your  strategic  planning.  You  become  more  productive. 

A  teleconference,  operating  through  the  Bell  network,  can 
connect  several  cities  at  once.  To  include  more  people,  you  can  use  a  device 
as  simple  as  a  Speakerphone.  Or  go  full  scale  with  a  conference  room  that 
lets  you  receive  hard  copy  or  demonstrate  something  on  a  Gemini®  100 
electronic  blackboard. 

With  a  teleconference  you  can  reach  the  offices  of  your 
company,  customers,  or  vendors.  You  bring  in  people  who  could  not 
otherwise  attend.  You  review  policy,  resolve  problems,  introduce  products, 
train  personnel. 

You  can  do  all  this  because  of  the  amazing  range  of  capabilities 
of  the  Bell  network,  the  world's  largest  and  most  advanced  information 
management  system. 

You  are  already  part  of  the  network.  Use  it.  See  how  easy  it  is 
to  put  our  knowledge  to  work  for  you.  mm 


The  knowledge  business 


Millions  of  Poliqrowners 
across  the  country  know  the 
products  offered  by  NLT's 
three  life  insurance  — ^ 


affiliates. 


None  of  them 
know  the  company 
that  offers  them  all. 


Because  NLT  Marketing  Services  is  the 
newest  member  of  our  $4-billion  family.  The 
family  is  NLT  Corporation.  We're  insurance, 
broadcasting,  entertainment,  real  estate  develop- 
ment, data  processing,  lodging,  and  more. 

NLT  Marketing  Services  is  part  of  it.  Its  business 
is  offering  the  best  of  our  three  great  life  insurance 
companies— The  National  Life  and  Accident  Insurance 
Company,  Great  Southern  Life  Insurance  Company,  and 
Guardsman  Life  Insurance  Compemy— to  insurance  agents  and  brokers 
nationwide.  And  these  programs  have  never  been  available  to  agents  and 
brokers  before,  through  one  centralized  source.  As  one  broker  said, 
"all  of  a  sudden,  it's  like  somebody  opened  a  new  territory  for  us." 

NLT  Marketing  Services  is  an  important  and  exciting  part  of 
NLT.  A  corporation  made  up  of  interesting  people  doing  interest- 
ing things.  And  always  doing  them  a  little  better  than  they're  ex- 
pected to. 

You  never  heard  of  NLT?  Well... keep  listening, 


Imt 


T.M.. 


IMore  than  you*d  expect! 


Forbes 


2ting  back  the  Marxists  isn't  enough  to  save  El  Salvador.  Its 
uness  people  are  losing  hope.  The  economy  badly  needs  reforms — 
r  not  the  kind  the  Carter  Administration  was  pushing. 


After  the 
Idlling 


By  Jerry  Flint 


'  ou'vE  BEEN  READING  and  hearing 
about  terror-torn  El  Salvador,  but 
not  in  the  way  Luis  Escalante,  an 

ialvadoran  banker  who  limps  from 

t  wounds,  knows  it.  "The  econo- 

'  he  says.  "If  this 
continues  it  will 
hell."  Escalante's 

d  couldn't  cash  a 

)0  check  in  Miami 
his    old  bank, 

0  Agricola  Comer- 
-now  national- 
-because  there 

no  funds. 
;lve  hundred  dol- 
'  he  laughed  sar- 
:ally  at  the  gov- 
ent's  ruin  of  his 
prise. 

at's  the  problem. 
Salvadoran  gov- 
ent  may  win  its 
with  Marxist 
illas  but  destroy 
conomy  with  so- 

1  reforms  that  will 

out  private 
tment. 

a  too-common   

in  the  world  today.  Americans  are 
I  tale  of  redistribution  of  the  wealth, 
inds  like  social  justice,  but  the  lega- 
bitter  and  bare.  In  ovcrpopulated, 
rdeveloped  countries  like  El  Salva- 
edistribution  may  be  simply  spread- 
le  poverty  and  replacing  an  old  eco- 
c  elite  with  a  new  political  one. 


The  country  loses  not  the  idle  rich  but 
the  productive  middle  class. 

Says  Manuel  Enrique  Hinds,  an  eco- 
nomics minister  in  an  earlier  junta:  "The 
economy  may  be  near  collapse.  It's  wors- 
ening every  day.  There's  almost  no  for- 
eign exchange  so  we  can't  buy  raw  mate- 


J(A'-.L-  Wa/Mj/eon  Duarte,  head  of  El  Salicuior>  niliniijnniii 
A  tough  opponent  of  Marxist  terror,  but  no  lover  of free  enterprise 

rials  for  our  industry.  There's  a  liquidity 
crisis,  capital  flight,  inflation  and  produc- 
tion is  going  down.  Worse,  the  invisible 
fabric  is  going.  The  trained  people.  When 
you  lose  that  fabric  it  takes  forever  to 
recover." 

A  poultryman,  who  lost  some  of  his 
farm  to  nationalization  but  still  has 


much  of  his  property,  says:  "Every  year 
egg  production  went  up  20%.  Now  it's 
down  20% ,  demand  for  chickens  is  down 
50%.  I  can't  get  credit  for  feed.  What 
kind  of  business  can  you  do  there?" 

The  present  govemment,  called  mod- 
erate and  headed  by  Christian  Democrat 
lose'  Napoleon  Duarte, 
began  to  socialize  the 
economy  under  prod- 
ding by  the  Carter  Ad- 
ministration. It  could 
well  intensify  the  effort 
as  peace  returns.  The 
largest  farms,  the 
banks  and  the  agricul- 
tural export  businesses 
were  seized  without 
payment,  not  even  the 
promised  30-year,  low- 
interest  bonds.  This 
was  not  moderate,  it 
was  extreme.  Even  the 
Marxists  who  rule 
neighboring  Nicaragua 
left  private  planters 
alone — except  for  the 
Somoza  estates — to  in- 
sure production. 

But  in  El  Salvador, 
the  expropriation  was 
backed  by  the  army. 
"The  army  hates  foreign  investment," 
says  one  businessman.  "They  think  free 
enterprise  is  exploitation,  and  that  a  cer- 
tain amount  of  socialism  will  prevent 
communism."  There  is  confusion  in  El 
Salvador,  and  a  return  to  a  less-produc- 
tive former  age. 
On  the  largest  cotton  farms,  where 
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peasant  cooperatives  are  being  set  up, 
the  cotton  harvest  is  expected  to  be 
down  sharply  this  year,  maybe  40%  to 
50%,  which  will  devastate  export  earn- 
ings as  well  as  manufacturing  and  pro- 
cessing industries.  On  some  of  the  old 
cotton  lands  com  is  being  grown.  The 
only  trouble  is  there's  no  shortage  of 
corn,  and  the  cotton  was  worth  more. 

The  junta  threatens,  but  keeps  post- 
poning, confiscation  of 
smaller  plots  used  for 
another  key  export 
crop,  coffee.  Rut  the  ef- 
fect of  the  expropri- 
ation threat  is  a  cut- 
back in  investment, 
less  fertilizer  and  insec- 
ticide use,  which 
would  be  reflected  in 
spreading  blight  and 
probably  cause  a  seri- 
ous slump  in  next 
year's  harvest.  The 
combination  of  guerril- 
la burnings  and  the 
government's  policies 
may  be  halving  produc- 
tion of  the  third  crop, 
sugar.  Indeed,  El  Salva- 
dor is  traditionally  a 
sugar  exporter,  and  just 
when  prices  are  high 
the  country  probably 
won't  be  exporting. 

The  truth  is  El  Salva- 
dor— a  nation  of  5  mil- 
lion people  in  an  area 
the  size  of  Massachu- 
setts— was  near  the 
takeoff  stage  in  devel- 
opment. Listen  to  Ro- 
berto Llach,  a  former 
minister  of  agriculture: 
"We  had  the  highest 
productivity  [in  yield 
per  acre]  of  coffee  in 
the  world;  we're  num- 
ber two  in  cotton  in 
Latin  America,  some- 
times number  one; 
number  one  in  sugar 
productivity,  second  in 
potato  productivity  in 
Latin  America,  first  in 
use  of  fertilizer.  We  are 
forced  to  work  hard 
and  we  do,"  Llach  says. 

The   industrial  and   

commercial  base  had  also  been  growing 
rapidly.  But  now,  says  Enrique  Altamir- 
ano,  publisher  of  the  nation's  largest 
newspaper,  EI  Diario  de  Hoy,  "we  hear 
rumors  of  industrial  reform,  some  kind 
of  takeover  of  industrial  firms."  How- 
many  real  jobs  will  those  firms  provide 
without  the  enterprismg  brains  that  built 
them  or  the  capital  that  fed  them? 

Does  a  poorer,  less  stable  El  Salvador 
matter  to  Americans?  Consider  the  geog- 
raphy and  the  politics;  A  Marxist  regime 


already  controls  neighboring  Nicaragua. 
Cuba  trains  and  aids  the  Salvadoran  reb- 
els, .  and  a  second  Communist  victory 
would  intensify  efforts  to  topple  all  non- 
Marxist  regimes  on  the  land  bridge  be- 
tween Mexico's  oilfields  to  the  north  and 
Venezuela's  to  the  south. 

To  be  sur«,  the  Carter  Administration 
recognized  El  Salvador's  importance,  but 
misunderstood  its  situation.  The  Carter 


El  Salvador's  cotlon  hiinvsi.  devcistcited  by  land  seizures 


and  the  sn^ar  lands,  ni  even  worse  shape  after  guenilla  burnings ' 
"You  have  to  correct  what  is  the  main  mistake,  the  belief  that 
the  developing  sector  is  developing  at  the  expense  of  the  other." 

people  failed  to  see  a  society  changing  to 
modern  ways,  with  the  educated  chil- 
dren of  the  old  rich,  the  young  business- 
men and  technicians  forming  a  new  mid- 
dle class.  They  believed  that  the  old  rich 
still  ruled  with  an  iron  hand,  as  in  the 
story  books.  Social  revolution  to  them 
was  a  kind  of  laxative.  The  influential 
U.S.  press  was  at  times  romantic,  as  in  a 
January  Washington /'o>7  editorial:  "This 
program  [agrarian  reform]  deserves  to  be 
seen  not  as  some  wild-eyed  socialist 


scheme  of  the  left,  but  as  an  effort  to 
up  something  like  the  family  farm! 
the  American  Midwest."  In  fact,  any 
with  the  land  and  money  of  an  Iowa  c 
farmer  is  a  target  for  expropriation  ii 
Salvador. 

The  Reagan  Administration  is  lil 
to  supply  arms  and  training  that  wo 
help  defeat  the  rebels,  but  unless 
now-collapsing  economy  recovers 
trouble  will  reapp 
"You  have  to  cori 
what  is  the  main  e 
take,  the  belief  that 
developing  sector  is 
veloping  at  the  expe 
of  the  other,"  says 
tamirano  of  £/  Diane 
Altamirano  is  rij 
as  any  Amen 
should  know.  Did  \ 
factory  worl 
achieve  a  two-' 
three-television  st 
dard  of  living  thai 
the  world's  envy 
cause  a  Rockefellei 
Morgan  or  even 
Roosevelt  was  m 
poorer?  Of  course  i 
The  rising  tide  of  I 
economic  growth  lil 
all  boats,  the  yachi 
well  as  the  dinghy. 

So  also,  backing 
modem  outward-lo 
ing  business  peopk 
El  Salvador  doe 
mean  stopping  ef& 
at  social  progress, 
even  returning  aire 
expropriated  la 
since  that  would  o 
lead  to  m 
bloodshed.  Instead,  ' 
vadoran  businessii 
such  as  Altamirano 
the  government  m 
be  pushed  by  the  I 
to  accept  the  pri\ 
sector  as  a  partner. 

"Let  the  govemm 
concentrate  on  soi 
development,  edt 
tion,  health,  housiii 
says  Hinds,  the  fon 
economic  minis 
who  speaks  for  the  i 
ior  business  groups 
the  country.  "Economically  we've  goi 
make  a  lot  of  reforms,  but  to  open  up 
economy,  encourage  local  manufacti 
cut  red  tape  and  allow  in  intematio 
banking." 

What  El  Salvador  needs  is  an  e\ 
growing  pie,  not  a  division  of 
crumbs.  It  certainly  does  not  neec 
Castro-type  dictatorship  that  v/o 
merely  reshuffle  the  poverty  and  repl 
the  old  oligarchic  elite  with  a  n 
Marxist  one.  ■  '  j 
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hen  eight  coffee  growers  were  drowning  in 
tures  market  losses,  who  tossed  a  lifeline? 
lod  old  Uncle  Sam — of  course. 


Into  the  grinder 


By  Stanley  Ginsberg 

^  VER  SINCE  OPEC's  smashing  suc- 
|_  cess,  coffee  growers  have  yearned 
■  for  a  cartel  of  their  own.  Far-flung 
rces  of  supply  and  the  vagaries  of  a 
lessential  product  meant  they 
ildn't  fix  prices  like  the  oil  sheikhs. 
:  for  the  past  several  years,  a  group  of 
ird  World  producers  have  had  a  differ- 

plan  brewing:  With  a  govemment- 
vided  kitty,  they  have  been  playing 

futures  markets  with  a  view  toward 
pping  up  the  value  of  their  exports, 
"hings  began  on  a  modest  scale  in 
'4  when  the  growers  formed  Cafe 
ndial,  a  combine  of  Brazil,  Colombia, 
gola  and  the  Ivory  Coast,  which  at 
t  time  accounted  for  60%  of  the  world 
p.  They  began  with  a  simple  two- 
nged  strategy  of  withholding  supplies 
[  boosting  prices  by  playing  the  Lon- 
i  and  New  York  futures  markets.  Still, 

group's  reported  $100  million  kitty 
rly  evaporated  in  the  wake  of  the 
nper  1974-75  crop.  Then  frost  hit  the 
zilian  highlands.  Anyone  who  had 
;e  stocks  of  coffee  on  hand— including 

producers — made  money.  At  $4.21 
olesale  for  a  pound  can  of  Maxwell 
use,  however,  Americans  slowed 
'ing,  and  prices  subsided, 
nter  Dr.  Ricardo  Falla  Caceres,  the 
ictor  of  El  Salvador's  coffee  marketing 
anization.  Variously  described  by  as- 
iates  as  "a  brilliant  tactician"  and 
meone  I  wouldn't  buy  a  used  car 
Ti,"  Falla  gained  the  confidence  of 
!l-heeled  Brazilian  traders  and  moved 
3  futures  on  a  grand  scale.  In  addition 
)eing  charged  by  the  Commodity  Fu- 
ss Trading  Commission  with  engag- 

in  questionable  "wash  sales,"  which 
recorded  as  market  moves  but  where 
re  is  no  net  commitment  to  buy  or 
,  the  group  seemed  intent  on  comer- 

the  July  1977  New  York  "C"  con- 
;t.  But  when  they  had  70%  of  the 
n  interest,  exchange  officials  limited 
ling  to  liquidation  only. 


Instead  of  curbing  Falla,  a  fiftyish  gray- 
haired  man,  the  action  enhanced  his 
reputation.  When  eight  major  Latin 
American  producers  met  in  Bogota,  Co- 
lombia in  August  1978,  they  set  up  a  new 
$140  million  "price  stabilization  fund." 
Though  no  one  issued  a  press  release, 
Falla  apparently  became  the  so-called  Bo- 
gota' Group's  chief  trader. 

He  made  big  money.  Minor  frosts  in 
1978  and  1979  didn't  harm  coffee  sup- 
plies, but  Falla's  orchestrated  activity 
bolstered  prices  by  at  least  10  cents  a 
pound,  which,  suggests  an  internal  gov- 
ernment report,  cost  U.S.  consumers 
over  $700  million. 

However,  expanding  coffee  acreage — 
in  Colombia  and  Indonesia,  for  exam- 
ple—created a  potential  oversupply. 
Meanwhile,  the  CFTC,  which  had  been 
watching  Falla  and  his  cohorts  since 
1977,  intensified  its  pressure.  In  1979  the 


regulators  issued  a  formal  complaint  for 
conspiring  to  manipulate  the  markets. 

Last  spring,  however,  an  undaunted 
Falla  talked  his  erstwhile  backers  into  a 
new  tack:  Instead  of  trading  through  U.S. 
brokers,  who  were  beginning  to  get  skit- 
tish at  CFTC  and  exchange  surveillance, 
why  couldn't  the  group  form  its  own 
trading  house?  Pan  Cafe,  S.A.,  a  Panama- 
nian corporation  based  in  Costa  Rica, 
appeared  on  the  scene  in  June  of  last 
year,  with  the  Bogota  Group's  $500  mil- 
lion bankroll,  which  included  1.5  million 
bags  of  high-priced  coffee  from  previous 
trading. 

It  was  a  nice  idea,  but  Falla  was  a 
couple  of  months  too  late:  Green  coffee 
peaked  near  $1.85  in  May  on  fears  of  an 
impending  Brazilian  frost.  When  the  cold 
weather  never  materialized,  the  market 
headed  south.  By  late  August  the  beans 
were  going  for  $1.25  per  pound.  As  one 
State  Department  wag  succinctly  put  it: 
"The  market  moved  away  from  Pan  Cafe 
and  they  had  to  go  home." 

The  Bogota'  group  threw  in  the  towel, 
and  the  directors  of  the  Colombian  and 
Brazilian  coffee  organizations  ap- 
proached the  State  Department:  Would 
the  U.S.,  which  buys  one-third  of  world 
exports,  implement  the  four-year-old  In- 
ternational Coffee  Agreement — designed 
to  stabilize  prices — if  the  producers 
agreed  to  curtail  their  attempts  to  rig  the 
markets?  In  September  a  Washington  ne- 
gotiating team  arrived  at  the  London 
headquarters  of  the  International  Coffee 
Organization  (ICO),  and  in  two  weeks 
the  deal  was  cut.  The  Carter  Administra- 
tion agreed  to  push  for  enabling  legisla- 
tion on  condition  that  Pan  Cafe  liquidate 
its  stocks  and  shut  down. 

The  coffee  package  sailed  through 


A  bad  case  of  coffee  nerves 


After  the  price  peak  that  followed  the  1975  Brazilian  frost,  coffee  producers  were  not 
about  to  give  up  a  good  thing.  Late  in  1978  they  used  a  $140  million  slush  fund  to 
boost  demand.  But — as  the  chart  shows — the  market  finally  won. 
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Congress  in  December,  propelled  by 
some  delicate  arm-twistmg  by  Secretary 
of  State  Edmund  Muskie  and  other  Ad- 
ministration officials.  "People  argued 
that  low  producer  prices  would  drastical- 
ly increase  the  likelihood  of  political  un- 
rest in  the  poor  countries,"  says  a  Senate 
aide  who  was  involved  in  the  politicking. 
Adds  Washington  lawyer  Bart  Fisher,  an 
expert  on  the  coffee  situation:  "We're 
ending  up  paying  a  little  more  than  we 
should  for  coffee,  and  the  producers  are 
taking  a  little  less.  But  that's  a  price 
worth  paying  for  a  stable  market  and  a 


stable  Latin  America." 

But  what  are  we  really  buying?  As  a 
member  of  the  80-nation  coffee  agree- 
ment, the  U.S.  is  now  bound  to  a  price- 
triggered  quota  system  that  aims  to  limit 
volatility.  On  the  dark  side,  however,  the 
agreement  establishes  a  floor  but  no  ceil- 
ing. Theoretically,  another  frost  like 
1975's  could  drive  prices  through  the 
roof.  Since  December,  in  fact,  the  cash 
price,  which  had  dipped  to  $1.02  per 
pound  and  seemed  set  to  fall  further  still, 
has  climbed  back  to  $1.25. 

There  is  more  involved,  however,  than 


that.  For  more  than  a  year,  a  produ 
combine  was  able  to  squeeze  million! 
incremental  dollars  from  the  U.S.  i 
other  consuming  nations.  Then,  wl 
the  market  plunged,  instead  of  allow 
growers  to  take  their  beating,  Washi 
ton  came  to  the  rescue.  Diplomats  w 
worried  about  war  and  revolution  ii 
strategic  part  of  the  world.  But  is  th 
any  guarantee  that  $1 .50-per-pound  c 
fee  will  solve  anyone's  social  and  pol 
cal  problems? 

Think  about  that  over  your  mom 
coffee  tomorrow.  ■ 


thought  $30  million  was  too  much  fc 
single  investment.  The  eventual  bu) 
AIG,  came  to  Boswell  with  a  letter 
credit  from  The  Fidelity  Bank,  w 
whom  they  own  shares  in  the  Paris-  i 
Beirut-based  Banque  de  la  Me'diterran( 

Other  facts  are  also  clear.  Amc 
many  things,  Tamraz  owned  a  Lone 
commodity  futures  business,  J.H.  Rayi 
(Holdings)  Ltd.  Through  a  headhun 
Tamraz  had  contacted  Boswell  in  IS 
and  hired  him  to  take  on  the  chaimi 
ship  of  the  London  commodity  fi 
while  remaining  president  and  CEO 
Sunshine.  Then,  in  July  1979,  Sunshi 
now  free  of  the  Hunts,  bought  the  L( 
don  commodity  firm  from  Tamraz. 
return  Tamraz  got  a  block  of  Sunsh: 
stock,  nearly  3%  of  the  company. 

The  London  commodity  purchase  i 
not  work  out  well  for  Sunshine.  Befi 
the  year  was  up  it  faced  a  potential  $ 
million  loss  on  one  deal  alone.  Ni 
there  is  talk  of  a  potential  $12  miUi 
claim  against  Sunshine  by  former  i 
ents  of  a  Rayner  subsidiary,  SNW  Co 
modities.  These  clients  and  a  forn 
SNW  employee,  Owen  Lewinton,  j 
that  98%  of  their  money  was  lost  i 
cause  their  accounts  were,  they  s, 
recklessly  traded. 

Boswell  and  Sunshine  claim  tl 
didn't  know  what  a  mess  th'e  commod 
firm  was  in  when  they  bought  it.  E\ 
though  Boswell  was  chairman  of  Rayi 
at  the  time,  Sunshine  is  suing  Tamraz 
reverse  the  deal. 

At  any  rate,  Boswell,  who  has  refui 
to  talk  to  Forbes,  is  now  firmly  in  t 
saddle:  His  new  Arab  shareholders  ha 
agreed  not  to  buy  new  shares  withe 
company  consent  until  1983.  Roj 
Tamraz  holds  400,000  shares  of  Si 
shine,  currently  worth  about  $6.6  m 
lion,  for  which  he  traded  a  compa 
that  turned  out  to  be  almost  worthle 
The  Arab  Investors  Group  is  sitti 
with  a  paper  profit  of  about  $31  milU 
on  shares  for  which  it  paid  only  $ 
million.  Boswell  is  drawing  a  salary  a 
benefits  of  about  $164,000.  Meanwh 
the  Hunts  are  nursing  their  wounds  a 
a  Securities  &  Exchange  Commissi 
investigation  into  Boswell's  manaj 
ment  of  Sunshine  continues.  ■ 


Exactly  how  did  Michael  Boswell  get  out  from 
under  the  Hunt  brothers?  Ifs  crucial  to . . . 


The  strange  case  of 
Sunshine  Mining 


By  Maurice  Barnfather 


All's  fair  in  love  and  war  but  not 
so  in  business.  Sunshine  Mining 
Co.  and  its  Chairman  and  CEO  G. 
Michael  Boswell  may  have  cut  too  many 
comers  in  their  successful  battle  to  re- 
main independent  of  the  Hunts  of  oil  and 
silver  fame. 

In  love  with  silver,  the  Hunts  coveted 
Sunshine,  which  owns  the  largest  single 
silver  mine  in  the  U.S.,  tucked  away  in 
the  Coeur  d'Alene  district  near  Kellogg, 
Idaho.  In  October  1977  Nelson  Bunker 
and  William  Herbert  Hunt  paid  share- 
holders $19.2  million  for  28%  of  Sun- 
shine and  contracted  with  the  Sunshine 
board  to  make  an  offer  to  buy  the  rest 
from  the  public  for  another  $62.3  mil- 
lion. The  brothers  picked  Boswell,  execu- 
tive vice  president  of  Great  Western 
United,  to  run  Sunshine.  But  once  in 
power  Boswell  kicked  up  his  heels 
(Forbes,  5e/>/  29,  1980].  He  persuaded  his 
public  stockholders  not  to  accept  the 
Hunts'  offer  for  their  shares. 

In  May  1979  the  Hunts  threw  in  the 
towel  and  sold  their  shares  back  to  the 
company  for  $25  million  in  cash  plus 
some  producing  oil  and  gas  properties 
and  walked  aw^ay.  Boswell  and  Sunshine 
tumed  around  and  sold  the  Hunt  block  to 
the  Luxembourg-based  Arab  Investors 
Group  S;A.,  favoring  AIG's  offer  over  a 


SuHshifie's  G  Michael  Bosu  e/l 
A  conflict  of  interest? 

few  other  reportedly  higher  bids. 

What  was  going  on  there?  Why  did  the 
Hunts,  so  bullish  on  silver,  give  up  so 
easily?  How  did  the  Arabs  who  replaced 
them  come  to  be  Sunshine's  biggest 
stockholders? 

Probably  the  Hunts  didn't  want  to  re- 
main minority  stockholders,  even  large 
minority  stockholders,  in  a  public  com- 
pany. That  seems  straightforward 
enough.  However,  aspects  of  the  second 
question  are  not  so  clear. 

The  trail  leads  to  Roger  Tamraz,  a  Leb- 
anese who  owns  77%  of  Detroit's  trou- 
bled Bank  of  the  Commonwealth.  Tam- 
raz didn't  want  the  Sunshine  stock.  He 
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r  the  first  time  in  years  there  is  hope  in 
maica.  But  it  will  take  more  than  hope. . . . 


Apocalypse 
deferred 


By  Jefferson  Grigsby 


I  HE  RICH  SYBARITES  who  abandoned 
Jamaica  years  ago  in  the  face  of  vio- 
lence and  spreading  lawlessness  are 

ting  to  drift  back  along  with  the  less- 

risticated  tourists.  Luxurious  seaside 

IS,  a  drug  on  the  market  in  recent 

rs,  have  started  selling  and  renting 

n   since   moderate   Edward  Seaga 

)hed    Michael  Manley, 

id  of  Castro  and  Qaddafi, 
spectacularly  free  if  vio- 
election  last  October  in 
teeming  island  nation  of 

illion  people. 

DELIVERANCE!" 

[ore   than  two  months 

r  Edward  P.G.  Seaga  was 

ted  Prime  Minister  of  Ja- 

ca,  his  campaign  slogan 
seems   to   be  every- 

;re — spray-painted  in  fad- 
foot-high  yellow  letters 

the  slums  of  Kingston, 

ting  on  banners  armounc- 

the  "deliverance  parties" 

;  began  on  election  night 
Oct.  30  and  ran  straight 

(Ugh    a    raucous  New 

r's  Eve. 

long  the  white  beaches  of 
itego  Bay  and  Ocho  Rios 
le  north,  rich  Jamaica  afi- 
lados — who  hadn't  been 

I  in  five  years — are  back,  

liring  into  villas  for  sale.  After  eight 
3tic  years  of  Michael  Manley's  leftist 
^mment,  a  wave  of  optimism  and 
;f  has  swept  most  of  the  mhabitants 
ic  Caribbean's  largest  English-speak- 
island.  "If  Seaga  can't  straighten  us 

nobody  can,"  says  R.O.P.  McDaniel, 
That's  expected.  McDaniel  is  chair- 
1  of  CD.  Alexander  Co.,  Jamaica's 
est  real  estate  company.  But  at  Mon- 
>  Bay's  plush  Round  Hill  resort,  cab 
er  Alfred  Blake,  68,  gravely  shakes  a 
'ist's  hand,  then  raises  his  arms  to 

bright  blue  sky.  "We  are  free!"  he 


says.  "Jamaica  is  free!"  Blake  represents 
an  electorate,  76%  of  which  voted  and 
rejected  Manley,  by  433,000  to  318,000. 

Seaga  himself  has  not  been  getting  to 
too  many  of  the  deliverance  parties.  He 
spends  most  of  his  time  at  his  desk  in 
Jamaica  House  in  Kingston.  He  knows 
his  moderate,  probusiness  government 
must  deliver  on  deliverance.  Jamaica  is 
in  one  hell  of  a  mess.  It  will  need  more 


Edu  ctrd  Seated,  Jcitnaiai  's  [n  inie  itiunsler.  ciiDipciigning 
He  promised,  deliverance,  now  he  mtist  deliver. 

than  a  little  help  from  its  friends  if  it  is  to 
extricate  itself.  That  means,  frankly,  the 
U.S.  taxpayer.  The  U.S.  taxpayer  has  a 
big  stake  in  Seaga's  success. 

U.S.  businessmen  who  think  Third 
World  leaders  tend  to  be  brutal  Marxists 
should  take  note  of  50-year-old  Edward 
Seaga.  A  descendant  of  Lebanese  immi- 
grants and  the  son  of  a  travel  agent,  he  is 
a  sociologist  by  education  (Harvard  '52) 
who  became  an  economist  by  necessity 
as  finance  minister  in  the  Jamaica  La- 
bour Party  government  of  the  Sixties. 
With  much  of  the  Third  World  lost  to 


democracy,  Seaga  points  out  that  the  is- 
lands to  the  south  have  not  yet  suc- 
cumbed to  Marxist  or  other  dictator- 
ships. "Of  the  32  countries  in  the  Carib- 
bean," he  says,  "all  but  4 — Cuba,  Haiti, 
Grenada  and  Surinam — are  democratic- 
ally ruled." 

But  Jamaica  had  a  close  call.  When 
Seaga  took  office,  Jamaica  had  about  $1 
billion  in  external  debt — roughly  the 
equivalent  of  its  total  gross  domestic 
product.  There  was  a  foreign  exchange 
deficit  of  about  $150  million  and  a  gov- 
emment  budget  of  more  than  $100  mil- 
lion. After  eight  consecutive  years  of 
negative  growth  in  the  economy,  both 
inflation  and  unemployment  were  run- 
ning around  40%.  For  several  hours  on 
the  day  before  the  election,  the  Bank  of 
Jamaica,  the  country's  central  bank,  was 
without  a  penny  in  the  till.  Bending  the 
rules,  the  International  Monetary  Fund 
has  extended  more  credit  to  Jamaica 
than  to  any  other  country  in  the  world. 

Jamaica's  private  sector  is  not  in  much 
better  shape.  By  some  estimates,  up  to 
150,000  Jamaicans,  or  about  8%  of  the 
population — including  many  of  the  best- 
educated  and  most  productive — have  fled 
the  island,  taking  millions  of  dollars  with 
them,  since  Manley's  government  took 
over  in  1972.  The  cane  sugar 
industry,  riddled  with  gov- 
ernment-organized coopera- 
tives and  devastated  by 
floods  in  1979,  brought  forth 
Its  worst  crop  in  decades  last 
year.  The  banana  mdustry 
was  wiped  out  by  Hurricane 
Allen.  The  tourist  industry 
was  clobbered  by  worldwide 
publicity  about  the  violent 
election  campaign  and  by  a 
growing  rudeness,  even 
threats,  from  leftist-indoctri- 
nated people  toward  foreign 
visitors.  Total  economic  col- 
lapse was  averted  only  by  the 
country's  huge  illegal  trade  m 
ganja,  or  marijuana,  to  which 
Seaga  has  turned  a  blind  eye, 
calling  it  a  "lifeline"  of  for- 
eign exchange. 

Two  days  after  his  elec- 
tion, Seaga  declared  Cuban 
Ambassador  Ulisses  Estrada 

  persona  non  grata  and  kicked 

him  out  of  the  country.  He  then  turned 
to  Jamaica's  sea  of  problems.  By  the  end 
of  the  year,  he  could  report  that  the  $150 
million  foreign  exchange  gap  had  been 
closed,  but  largely  through  $40  million  in 
emergency  bank  loans,  $45  million  in 
credits  against  oil  purchases  from  Ven- 
ezuela and  a  $40  million  U.S.  supplemen- 
tal aid  package.  At  the  same  time,  he 
tackled  the  thomiest  public-financing 
problem  of  all — the  linchpin  to  recov- 
ery— by  opening  negotiations  with  the 
IMF,  which  Manley  had  broken  off. 
Seaga  is  asking  for  $550  million  in  IMF 
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credits,  which  would  put 
Jamaica  even  deeper  in 
hock.  But  what  are  his  al- 
ternatives? The  negotia- 
tions are  difficult.  "We're 
mainly  talkmg  now  about 
philosophy,  approach,"  he 
says.  What  makes  him 
think  he  will  be  any  more 
successful  than  Manlcy? 
Says  he:  "The  previous 
government's  failure  was 
the  failure  to  encourage 
investment.  By  that  I 
don't  necessarily  mean 
big  investment,  but  also 
the  investment  interest  of 
the  small  consumer  who 
is  buying  a  refrigerator,  of 
the  medium-size  busi- 
ness, the  home  purchaser, 
the  large-scale  entrepre- 
neur. People  would  not 
make  future  plans  because 
they  didn't  know  what 
the  future  held.  Because 
people  would  not  make  in- 
vestment plans  there  was 
no  growth,  so  that  regard- 
less of  what  proposals 
were  put  up  between  the 
IMF  and  the  government, 
they  were  foredoomed  to 
failure."  

And  what  about  now'  "People  are  now 
ready  to  commit  themselves  to  the  fu- 
ture," he  says. 

Getting  right  with  the  IMF  is  virtually 
a  precondition  to  rolling  over  $450  mil- 
lion in  additional  government  debt  owed 
to  nearly  100  commercial  banks  around 
the  world.  Pending  the  outcome  of  the 
IMF  negotiations,  the  banks  have  agreed 
to  sit  tight  on  87.5%  of  the  principal  if 
the  government  will  do  its  best  to  pay 
down  the  12.5%  and  keep  up  on  the 
interest.  Says  Ronald  [.  Sasso,  managing 
director  of  the  Royal  Bank  of  Jamaica,  a 
subsidiary  of  one  of  the  eight  lead  banks, 
the  Royal  Bank  of  Canada:  "It  would  be 
unfortunate  if,  just  as  the  confidence  is 
coming  back,  the  world  thought  that  Ja- 
maica had  defaulted." 

Once  agreement  with  the  IMF  and  the 
banks  is  achieved,  Jamaica's  private 
economy  must  then  he  revived.  The  first 
step:  Under  a  system  of  parallel  markets, 
Seaga  has  eased  currency  restrictions  on 
"unfounded"  imports — that  is,  those 
goods  not  paid  for  with  money  that  goes 
through  the  Bank  of  Jamaica  at  the  offi- 
cial exchange  rate  of  $1.75  Jamaican  to 
$1  U.S.  Among  other  things,  the  parallel 
markets  will  provide  a  way  to  bring  back 
millions  of  dollars  from  the  marijuana 
trade  that  flows  to  North  America.  Ga?ija 
became  a  convenient  way  for  people  to 
send  money  out  of  the  country.  Now 
they  can  bring  it  back — and  with  no 
questions  asked. 

Seaga  has  proposed  bartering  bauxite. 


PRODUCTION 
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Aliininui l>la)il  near  Mai ulci  illv.  jiivckxiion  (leDioiislnitors  ( in.set ) 
Counting  on  bauxite  to  unfreeze  the  economy. 


Jamaica's  largest  industry,  for  surplus 
items  in  the  U.S.  strategic  stockpile — 
"anything  that  can  be  sold  or  con- 
sumed." And  he  has  set  up  a  committee 
to  recommend  incentive-lease  arrange- 
ments with  private  operators  on  the  doz- 
ens of  private  companies  the  govern- 
ment took  over  and  ran  during  the  Man- 
ley  years  to  save  them  from  bankruptcy 
or  abandonment  by  private  ownership. 
Many  are  in  the  tourist  industry,  where 
the  government  now  owns  and  operates 
nearly  half  of  Jamaica's  9,000  hotel 
rooms — and  loses  an  estimated  $30  mil- 
lion a  year. 

Despite  that,  the  best  hope  in  the  near 
term  is  tourism.  Even  at  an  average  48% 
occupancy  in  1979  it  brought  more  mon- 
ey into  the  economy  than  agriculture. 
Since  the  election,  the  rate  of  tourist 
bookings  has  increased  significantly, 
says  John  Issa,  a  third-generation  mem- 
ber of  a  prominent  Jamaican  hotel  family 
and  new  head  of  the  tourist  board.  But  he 
adds:  "It's  going  to  take  a  year  or  so  to 
turn  it  around."  In  a  good  year,  more 
than  500,000  visitors  come  to  Jamaica, 
compared  with  a  million  for  the  Baha- 
mas. "The  Bahamas  get  over  $500  mil- 
lion a  year  out  of  tourism,  and  in  1 979  we 
got  only  $180  million,"  says  Issa.  Too 
many  tourists  had  too  many  unpleasant 
experiences  in  the  Manley  years.  Yet  Ja- 
maica's beaches  are  as  beautiful  as  any  in 
the  Caribbean,  its  sun  as  warm  and  its 
sea  as  silver. 

Then  there  is  bauxite  and  the  alumina 


refined  from  it — the  rj 
materials  of  aluminu 
This  was  Jamaica's  gold 
egg  but  Manley  killed  t 
goose  by  stupidly  raisi 
Jamaica's  bauxite  levy 
the  highest  in  the  wor 
Subsequently  bauxite  p: 
duction  dropped  from  It 
million  metric  tons 
1974  to  1 1.6  million 
1976  before  Manley  i 
negotiated  the  tax  t\ 
years  ago.  Now  Alun 
num  Partners  of  Jamai 
(Alpart),  a  consortium 
Kaiser,  Reynolds  and  Ar 
conda,  is  spending  $1 
million  to  upgrade  and  ( 
pand  its  existing  alumi 
refining  facilities.  Alc( 
the  Jamaican  govemme 
and  three  Norwegian  al 
minum  producers  are  tal 
ing  about  a  $350  milli 
expansion  of  Alcoa's  al 
mina  operations,  whi 
would  double  its  prodi 
tion  to  more  than  1  m 
lion  tons  annually,  i 
gether,  Seaga  estimati 
they  would  increase 
maican  alumina  prodv 

 tion  by  as  much  as  60% 

Once  having  paid  the  penalty  for  \ 
coming  uncompetitive  in  bauxite.  Jam, 
ca  can  never  afford  to  do  so  again — p; 
ticularly  now  that  Australia,  the  worh 
number  one  producer,  is  starting  to  bui 
a  fully  integrated  aluminum  industry 
from  bauxite  mines  to  the  energy-intc 
sive  final  step  of  producing  primary  al 
minum.  Other  nations  rich  both  in  ban 
ite  and  energy,  like  Brazil  and  Venezue 
have  the  ability  to  do  the  same.  B 
Jamaica  cannot  because  it  lacks  the  en( 
gy  that  aluminum  production  requires 
abundance.  But  there  is  still  a  huge  m; 
ket  for  the  raw  material — among  enerj; 
rich  nations  of  the  Middle  East,  for  c 
ample,  that  could  use  the  natural  gas  tb 
flare  off  their  oilfields  to  build  an  alun 
num  industry.  And  there  is  that  hu 
smelting  capacity  in  the  U.S.,  the  worh 
number  one  aluminum  producer.  Sa 
Edward  J.  Coyne,  vice  president  of  Kais 
Jamaica  Bauxite:  "Unless  you  say  tl 
U.S.  is  going  out  of  the  aluminum  bu; 
ness,  the  future  of  Jamaican  bauxite 
pretty  well  assured." 

But  Seaga's  troubles  are  only  begi 
ning.  His  Jamaica  Labour  Party,  lil 
Manley's  rival  People's  National  Part 
was  founded  by  and  is  closely  tied  to 
labor  union — the  Bustamante  Industri 
Trade  Union.  "What  happens  in  Jamai' 
is  the  'out-union'  grows  in  power,  whi 
the  'in-union'  has  to  restrain  itself  so 
not  to  get  egg  on  the  face  of  the  gover 
ment,"  explains  one  Jamaican  busines 
man.  With  Seaga's  party  out  of  power  £ 
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It  years  the  BITU  had  been  aggres- 
dy  organizing  white-collar  workers  in 
bauxite  industry  (whose  hourly 
rkers  are  represented  by  a  PNP-allied 
on),  and  so  far  shows  little  sign  of 
:raining  itself:  Six  weeks  after  the 
;tion,  Reynolds'  bauxite  operation 
)  shut  down  by  a  dispute  with  the 
'U,  whose  president,  ex-Prime  Minis- 
Hugh  Shearer,  is  Seaga's  deputy. 
Jeither  will  Jamaica's  leftists,  who  are 
V  in  charge  of  the  People's  National 
ty,  go  away. 

isten  to  Hugh  Small,  the  leftist  ex- 
mce  minister  in  Manley's  govern- 
nt.  Seaga  and  his  moderates,  says 


Small,  "cannot  solve  Jamaica's  problems 
by  making  it  into  a  classic  free-market 
economy,  by  an  open  invitation  to  for- 
eign capital,  or  by  taking  the  IMF  medi- 
cine." The  PNP  will  come  back  to  power, 
he  says,  and  "the  planning  of  the  econo- 
my will  be  undertaken  on  a  far  more 
systematic  basis  than  even  we  attempt- 
ed from  1972  to  1980."  Small  is  being 
blunt:  If  Seaga  fails — and  the  left  means 
to  make  him  fail — Jamaica  may  meet  the 
unhappy  fate  of  Cuba.  Seaga  does  not 
disagree.  "Under  Manley,"  he  says,  "a 
party  and  a  philosophy  that  had  less  than 
2%  of  popular  support  v/as  able  to  control 
a  mass  party.  By  controlling  the  party. 


Life  on  the  brink 


they  controlled  the  cabinet,  and  by  con- 
trolling the  cabinet  they  controlled  the 
government." 

Haggard  from  a  succession  of  14-hour 
days,  Seaga  is  nevertheless  optimistic. 
Says  he:  "Before  the  election,  nobody 
was  even  discussing  economics  because 
everything  hinged  on  whether  there 
would  be  a  political  system  on  which  an 
economic  system  would  work.  Now  peo- 
ple are  dying  to  get  going.  I  don't  think 
you'll  ever  find  a  time  in  a  country  in 
which  everybody  is  ready  and  waiting  to 
move,  wanting  to  hiove."  Is  Washington 
so  preoccupied  by  America's  problems 
that  it  cannot  hear;  ■ 


Fo'  /iier  I'nme  Muiister  .Michael  Mcin/e) 
"Golden  boy"  no  more. 


How  did  Jamaica  get  itself  into 
such  a  mess?  The  answer  is 
easy.  The  solutions  are  not.  A 
generation  ago  those  4,244  square 
rules  supported  1.2  million  people, 
since  then,  despite  massive  emigra- 
lon  (there  are  more  Jamaicans  abroad 
han  at  home),  the  population  has 
ioubled.  As  Jamaica  struggled  v/ith  its 
)roblems,  OPEC  delivered  the  coup  de 
;race.  Since  1972  its  oil  bill  has  soared 
rom  $25  million  to  $255  million.  De- 
;pairing  of  solutions,  the  erratic  Mi- 
chael Manley  turned  to  Fidel  Castro 
ind  even  to  the  insane  tyrant  Muam- 
nar  Qaddafi. 

Tall,  handsome,  with  a  name  as   

amous  in  Jamaica  as  that  of  Kennedy  in  the  U.S.,  Manley 
vas  once  the  golden  boy  of  Jamaican  politics.  The  son  of 
vforman  Manley,  one  of  Jamaica's  founding  fathers  and  the 
ounder  of  its  People's  National  Party,  Manley  took  over 
rom  his  father  as  party  leader  in  the  late  Sixties  and  was 
;lected  Prime  Minister  in  1972  with  the  greatest  parliamen- 
ary  majority  in  Jamaican  history. 

"When  Manley  took  over,  he  could  have  done  anything  he 
vanted,"  says  one  Jamaican  businessman.  "He  had  the 
vhole  country  in  a  state  of  euphoria."  He  did  not,  however, 
lave  much  money  and  what  little  he  had  OPEC  took. 

If  OPEC  could  do  It  in  oil,  why  couldn't  Jamaica  do  it  in 
)auxite;  Manley  was  a  prime  mover  in  setting  up  the 
nternational  Bauxite  Association  in  1974.  But  when  some 
)f  its  members — notably  Australia — refused  to  go  along 
vith  his  proposed  600%  increase  in  bauxite  levies,  he  im- 
)csed  it  unilaterally  in  Jamaica.  The  result?  "In  1974  Jamai- 
;a  had  about  35%  of  world  bauxite  production,"  says  A.C. 
loemhild,  Alcoa's  vice  president  in  Jamaica.  "Now  it's 
)etween  16%  and  17%.  There  was  just  no  more  expansion 
lere  from  1974  on."  By  the  time  Manley  renegotiated  the 
evy  in  1978,  annual  bauxite  production  had  fallen  trom  15.3 
nillion  tons  to  1 1.6  million — and  has  still  not  regained  the 
974  level. 

As  that  happened,  Jamaica's  trade  gap  widened.  Soon 
oreign  exchange  was  so  short  that  the  government  had  to 
estrict  import  licenses  to  food  and  critical  raw  materials, 
slewly  built  homes  couldn't  be  sold  because  builders  could 
)ot  get  locks  or  light  switches.  In  1975  and  1976  the 
;ovemment  turned  the  economics  of  growth  upside  down 
)y  banning  computers  and  heavy  equipment  for  15  months, 
-ike  a  sputtering  engine,  the  economy  would  run  for  a  while 


and  then  shut  down  when  the  Bank  of 
Jamaica  ran  out  of  foreign  exchange. 
Exxon's  Esso  Standard  subsidiary, 
which  refines  and  provides  most  of 
the  island's  30,000  barrels  of  oil  a  day, 
wound  up  cariying  up  to  $20  million 
in  fuel  bills  that  the  government  could 
not  pay. 

A  Kaf  kaesque  bureaucracy  came  into 
being.  "The  government's  approach 
was  to  look  for  a  regulation  for  every 
problem,"  says  Carlton  Alexander, 
chairman  of  $  1 7 1  million  (sales)  Grace, 
Kennedy  &  Co.,  a  food  wholesaler  and 
manufacturing  conglomerate  and  the 
largest  Jamaican-owned  company  on 
the  island.  "Everything  got  kicked  up 
to  the  top.  You'd  start  out  delegating  an  import  license  applica- 
tion to  a  clerk  and  wind  up  handling  it  yourself,  because  if  you 
didn't  you  couldn't  get  it  through." 

In  the  last  year  of  Manley  misrule,  hundreds  of  persons 
would  die  in  political  violence.  The  moderate  wing  of  the 
PNP  deserted  Manley's  government,  leaving  it  in  the  hands 
of  left-wing  radicals  and  hundreds  of  Cuban  advisers. 

Then  why  was  Jamaica  the  one  that  got  away?  At  heart, 
say  some  Jamaicans,  Manley  really  believed  in  democracy. 
They  point  out  that  his  government  never  expropriated 
anything  outright;  most  of  the  businesses  it  took  over  were 
acquired  only  to  keep  them  from  being  abandoned. 

John  Heame,  a  socialist  writer  and  teacher  grew  up  with 
Manley,  once  considered  him  his  closest  friend  and  served 
in  his  government  until  1976.  "I  am  now  convinced  that 
Manley  intended  to  take  us  to  a  Communist  state  by  1981," 
says  Heame.  "It  didn't  work  because  he  didn't  have  the 
courage  and  because  he  underestimated  the  courage  of  the 
opposition  and  the  sophistication  of  the  electorate." 

Says  the  Royal  Bank's  Ron  Sasso:  "By  October  we  had 
come  to  the  brink,  we  were  looking  over  the  edge.  And  the 
poor  man  said  to  himself,  'I've  had  enough  of  this.'  The  poor 
man  decided  to  uive  the  other  fellow  a  chance." 

If  Edward  Seaga's  Labour  government  remains  in  power 
for  eight  or  ten  years  (as  Jamaican  governments  traditionally 
do),  Manley  will  be  in  his  sixties  the  next  time  he  gets  a 
chance.  In  the  meantime,  he  is  leader  of  an  opposition  of  8 
out  of  a  60-seat  Parliament.  The  betting  in  Kingston  is  that 
before  long  he  will  leave  his  party  in  the  hands  of  thf  leftists 
who  now  control  it,  perhaps  to  go  on  a  "sabbatical"  or  to 
write  his  memoirs.  Says  John  Heame:  "Michael  is  through." 
But  the  left  isn't.— I  G 
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In  1933  ci  desperate  Congress  gave  FDR  any- 
thing he  wanted.  Can  Reagan  be  so  lucky? 


One  hundred  days, 
please 


By  Oesiree  French 


They're  talking  about  an  "eco- 
nomic emergency"  m  Washing- 
ton, a  "Dunkirk."  It  sounds  remi- 
niscent of  the  chaos  that  confronted 
FrankUn  D.  Roosevelt  48  years  ago. 
There's  a  notion  that  Reagan's  first  term 
might  bring  on  an  economic  revolution 
comparable  to  the  New  Deal  that  swept 
through  Congress  m  a  100-day  whirl- 
wind of  legislation.  The  precedent  has 
not  .been  lost  on  the  incoming  Adminis- 
tration. They  hope  to  mobilize  at  least  in 
part  the  same  momentum  for  their  own 
badly  needed  reforms  of  the  economy. 

When  Roosevelt  took  office  in  March 
1933  (there  was  an  agonizing  four-month 
wait  between  election  and  inauguration 
then),  there  were  13  million  unem- 
ployed, a  third  of  the  work  force.  At  that 
time  no  job  meant  no  food:  There  was  no 
Social  Security,  no  Medicaid,  no  food 
stamps  and  no  unemployment  insur- 
ance. Between  1929  and  1933  economic 
output  fell  by  30%,  nothing  like  the  1% 
or  2%  that  bothers  today's  economists. 
In  the  three  years  following  the  Great 
Crash  of  October  1929,  more  than 
100,000  businesses  went  bankrupt,  while 
new  capital  issues  dwindled  from  $10 
billion  to  a  mere  $1  billion. 


Benjamin  Cohen,  a  writer  of  New  Deal 
legislation  under  FDR  and  now  a  retired 
lawyer,  remembers  those  days.  "People 
were  drawing  money  out  of  the  bank,  and 
in  order  to  stop  them  from  withdrawing, 
the  banks  closed."  In  the  last  eight  days 
before  Roosevelt  took  office,  more  than 
$1.5  billion  was  withdrawn  throughout 
the  country.  Cohen  says  the  period  we're 
now  in  is  "more  similar  to  1929  than 
1933.  In  1929  (there  was]  a  degree  of 
confidence  in  our  recovery,  but  when  it 
didn't  hold,  things  got  worse.  Roosevelt 
had  to  pick  it  up  at  its  lowest  end  " 

Before  FDR  stepped  into  office,  he  had 
appealed  to  the  country  with  a  promise: 
"I  pledge  you  ...  I  pledge  myself,  to  a 
new  deal  for  the  American  people."  His 
critics  called  him  a  dictator  and  a  com- 
munist. But  he  got  things  done.  Between 
Mar.  9  and  June  16,  1933— the  "100 
days" — no  fewer  than  82  acts  were 
passed  into  law.  Attorney  Thomas  (Tom- 
my the  Cork)  Corcoran,  presently  with 
the  law  firm  of  Corcoran,  Youngman  and 
Rqwe,  also  recalls  the  FDR  period,  when 
he  served  as  a  special  assistant  to  the 
U.S.  Attorney  General.  "I  don't  think  he 
had  any  idea  of  what  he  was  going  to  do 
when  he  took  office."  The  pressures  to 
get  things  done,  says  Corcoran,  were 
enormous.  What  made  Roosevelt  so  suc- 


cessful was  his  ability  "to  persuade  p 
pie.  The  hope  that  he  generated  in  peo 
made  the  Congress  do  what  they  did. 

Some  things  Roosevelt  gained  fr 
the  emergency  session  of  the  73rd  C 
gress  in  1933: 

•  National  Industrial  Recovery  / 
which  granted  workers  wage-and-hi 
protection  and  the  right  to  collective  1 
gaining,  and  business  the  right  to  est 
lish  "codes  of  fair  practice."  In  the  wo 
of  FDR:  "A  supreme  effort  to  stabilize 
all  time  the  many  factors  which  m; 
for  the  prosperity  of  the  nation  and  , 
preservation  of  American  standards." 

•  Repeal  of  the  gold  payment  claus< 
federal  obligations. 

•  Agricultural  Adjustment  Act,  wh 
provided  price  supports  and  product 
controls  on  farm  goods. 

•  Tennessee  Valley  Authority  / 
which  set  up  a  government  utility 
provide  yardstick  competition  with  | 
vate  enterprise. 

•  Civilian  Conservation  Corps  / 
which  provided  jobs  for  people  on  reli 

•  Glass-Steagall  Act,  which  crea 
the  Federal  Deposit  Insurance  Corpc 
tion  and  divorced  commercial  bai 
from  securities  underwriting. 

•  Securities  Act,  mandating  full  ( 
closure  by  issuers  of  stocks  and  bond" 

•  Economy  Act,  granting  FDR  poA 
to  reduce  veterans'  compensation,  p 
sions  and  federal  salaries  to  "maint 
the  credit  of  the  U.S  government." 

•  Farm  Relief  Controlled  Inflat 
Act,  which  bailed  out  farmers  v 
couldn't  pay  mortgages. 

Can  Reagan  carry  Congress  along  w 
him,  a  Congress  many  of  whose  me 
hers  are  still  deeply  committed  to 
liberal  status  quo — just  as  FDR  had 
deal  with  people  deeply  committed  t 
/aissez-faire  status  quo? 

Old  New  Dealer  Corcoran  thinks 
might.  "I  watched  Reagan  in  the  debc 
There  was  a  homey  appeal  to  people 
need  for  hope.  In  this  sense  he  may 
100  days.  He  gives  the  country  coi 
dence  again.  The  country  is  scared."  I 


Herlwrt  Hoover  and  i'ninkli)!  D.  Rooserell  on  /lumi^i/ral/on  /Vnv  gii/s  tiisp/civin^  ihe  Xaliona/  AVco/  en  Aciniinistnil/on's  blue  eaff/e 
FDR's  promise:  "I  pledge  you  ...  J  pledge  myself  to  a  new  dealjbr  the  American  people." 
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CftC 

COMPUTEII  AND  COMMUtlKlirKMtt 


THE  COMPUTER 

AND 

COMMUNICATIONS 

COMMNY, 

keeps  you  on  top  of  your  business. 


^1  The  age  of  office  auto- 
mation is  upon  us,  and  you 
can  take  the  first  step  into 
it-and  all  the  way- 
with  NEC. 

Take  our  small  business 
computer.  Its  precise  power 
should  help  you  process 
things  in  the  office  more 
smoothly.  And  just  about 
anyone  can  operate  it. 
Along  with  office  compu- 
|ters,  we  also  make  an  array 
of  fully  integrated  office 
systems  and  equipment. 
They  give  your  office  the 
sharp  edge  of  automation, 
boost  productivity  and 
increase  profits.  Which  is 
really  what  office  auto- 
mation is  about. 
Helping  you  stay  on  top  of 
your  business  through 
office  automation  is  yet 
another  way  NEC's  Com- 
puter &  Communications, 
or  C&C,  technology  is  posi- 
tively affecting  business 
and  other  communities  in 
more  than  130  countries. 


NEC 

Nippon  Electric  Co.,  Ltd. 

Tokyo,  Japan 


When  a  family  can 
become  a  nationwide  giant 
in  just  a  few  short  years... 

It  must  be  USLIFE. 


USLIFE  Corporation  is  one  company  that's  really 
going  places.  And  fast.  In  the  East. ..in  the  West. ..and 
in  a  lot  of  places  in  between. 

It's  the  family  of  nine  life  insurance  and  other 
related  financial  services  companies  that  now  has  over 
$3.5  billion  in  assets.  A  family  that  began  with  assets  of 
$183  million  in  1966.  It's  a  family  that  already  ranks 
midway  in  the  Fortune  50.  And  one  that's  helping  to 
insure  America's  families  in  a  lot  of  different  ways. 

Life  insurance  is  the  main  force. 

The  astonishing  growth  of  USLIFE  is  no  acci- 
dent. It  was  all  part  of  a  pre-determined  plan.  You  see, 
we  recognized  long  ago  that  our  greatest  growth  po- 
tential was  in  the  life  insurance  business.  So  we've  al- 
ways known  which  direction  our  business  should  take. 

Today,  according  to  the  most  recent  rankings, 
USLIFE  is  second  among  all  stock  life  insurance 
companies  in  sales  of  ordinary  life.  Among  the  approxi- 
mately 1,800  stock  and  mutual  companies,  we  rank 
eighth.  So,  by  any  standard,  USLIFE  is  a  giant.  And 
today,  we  derive  over  95%  of  our  income  from  life 
insurance  operations.  You  can  see  how  important  life 
insurance  is  to  the  health  of  USLIFE. 

How  we  put  ourselves  on  the  map. 

It  took  more  than  planning  to  achieve  USLIFE's 
growth  record.  It  took  a  product  line  that's  recognized  as 
being  among  the  most  innovative  and  competitively  priced 
in  the  life  insurance  industry. 

It  also  took  a  company  that's  marketing-oriented 
from  top  to  bottom.  Which  means  USLIFE's  manage- 
ment listens  closely  to  what  the  marketplace  wants 
and  needs.  And  delivers  it— fast.  It's  this  ability  to  move 
fast  and  to  precisely  target  marketing  efforts  that  sets 
USLIFE  apart. 

Want  to  learn  more  about  the  giant  that's  on  the 
move  in  more  ways  than  one?  Then  ask  for  a  copy  of  our 
annual  report  and  latest  quarterly  earnings.  Just  write  to 
Department  A,  USLIFE  Corporation,  125  Maiden  Lane, 
New  York,  NY  10038,  or  call  212-425-8010,  extension  369. 


OUR  FAMILY  OF  COMPANIES. 


Life  Insurance 

The  United  States  Life 
Insurance  Company 

USLIFE  Life  Insurance 
Company  of  California 

USLIFE  Credit  Life 

Great  National  Life 

Old  Line  Life  

All  American  Life 

Lincoln  Liberty  Life 

Sooner  Life 

Security  of  America  Life 


Financial  Services 

USLIFE  Advisers,  Inc.  

USLIFE  Credit  Corporation 

USLIFE  Equity  Sales  

USLIFE  Realty  

USLIFE  Real  Estate  Services 

USLIFE  Systems  

USLIFE  Title  Insurance 
Company  of  Dallas 

USLIFE  Title  Insurance 
Company  of  New  York 


U:1IFE 

life  is  a  family  affair 

USLIFE  Corporation 

125  Maiden  Lane.  New  Yor^3M.Y  10036 


Both  sides  of  one  of  Canada's  richest  families 
are  shopping  for  big  U.S.  acquisitions.  Will  these 
blood  rivals  mount  a  major  bidding  war— or 
join  forces  and  bury  the  hatchet? 

The  battling 
Bronfmans 


By  Paul  Gibson 


IF  STOCK  PRICES  and  inter- 
est rates  keep  falling, 
two  things  are  certain. 
Another  rash  of  corporate 
takeovers  is  coming,  and  the 
name  Bronfman  is  bound  to 
figure  in  the  action.  What's 
more,  these  rival  Canadian 
financiers  may  well  find 
themselves  in  some  costly 
bidding  wars  unless  they  put 
a  quick  end  to  their  long-sim- 
mering family  feud. 

The  two  main  branches  of 
the  Bronfman  clan  have 
hardly  been  on  speaking 
terms  for  years.  But  that  can 
be  of  only  slight  solace  to 
management  and  owners  of 
some  two  dozen  U.S.  compa- 
nies that  they  have  picked 
out  for  potential  takeovers. 

You  know,  of  course,  about 
the  distilling  faction's  much 
publicized  exploits.  When 
not  involved  with  the  Mon- 
treal Expos  baseball  team, 
Charles  Bronfman,  49,  and 
brother  Edgar,  51,  run  Mon- 
treal-based Seagram  Co.  A 
measure  of  their  success:  Seagram  re- 
cently arranged  a  S3  billion  Eurodollar 
credit  package  with  31  U.S.,  Canadian, 
European  and  Asian  banks,  the  largest 
syndicated  loan  ever  negotiated  by  a  pri- 
vate corporation.  The  Bronfmans  want- 
ed the  funds  handy  to  help  buy  some- 
thing to  replace  those  U.S.  petroleum 
properties  of  Texas  Pacific  they  sold  to 
Sun  Co.  last  year  for  $2.3  billion. 

Less  well  known,  but  perhaps  no  less 
wealthy  and  certainly  as  acquisitive,  are 
their  Toronto  cousins.  They've  fostered 
an  impression  among  outsiders  for  being 
reclusive  dilettantes.  Edward  Bronfman, 
53,  deliberately  shuns  society,  while 
Yale-educated  Peter,  51,  prefers  writing 
poetry  to  discussing  his  business  deals. 
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Distilling  a  dynasty 


The  two  main  branches  of  the  Bronfman  clan 
now  rival  each  other  closely  in  wealth  and 
importance.  While  their  paths  cross  only 
seldom  socially,  they  face  off  increasingly  in 
deal  making — particularly  in  real  estate. 


Ekiel  Bronfman  d.  1919 


Samuel  1891-1971 


Allan  189S-1980 
.  I 


Edgar 
b.  1929 


Charles 
b.  1931 


Edward 
b.  1927 


Peter 
b.  1929 


Cemp  Investments  (Montreal)       Edper  Investments  Ltd.  (Toronto) 


Major  holdings: 

Seagram  Co. 
assets  $4.9  billion) 
(34%  owned) 


Cadillac  Fairvicw 
($2.5  billion) 
(36%) 


Major  holdings: 

Brascan  Ltd. 
(assets  $2  billion 
(33%  owned) 


Trizec  Corp. 
($2  billion) 

(40%) 


When  a  Forbes  reporter  turned  up  re- 
cently in  their  art-studded  offices,  both 
beat  a  hasty  retreat.  "Sorry  I  cannot  stop 
to  talk,"  apologized  Edward,  returning 
only  to  retrieve  his  purse.  "I  must  take 
my  son  to  dinner." 

Don't  be  misled.  These  more  secretive 
Bronfmans  also  rank  among  Canada's 
most  astute  financiers.  Quietly  they 
have  assembled  their  own  empire  based 
on  tin,  timber  and  diamonds  in  Brazil; 
oil  in  the  Canadian  Arctic  and  North 
Sea;  a  commercial  and  a  merchant  bank; 
and  considerable  real  estate — including 
Atlanta's  Peachtree  Center,  Detroit's 
Fisher  Building  and  shopping  centers 
spotted  throughout  the  western  U.S.  \n 
all,  Edward  and  Peter  Bronfman  probably 


control  assets  worth  over  SIO  billi( 
through  Edper  Investments  Ltd.,  the 
private  holding  company. 

They,  too,  are  on  the  warpath  for  tak 
overs  here.  Early  last  month,  rumors  th 
the  Bronfman-controlled  Brascan,  Lt 
was  eyeing  Scott  Paper  pushed  Sec 
stock  up  over  12%  in  one  day.  Since  la 
summer  the  Bronfmans  have  quiet 
bought  under  5%  of  the  stock  in  an  as  y 
unidentified  passel  of  U.S.  consum 
goods  companies.  Investment  banke 
are  pretty  sure  they  include  such  hous 
hold  names  as  Campbell  Soup,  Colgat 
Palmolive,  Kellogg,  Nabisco,  Norton  ^. 
mon,  Quaker  Qats  and  Jos.  Schlitz  Bre\ 
ing.  A  while  back  Schlitz  tried  acquirii 
John  Labatt,  then  Canada's  top  brew 
and  now  a  stellar  performer  in  the  Bror 
man  empire.  The  irony  of  reversing  tl 
compliment  can  hardly  be  lost,  althou( 
the  Bronfmans  deny  tl 
brewer  is  on  their  list. 

These  investments  are  r 
idly  assembled  grab  ba 
Mostly  these  compani 
have  market  values  of  und 
$1.5  billion  and  are  profe 
sionally  managed,  hi  son 
cases,  descendants  of  tl 
founders  or  company  pi 
neers  still  hold  sizable  bloc) 
of  stock;  for  example,  tl 
Dorrances  of  Campbell  Sou 
the  Stuarts  at  Quaker  Qa 
and  Uihleins  with  about  69' 
of  Schlitz.  j 
The  Bronfmans'  aim  ' 
first  to  buy  out  passive  inve 
tors  and  then,  in  return  f 
treasury  shares,  to  inje 
enough  fresh  capital  f 
shored-up  management 
move  into  new  areas, 
short,  the  Canadians  thir 
they  can  put  some  sna 
crackle  and  pop  into  the 
sleepy  giants  by  making  be 
ter  use  of  their  prestigioi 
brand  names. 

There  is  room  for  improv 
ment.  Apart  from  belel 
guered  Schlitz  and  brilliant: 
managed  Kellogg,  these  firms  are  consii 
tently  if  unspectacularly  profitable,  wii 
return  on  equity  typically  around  15"} 
But  growth  in  sales  and  earnings  are  gei 
erally  lackluster.  Not  highly  leverage! 
many  sit  on  unused  wads  of  cash — 
million  at  last  count  in  Nabisco's  case.| 
In  effect,  the  Bronfmans  are  offering 
be  white  knights  before  these  firms  res 
ize  they  are  ripe  for  plucking.  By  makii 
deals  with  the  insiders — a  common  a 
proach  in  Canada — they  hope  to  avo 
costly  bidding  wars  and  the  need  to  p; 
what  they  regard  as  unwarranted  prerr 
ums  over  current  market  prices.  Most 
their  targets  sell  at  6  or  7  times  earning 
a  notch  or  so  below  the  average  multip 
for  the  Dow  Jones  stocks.  j 
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itill,  says  Toronto  lawyer  J.  Trevor 
on,  confidant  and  spokesman  for  Ed- 
rd  and  Peter  Bronfman,  "It  is  diffi- 
t  to  make  people  in  the  U.S.  under- 
nd  our  aims."  Perhaps  Americans 
rry  about  how  the  SEC,  notably 
cter  than  Canadian  regulators, 
iht  view  such  deals.  Perhaps,  too, 
y  still  wonder  about  the  Bronfmans' 
ige  as  dilettantes. 

,arly  on,  even  their  own  relatives  saw 
vard  and  Peter  as  inconsequential, 
thin  the  Bronfman  clan  they  talk  of 
V  Saydie  Bronfman,  the  family  matri- 
h,  reacted  when  she  heard  her  neph- 
Peter's  home  had  been  dynamited  by 
nch-Canadian  terrorists.  "Why  you?" 

asked  scathingly.  The  Toronto 
nfmans'  father,  Allan,  was  brother  to 
ri  Bronfman  and  a  cofounder  of  Sea- 
m.  But  he  was  pushed  aside  in  a  pow- 
struggle  that  saw  Peter  and  Edward 
red  from  the  family  business  and  in 
lO  ignommiously  forced  to  sell  half 
ir  shares  at  less  than  market  value  to 
Sam  and  his  two  sons.  Thus  began  a 
;er  rivalry. 

dward  and  Peter  pocketed  some  $16 
lion  from  their  1960  stock  sale,  but 
led  reputations  as  easy  marks,  making 
estments  in  things  like  bowling  alleys 
I  a  minor  prmting  house,  before  fading 
n  view.  In  the  early  1970s,  however, 
y  took  on  some  new  advisers  including 
on  and  a  South  African  accountant, 
k  Cockwell,  both  skilled  in  building  a 
amid  of  interlocking  companies. 
L  string  of  brilliant  investments  fol- 
ded. At  Edward's  urging,  they  expand- 
1  stake  in  Ranger  Oil  shortly  before  it 
red  in  the  North  Sea  and  its  stock 
red  from  3  to  43.  At  Peter's  behest, 
y  purchased  the  Montreal  Forum  ice 
la  and  the  Canadiens  hockey  fran- 
se.  Promptly  the  Canadiens  four 
,es  won  the  coveted  Stanley  Cup.  New 
actions  such  as  the  Moscow  Circus 
)ed  the  Forum  from  moneyloser  to 
h  machme,  enabling  the  Bronfmans 
riple  their  investment  when  they  sold 
m  1978. 

klong  the  way  they  used  the  cash  flow 
get  control  of  Trizec  Corp.,  which 
ay  ranks  among  North  America's 
;est  income  and  property  develop- 
nt  companies.  In  November  Trizec 
d  $279  million  for  California's  Ernest 
Hahn.  Hahn  runs  27  regional  shop- 
g  centers  with  another  29  planned. 
Without  question  the  Bronfmans' 
rpest  deal  was  acquiring  Brascan  Ltd. 
une  1979 — shortly  after  this  unusual 
ding  company  (brewing,  insurance, 
ural  resources)  came  into  a  windfall 
en  its  Brazilian  electric  utilities  were 
i  to  the  Brazilian  government.  Bras- 
i  today  sits  on  $600  million  in  cash 
1  marketable  securities  and  has  a  fur- 
r  $600  million  in  unused  bank  credit 
;s.  There's  also  a  $425  million  stake  in 
randa  Mines,  which  the  Bronfmans 


r/x'  Bronfman  brothers:  Edgar  and  Charles  (left)  and  their  cousins  Peter  and  Edward 
Heirs  to  a  family  fortune  that  continues  to  multiply. 


would  swap  if  the  right  deal  came  along. 

Both  sets  of  Bronfmans  play  down  the 
family  feud,  but  for  all  that  the  rivalry  is 
intense.  Each  side  has  had  its  triumphs.  In 
deal-making  their  paths  cross  frequently. 
They  have  bid  against  each  other  to  get 
into  cable  television,  and  while  Edgar  nev- 
er fulfilled  his  dreams  of  running  Metro- 
Goldwyn-Mayer,  his  cousins  are  in  part- 
nership with  the  biggest  producers  in  Can- 
ada's thriving  movie  industry.  Lately  Tri- 
zec has  grown  faster  and  more  profitably 
than  Cadillac  Fairview,  a  real  estate  devel- 
oper 36%  owned  by  Edgar,  Charles  and 
their  sisters.  But  nothing  matches  for 
sheer  scope  and  good  timing  Edgar's  sale  of 


some  of  Seagram's  oil  properties. 

That  rivalry  could  become  more  bitter 
as  their  takeover  quests  intensify.  Con- 
sider just  one  possibility.  What  happens 
if  Edward  and  Peter  decide  that  of  all 
their  targets  Colgate-Palmolive  is  the 
best  candidate?  By  chance,  Edgar's  chief 
operations  man  at  Seagram  is  a  former 
high-level  Colgate  official,  Philip  Beek- 
man,  who  has  long  wanted  to  run  his  old 
company.  Would  there  be  a  hectic  bid- 
ding war?  Or  might  the  dueling  Bronf- 
mans decide  they  would  all  be  better  off 
by  ending  the  family  feud  and  by  putting 
all  those  billions  to  work  together? 

A  potent  combination  to  ponder.  ■ 


From  Russia  with  spirit 


The  late  Samuel  Bronfman 


They  came  to  western 
Canada  in  the  late 
1880s  from  Bessarabia, 
victims  of  anti-Semitic 
pogroms  in  that  corner 
of  the  Russian  Empire. 
Patriarch  Ekiel  Bronf- 
man, father  of  eight, 
had  owned  a  small  to- 
bacco plantation  and 
grist  mill,  but  the 
seeds  he  carried  with 
him  never  took  to  the 
harsh  prairie  climate. 
So,  says  biographer  Pe- 
ter Newman,  Bronf- 
man switched  from 
farming  to  laboring  to 
cartage  and  finally  horse-trading. 

By  tradition,  deals  then  were  sealed 
with  a  drink,  and  Bronfman — joined 
in  business  by  his  elder  sons — saw 
that  he  could  make  more  money  by 
selling  alcohol  and  hospitality  than 
horses.  In  1903,  borrowing  heavily  at 
24%  interest,  the  family  bought  a 
smallish  hotel.  Within  a  decade  it  had 
a  chain  stretching  across  the  prairies. 

Since  Prohibition  began  in  Canada 
in  1914,  Bronfman  prosperity  might 
have  been  short-lived.  But  third  son 
Samuel,  anointed  as  heir  on  Ekiel's 
deathbed,  moved  to  Quebec,  where 
liquor  was  still  legal,  and  opened  a 
mail-order  liquor  business.  When  the 
provinces  later  monopolized  retail 


sales,  Sam  opened  a 
distillery  outside  Mon- 
treal to  supply  the  gov- 
ernments' outlets. 

Then  Prohibition 
spread  to  the  U.S.,  and 
the  Bronfmans  pros- 
pered even  more.  From 
a  Canadian  base  they 
could  supply  rumrun- 
ners legally — the  Cana- 
dian government  hap- 
pily collected  taxes  on 
their  sales. 

Sam  Bronfman's 
shrewdest  move,  how- 
ever, was  to  lay  down 
stocks  of  raw  whiskey 
that  matured  just  in  time  for  Repeal. 
He  then  created  the  first  national  li- 
quor brands;  Seagram's  Seven  Crown, 
launched  in  1934,  is  still  America's 
bestseller.  Nearly  as  important  was 
his  1963  move  into  oil:  With  a  bor- 
rowed $216  million  and  $50  million  in 
cash  he  bought  Texas  Pacific,  which 
sons  Charles  and  Edgar  sold  last  year 
for  $2.3  billion. 

Sam  Bronfman,  whom  Newman  de- 
scribed as  a  "Russian  by  background, 
Canadian  by  persuasion,  Texan  by 
temperament,"  died  in  1971.  He  left 
behind  him  one  of  the  world'r  largest 
private  fortunes.  It  is  still  multiplying 
at  an  impressive  rate,  thanks  to  his 
heirs.— P.G. 
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At  a  time  when  'long  term''  on  Wall  Street 
may  mean  next  week,  Virginia  Dwyer  can  still 
find  people  who'll  buy  40-year  bonds. 


Borrowing  billions 
for  Bell 


The  Money  Men 


By  Allan  Sloan 


VIRGINIA  DWYER  DOESN'T  GO  IN  for 
flashy  double-knit  suits,  big  ex- 
pense account  lunches  or  glad- 
handing  the  customers,  but  she's  a  super- 
saleswoman  just  the  same.  After  all,  last 
year  Dwyer  convinced  investors  to  buy 
almost  $4  billion  of  long-term  bonds — 
make  that  very  long-term  bonds— at  a 
time  when  many  people  began  to  believe 
that  the  market  for  long-term,  fixed-in- 
terest-rate obligations  would  soon  be  as 
dead  as  the  dinosaurs. 

Dwyer,  however,  is  treasurer  of 
American  Telephone  &  Telegraph  Co., 
the  only  borrower  on  the  face  of  the 
earth  that  still  has  access  to  such  premi- 
um debt  without  having  to  pull  a  gun  on 
its  lenders.  "We  start  from  the  proposi- 
tion that  40  years  is  a  doable  issue,"  she 
explains.  Still,  the  U.S.  government 
doesn't  sell  bonds  with  maturities  longer 
than  30  years,  and  most  sovereign  coun- 
tries borrow  for  only  1 ,  at  costs  tied  to 
short-term  Eurodollar  rates.  But  AT6^T, 
which  has  used  40-year  obligations  as  its 
financial  mainstay  since  World  War  H, 
sails  serenely  on,  finding  investors — 
mostly  pension  plans — willing  to  wait 
four  decades  to  get  their  inflation-rav- 
aged principal  back. 

Take  last  year,  when  the  bond  market 
collapsed  twice,  and  was  so  volatile  it 
made  stocks  look  safe.  Despite  the  cha- 
os, Dwyer  sold  $3.8  billion  of  bonds  with 
maturities  ranging  from  the  year  2017  to 
2020.  Why  the  disparity?  "We  didn't 
want  to  have  too  much  debt  maturmg  in 
2020,"  she  says.  That's  long-term  plan- 
ning for  you!  Another  $1.1  billion  of  Bell 
issues  had  maturities  ranging  from  eight 
to  ten  years — Dwyer 's  concession  to  the 
problems  in  the  bond  market. 

Not  only  did  Dwyer  astutely  line  up  all 
that  fixed-rate  debt,  but  she  did  it  on 
Bell's  terms.  She  insisted  that  Bell  keep 


Ma  Bell's  Virginia  Duyer 
Worrying  about  a  2020  payoff. 

only  five  years  of  call  protection  in  its 
bonds.  That  means  if  interest  rates  in 
1985  are  substantially  below  last  year's 
rates.  Bell  can  call  in  the  bonds  for  re- 
demption and  refmance  them  with 
cheaper  debt.  Most  corporate  issuers 
these  days  give  buyers  more  generous 
ten-year  call  protection. 

Bell  has  to  pay  a  penalty,  of  course,  if  it 
calls  in  its  1980  bonds  early.  The  penalty 
is  generally  about  a  year's  interest,  but 
Bell  can  rapidly  make  that  up  if  rates  in 
1985  are  3%  below  last  year's  levels.  If, 
heaven  forbid,  long-term  rates  in  1985 
are  above  the  1980  rates,  Dwyer  can  let 
the  bondholders  sit  on  their  paper,  which 
would  be  sellmg  at  less  than  par.  If  rates 
drop  enough  so  the  paper  sells  above  par 


in  1985,  it's  reasonably  sure  Bell  will  ( 
the  bonds.  Not  a  bad  deal  for  Dwj 
Heads,  AT&.T  wins;  tails,  you  lose.  H 
ing  the  bonds  called  is  not  only  a  th 
retical  risk:  In  1976-77  Bell  called  in 
billion  (face  value)  of  bonds  and  tende 
for  $600  million  more. 

Dwyer 's  underwriters  say  the  m 
customers  for  new  bonds  these  days 
pension  funds.  Insurance  compan 
have  all  but  given  up  making  long-ter 
fixed-rate  loans.  Small  investors  now 
count  for  less  than  5%  of  Bell's  bd 
sales,  according  to  Thomas  A.  Saundj 
in,  the  managmg  director  in  charge 
Morgan  Stanley's  syndicate  departme 
"Individuals  have  other  high-yielding 
vestment  opportunities  that  are  rrn 
liquid,"  Saunders  says. 

For  Robert  McLaughlin,  though,  E 
bonds  at  coupons  of  14% -plus  are  aim 
irresistible.  McLaughlin  is  investm( 
officer  for  the  $5.3  billion  Public  EmpL 
ees  Retirement  System  of  Ohio.  1 
fund  has  a  net  cash  flow  of  more  th 
$700  million  a  year,  and  McLaughli 
job  is  to  invest  it  to  bring  in  a  long-te 
retum  of  6.5%  or  more  annually.  1 
6.5%  IS  what  the  fund's  actuaries  sa^ 
must  earn  on  its  assets  to  have  enoi 
money  to  meet  benefit  obligations. 

With  a  target  like  that,  a  14%,  40- y 
bond  with  a  triple-A  rating  is  hard 
turn  down — even  though  Bell  may  cal 
away  if  interest  rates  drop.  An  erosion 
the  bond's  market  price  may  partly  off 
the  handsome  coupon  yield  if  rates  ri 
but  It  will  still  bring  in  well  over  6.5% 
think  the  real  inflation  rate  is  8%  or  9 
I  don't  believe  in  the  Consumer  Pr 
Index  as  a  measure  of  inflatioi 
McLaughlin  says.  "That  means  wt 
getting  a  real  [after-inflation]  retum 
5%."  Such  thinking  allows  Dwyer,  a  i 
year-old  economist,  to  keep  her  bosses 
Bell  happy:  If  rates  come  down  in  t 
future.  Bell  can  refinance.  If  they  doi 
the  system  has  cheap  40-year  money. 

Dwyer  began  her  Bell  career  on  a  mu 
less  exalted  level.  In  fact,  she  started  a 
Western  Electric  billing  clerk  in  19' 
the  year  she  was  graduated  from  the  U: 
versity  of  Rochester.  Western  Elect 
was  desperate  for  manpower — or  wo: 
anpower — because  World  War  n  had  t< 
en  many  of  its  employees  away.  "I  pn 
ably  had  a  better  opportunity  at  tl 
time  for  a  nontraditional  job  than 
would  have  had  later  on,"  she  says. 

Dwyer,  who  is  single,  studied  econoi 
ics  at  New  York  University  at  nig 
emerged  with  a  master's  degree  m  19 
and  started  m  on  her  doctorate.  Un 
about  20  years  ago,  she  wasn't  si 
whether  she  wanted  to  have  a  career 
AT&.T  or  to  become  a  professor.  Dv^r] 
stuck  with  Ma  Bell  and  gave  up  ij 
thought  of  teaching  in  1958,  when  sj 
got  a  major  promotion.  She  becai 
AT (&T's  treasurer  m  1979. 

Her  major  challenge  is  to  continue  sfl 
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When  you  re  in  the  business  of  assem- 
bling parts,  you're  in  the  business  of 
holding  costs  down  while  keeping 
^quality  up.  Which  is  a  tricky  busi- 
ness these  days.  Manufacturers 
have  found  the  answer  to  the 
problem.  Bodine  in-line  assembly 
machines.  ^  Bodine  modular  machines  have 
produced  millions  of  small  assemblies  such  as  those  shown  here,  products  made 
in  high  volume  to  rigid  specifications  and  yet  at  considerable  savings. 
With  today's  skyrocketing  labor  costs,  both  direct  and  indirect,^ — v^^^^h 
managers  hardly  have  to  be  persuaded  of  the  wage-saving  ^^^^^k^"^^^ 
advantages  of  automated  assembly  systems.  But  they  also* 
must  look  hard  at  the  possibility  of  long  delays  in 
changing  over  to  new  equipment,  and  they  must  worry  about  sacri- 
ficing quality  control  in  their  products.  R  Conversion  even  from  a 
completely  manual  operation  can  be  made  swiftly  and  with  a 
minimum  of  de-bugging  time.  >f''^^^^^==^==:^  ■  As  for  quality 
control,  the  simplicity  of  Bodine  drive  sys- 

tem eliminates  much  of  the  need  for  moni-  ^^^^^--^^W  toring  and  adjust- 
ment. Most  of  the  motions  of  the  system  are  ^^^^(^^^  timed  and  driven 
by  the  main  drive  shaft,  and  these  include  self-inspection  features  that  keep 
constant  tabs  on  output.  M  All  of  this  adds  up  to  higher  production  rates,  fewer 
returns,  and  the  elimination  of  costly  major  retooling  for  product  changes.  Which 
means  savings  added  to  savings.  A  Bodine  assembly  machine  pays  for  itself. 
And  then  it  starts  to  pay  for  itself 
all  over  again.  H  Write  or  phone  \  ] 
Frank  J.  Riley,  Vice  President, 
The  Bodine  Corporation, 
317  Mountain  Grove  Street, 
Bridgeport,  Conn.  06605, 
(203)  334'3107. 
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The  Money  Men 

ing  long-term,  fixed-rate  bonds,  despite 
the  market's  move  in  the  direction  of 
floating-rate  obligations.  "If  you  assume 
that  the  inflation  rate,  though  high  by 
historical  standards,  is  going  to  deceler- 
ate, the  pressure  for  floating  rates  will  no 


longer  come  from  the  lender,"  she  says, 
"it  will  come  from  the  borrower.  We 
would  like  to  stay  with  a  40-year  maturi- 
ty, but  if  the  marketplace  says  different- 
ly, we  will  respond." 

The  marketplace  may  be  sending  Bell  a 
message.  Its  last  1980  issue,  $400  million 
of  14.25%,  40-year  Southwestem  Bell 
bonds  gave  the  underwriters  a  terrible 


time.  They  had  to  accept  old  bond 
exchange  for  the  new  ones,  then  s 
the  swapped  bonds  around  until  t 
found  a  home  for  them.  But  the  un 
writers  say  that  issue,  which  came 
during  the  bond  market's  second  colli 
of  1980,  was  atypical. 

Virginia  Dwyer  is  hoping  very  m 
that  they  are  right.  ■ 


''There  II  be  a  large  calendar  of  fixed-rate 
issues  over  longer  terms, ' '  says  Morgan  Stanley. 


Back  from 
the  grave? 


By  Maurice  Barnfather 

CONOCO,  Inc.  bit  the  bullet  on 
Ian.  6  with  a  $300  million,  30-year 
fixed-rate  13'/4%  debenture.  Ten- 
neco.  Inc.,  another  A-rated  company, 
paid  the  same  historically  high  interest 
rate  for  $200  million  of  ten-year  money. 
Union  Carbide  Corp.  stuck  the  same 
coupon  on  its  $200  million  long-term 
financing. 

This  is  the  dead  bond  market  we've 
been  reading  so  much  about?  The  corpse 
is  lively  indeed  according  to  Salomon 
Brothers,  which  is  predicting  a  net  in- 
crease in  corporate  bonds  issued  this 
year  of  $37.7  billion.  That  is  just  below 
last  year's  record  increase  of  $40.5  bil- 
lion, despite  the  large  number  of  issues 
maturing.  "We  don't  believe  the  long- 
term  bond  market  is  in  trouble,"  says  a 
top  partner  at  Morgan  Stanley  &  Co., 
who  prefers  to  remain  anonymous.  "We 
just  don't  see  it." 

What's  important  is  that  Conoco  is 
the  first  quality  paper  of  any  real  size  to 
test  the  long-term  corporate  bond  mar- 
ket since  the  $250  million  Union  Pacific 
Corp.  furidraising  last  fall.  Last  year's 
record  issue  of  bonds  peaked  in  midsum- 
mer when  the  prime  interest  rate,  having 
collapsed  from  20%  to  11%  in  16  weeks, 
began  rising  again.  With  the  prime 
waltzing  around  the  20%  mark  since 
mid-December,  it's  not  surprising  that 
conventional  wisdom  believes  the  long- 
term  bond  market  has  gone  belly  up. 

Admittedly,  an  investment  bank's 
positive  view  of  the  bond  market  can  be 


self-serving.  But  from  the  32nd  floor  of 
Exxon's  tower  on  New  York's  Avenue  of 
the  Americas,  Morgan  has  a  command- 
ing view  not  only  of  Manhattan  but  also 
of  the  bond  markets,  where  it  has  long 
been  a  pioneer  in  new  types  of  debt  in- 
struments. Morgan  invented  the  prece- 
dent-shattering, warrant-attached  $1  bil- 
lion AT&.T  bond  issue  of  1970.  Recently 
it  floated  a  successful  adjustable-rate  is- 
sue for  General  Motors.  Morgan  views 
such  innovations  as  important.  But  the 
main  event,  they  claim,  is  the  enormous 
pent-up  demand  for  such  traditional 
long-term  bond  issues  as  Conoco's. 

Indeed,  there  are  dozens  of  long-term 
issues  totaling  $3.5  billion  already  an- 
nounced but  postponed  and  overhanging 
the  market.  Among  them:  a  $300  million 
offering  from  Caterpillar  Tractor  Co., 
$250  million  from  Citicorp  and  $200 
million  from  Gulf  Oil  Canada  Ltd.,  all 
waiting  for  even  a  slight  dip  in  rates. 

If  Morgan  is  right  and  there's  a  new 
willingness  to  bite  the  bullet  and  take  on 
board  fixed-rate  money  at  current  levels, 
then  it's  not  good  news.  It  means  many  of 
the  men  holding  America's  corporate 
purse  strings  are  betting  long-term  high 
inflation  and  interest  rates.  Over  the  past 
decade  companies  have  increased  de- 
pendence on  bank  variable-rate  debt  to  an 
alarming  extent.  That's  a  cross  increas- 
ingly hard  to  bear.  Says  Bill  Comfort,  of 
Citicorp  Venture  Capital:  "Paying  20%  to 
25%  can  kill  you." 

Why  not  wait  for  the  prime  to  tumble 
as  it  did  last  summer?  Replies  Tenneco 
Chief  Financial  Officer  Dean  H.  Mad- 


dox:  "Major  corporations  don't  havci 
luxury  of  waiting  on  the  hope  that  ri 
will  decline.  With  rates  in  this  ranga 
were  willing  to  make  long-term  borr 
ing  to  repay  short-term  debt.  I  think 
will  see  more  like  us."  The  story  is  ml 
the  same  among  investment  bankersi 

•  Drexel  Bumham  Lambert's  Fred 
seph:  "When  clients  missed  the  last 
in  rates  they  felt  'Well,  okay,  we're  ; 
recession  and  rates  will  head  back  do 
again.'  Son  of  a  gun,  four  months  1; 
they  were  paying  the  banks  23%  or  2: 
All  they're  waiting  for  this  time  i 
slight  dip." 

•  Kidder,  Peabody's  Barton  Good^| 
director  of  private  placements:  "Theij 
no  question  that  corporations  today! 
sume  long-term  inflation  close  to  id 
Two  to  three  points  over  inflation  i 
you  long-term  bond  rates  12%  to  1^ 
When  we  had  8%  to  9%  bond  marld 
we  had  5%  to  6%  inflation." 

"Given  minimal  signs  of  stability, 
eryone  will  try  to  get  into  the  long-t^ 
bond  market  in  droves,"  predicts  W 
gan  Stanley.  "There'll  be  a  large  caletj 
of  fixed-rate  issues  over  longer  terms] 

Of  course,  that  rush  may  also  ^ 
something  to  do  with  the  availability 
well  as  the  price  of  money.  With  a  j 
jected  federal  government  deficit  j 
year  of  $70  billionri.  $59  billion  in  19 
there's  much  talk  of  the  Treas| 
"crowding  out"  industrial  borrov| 
from  the  credit  markets  this  year  if 
economy  takes  off.  Salomon  Bros,  i: 
so  sure:  "That  didn't  happen  in  II 
when  sizable  amounts  of  U.S.  gov^ 
ment  debt  was  absorbed  by  foreigners 

The  only  sure  thing  about  the  lo| 
term,  fixed-rate  bond  market  at  the  l| 
ment  is  that  it  will  be  volatile.  A  puz2 
banker  confides:  "We're  not  quite  c! 
what's  happening  now,  but  just  as  s( 
as  we  are,  we'll  be  there."  ^ 

What  corporations  seem  to  be  say 
is,  strapped  with  a  weight  of  short-t« 
debt  that  is  slowly  bringing  many 
their  knees,  they  cannot  wait  and  se 
the  new  Administration  has  the  ansi 
to  inflation.  Indeed,  by  locking  m  hist 
cally  high  financing  costs,  they  are  1 
ting  the  other  way.  Consider:  Conoci 
large  enough  with  $1.6  billion  of  debi 
borrow  $300  million  short  term  ; 
await  the  inflation  and  interest  rate  tu 
ble.  It  didn't.  Says  Morgan  Stanl 
"That  says  a  lot  about  the  premium  tl 
are  willing  to  pay  to  be  safe."  ■ 
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WeYe  American  Airlines 
Doing  what  we  do  best 


In  1955,  when  Vickie  Gelz  was  10 
months  old,  American  founded  the 
industry's  first  training  school  for 
professional  flight  attendants. 

It's  a  school  where  more  than  two 
hundred  thousand  people  apply  each 
year.  (Less  than  one-half  of  one 
percent  are  finally  accepted.) 


It's  a  school  where  students  are 
taught  to  make  your  flights  safe  and 
enjoyable.  (They  already  know  how 
to  he  nice.) 

And  it's  a  school  whose  graduates 
neverstop  learning.  (They  regularly 
study  new  procedures  and  review 
old  ones.) 


It  takes  a  special  kind  of  training 
to  be  an  American  Airlines  Flight 
Attendant.  And  a  very  special  kind 
of  person. 

It  takes  the  best  people  to  make 
the  best  airline.  Vickie  Gelz  is  one  of 
them,  and  we  thought  you'd  like  to 
meet  her. 


Has  Jack  Hartley  finally  gotten  Monsanto's 
act  together^  Maybe  yes.  Maybe  no. 


Is  this  it? 


By  Thomas  Jaffe 

IN  THE  Forbes  33rd  Annual  Report 
on  American  Industry  5)  it's  all 
there  in  black  and  white:  Second  to 
last  on  the  list  for  current  return  on  equi- 
ty and  return  on  total  capital  among  the 
giant  chemical  companies  sits  St.  Louis' 
once-proud  Monsanto  Co.  Last  year  the 
diversified  $6.5  billion  (sales)  company 
earned  barely  over  8%  on  its  stock- 
holders' investment.  In  spite  of  $4  billion 
worth  of  capital  spending,  earnings  have 
gone  nowhere  since  the  mid-Seventies. 
Why?  Sitting  behind  a  massive  desk  in 
his  huge  office,  Monsanto  Chairman 
John  W.  Hanley,  59,  ponders  the  ques- 
tion. The  answer  comes  easily:  jack 
Hanley  is  a  man  who  exudes  confidence. 
"We  never  claimed  this  would  be  a  quick 
fix.  Our  profits  have  been  hovering, 
pending  the  clearance  of  matters  that  are 
now  pretty  much  in  hand." 

Hanley  is  talking  about  a  string  of  di- 
vestitures and  writeoffs  that  have  lopped 
off  some  $800  million  in  sales  since  he 
left  a  top  job  at  Procter  &  Gamble  to  take 
command  at  Monsanto  late  in  1972.  Says 
he,  looking  his  questioner  right  in  the 
eye:  "It's  about  85%  over  now.  I  can  see 
the  end."  The  other  shoe  dropped  as 
Forbes  went  to  press:  Hanley  announced 
an  additional  writeoff  of  up  to  $68.4  mil- 
lion to  close  down  two  money-losing 
polyester  filament  facilities. 

Hanley  now  hopes  that  some  of  Mon- 
santo's  basic  strengths  will  start  shining 
through  and  its  numbers  will  begin  to 
improve  sharply.  To  start  with,  he  has 
maintained  and  even  increased  Monsan- 
to's  highly  profitable  leadership  in  agri- 
cultural products,  where  it  ranks  third  in 
the  world,  behind  Bayer  and  Ciba-Geigy. 
The  agricultural  group's  operating  in- 
come has  more  than  doubled,  to  around 
$400  million  since  1974,  and  its  sales 
force  both  here  and  abroad  increased  six- 
fold to  almost  1,200.  Last  year  it  ac- 
counted for  more  than  half  of  Monsan- 
to's  cash  flow  and  about  60%  of  profits. 
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Much  of  this  improvement  is  due  to  the 
brilliant  growth  of  Roundup,  an  all-pur- 
pose herbicide  whose  volume  sprouted  to 
more  than  $300  million  after  only  six 
years  on  the  market.  Analysts  estimate 
Roundup's  sales  will  keep  increasing 
30%  a  year,  at  least  through  1983. 

Among  the  company's  other  strong 
points,  Monsanto's  $1.7  billion  industri- 
al chemicals  group  dominates  the  U.S. 
market  in  detergents  and  phosphates. 
This  group  also  has  a  30%  share  in  plasti- 
cizers  (which  make  plastics  flexible)  and 
is  first  in  the  world  in  rubber  chemicals. 
Using  profits  and  cash  flow  from  this 
division,  Hanley  committed  Monsanto 
to  a  six-year,  $600  million  program  in 
1978  to  expand  in  silicon,  and  the  com- 
pany has  become  the  top  supplier  to  the 
U.S.  semiconductor  industry. 

Exploration  and  development  of  Mon- 
santo's oil  and  gas  reserves  have  been 


upgraded  as  well.  In  1980  Hanley  spe 
$120  million;  this  year  it  will  be  $1: 
million.  The  company  estimates  it  h 
up  to  130  million  barrels  of  oil  and  equi 
alents,  mostly  in  Texas,  Oklahoma,  W 
oming,  Louisiana  and  Canada,  whii 
now  supply  about  25%  of  its  feedsto 
requirements  for  petrochemicals.  The 
reserves  are  worth  an  estimated  $1.3  b 
lion  at  current  market  prices — about  $ 
per  Monsanto  share. 

Finally,  Hanley  launched  a  move  in 
biosciences.  Like  Du  Pont,  Monsan 
founded  its  own  laboratory  for  recoml 
nant  DNA  research,  and  it  has  equi 
investments  in  such  well-known  gem 
ics  houses  as  Cenex. 

While  all  this  certainly  is  ground  I 
optimism,  Hanley  has  made  quite  a  nui 
ber  of  serious  mistakes  as  well.  Sin 
1975  he  has  poured  nearly  $600  millii 
into  fibers  only  to  come  up  with  aba 
$400  million  in  operating  losses.  Amo: 
the  more  obvious  errors  was  the  $16  m 
lion  acquisition  in  1974  of  Olympia  I 
dustries,  a  polyester  texturizer  that  beg, 
losing  money  the  year  after  it  was  bougl 
and  a  technically  outflanked  Rohm  j 
Haas  polyester  filament  plant  bought 
1977  for  $55  million.  By  the  time  Mo 
santo's  European  nylon  division  was  sh 
down  in  1979,  it  had  losses  exceedi: 
$100  million  in  its  last  three  years. 

To  be  fair,  just  about  everyone  has  bei 
stung  by  polyester  filament.  In  1980  Cel 
nese  and  Du  Pont  with  larger  mark 
shares  were  barely  at  breakeven.  But  rat 
er  than  take  a  writeoff,  Hanley  for  the  la 
three  years  tried  to  salvage  the  busine; 
Most  recently  Monsanto's  reason  f 
hanging  on  was  the  development  of  a  ne 
process  for  making  polyester  called  in-lii 
texturizing,  which  Hanley  claims  will  i 


e  the  market  in  sheets,  shirts,  under- 
ir  and  more.  "Were  it  not  for  this  one 
ig, "  he  says,  beaming,  "we  would  have 
ounced  six  months  ago  that  we  were 
hdrawing  from  polyester.  I'm  sure 
nsanto  has  invented  the  next  genera- 
lof  fiber." 

ithers  aren't  so  sure.  Says  one  of  Mon- 
ro's own  top  executives:  "Anyone 
)  tells  me  we're  supposed  to  hang  on 
hose  losses  for  the  sake  of  a  promis- 
infant  technology— I  mean  really,  I 
e  to  laugh." 

anley  evidently  now  agrees.  As  this 
e  was  put  to  bed,  Monsanto  an- 
nced  that,  in  addition  to  the  writeoff, 
as  selling  its  remaining  polyester  fila- 
it  facilities  to  Celanese  for  $30  mil- 
:.  As  part  of  the  deal,  Celanese  is 
ing  Monsanto  another  $8  million  to 
d  one  more  year  of  research  in  Han- 
3  "next  generation  of  fiber." 
ut  fibers  aren't  Monsanto's  only  sink- 
i.  Another  has  been  in  acrylonitrile,  a 
mical  intermediate  used  in  its  plas- 
and  fibers  lines.  Between  1974  and 
7  Hanley  poured  $600  million  into 
business,  becoming  the  world's  larg- 
producer.  Monsanto  cannot  use  all  it 
/ides  and  has  been  forced  to  sell  on 
open  market,  where  prices  are  de- 
ised  because  of  an  international  glut 
;cted  to  last  at  least  through  1982. 
lie  this  has  yet  to  hurt  Monsanto's 
'  U.S.  acrylonitrile  plant,  it  has  devas- 
d  the  $300  million  Teesside  plant 
tied  in  the  U.K.  in  late  1978. 
lonsanto's  joint  venture  with  Con- 
has  problems,  too.  Since  1978  Mon- 
ro has  contributed  its  $300  million 
ochemicals  complex  at  Chocolate 
ou,  Tex.,  plus  $100  million  more  to 
ind  that  plant  and  Conoco's  at  near- 
^ake  Charles,  La.  To  date,  the  main 
lit  has  been  to  increase  Monsanto's 
icity  for  the  propylene,  also  a  build- 
block  for  acrylonitrile.  As  with 
'lonitrile,  the  world  is  currently 
sh  with  cheap  propylene. 
Most  companies  would  have  taken 
or  two  decades,"  says  Anantha  Ra- 
1,  chemicals  analyst  at  First  Boston, 
create  the  number  of  problems  Mon- 
ro's management  compressed  into 
e  or  four  years." 

hings  might  have  been  better  if  Jack 
iley  had  stuck  to  his  original  plan: 
ansanto  will  be  moving  strategically 
'nstream  toward  the  consumer  and 
y  from  so  many  future  heavy  invest- 
its  in  commodity-type  businesses 
:  are  tied  to  the  vagaries  of  economic 
les,"  he  announced  in  June  1973. 
at  Hanley  was  seduced  by  good  for- 
s.  So  strong  was  demand  in  the 
mical  industry  in  1973-74  that  not 
n  the  OPEC  embargo  could  stop  it.  In 
>ing  on  feedstock  price  increases  to 
tomers  chemical  companies  also  add- 
on a  substantial  markup.  In  1973 
nsanto's  earnings  almost  doubled,  to 


The  Bronco  Buster 

Frederic  Remington 's 
first  and  most  dynamic  bronze 


Cast  full  size 
from  a  Remington  Original. 
Each  bronze  hand  made  and  hand 
finished  to  completion 
with  its  quality  guaranteed. 

Limited  Edition 
Offering  Price  $2,000 

^To  discuss  The  Bronco  Buster 
or  other  Remington  Bronzes  contact: 
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hiHisf  of  fine  Hrts,ltd. 

One  Bunker  Hill 
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Information  systems  aren't  expensive 

anymore.  ^ 


New  CADO  System  20/20  for  small  and 
not-so-small  business. 

This  business  computer/word  processor/message  processor 
grows  as  you  grow. 

Start  witti  one  terminal  and  one  printer  for  about  the  cost 
of  an  IBIVI  5120,  Later  on  It  can  grow  to  five  work  stations 
two  printers,  and  an  optional  device  for  TWX,  / 
Telex  &  ODD  transmission  worldwide.  Multi-tasking.  / 
too.  Plus  a  do-it-yourself  method  for  creating  special  / 
reports.  And  it  actually  teaches  you  every  step  of  / 
the  way.  □  Free  12-page,  full  color  brochure.  / 
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$6.90  a  share.  The  next  year  they  jumped 
again,  to  $9.25. 

"Every  part  of  the  company  generated 
good  income,"  remembers  James  Kerlcy, 
chairman  of  Monsanto's  fmance  com- 
mittee. "All  the  operating  guys  told  the 
new  leader  that  there'd  never  really  been 
anythmg  wrong  with  us  except  that 
there  hadn't  been  an  aggressive  guy  at 
the  top.  We'd  been  running  lean  on  cap- 
ital spending,  so  the  argument  went — 
what  you  want  to  do  is  to  pour  some 
coals  onto  our  basic  businesses  and  prof- 
its will  go  sky-high." 

But  the  boom  proved  short-lived.  "We 
deserve  our  worst  marks  in  marketing 
research,"  says  Kerley.  "Our  long-range 
projections  were  almost  uniformly  too 
optimistic."  In  plastics,  Monsanto  un- 
derestimated Borg-Wamer's  ability  to 


hold  the  leading  market  share  in  AES 
(used  in  appliances,  automotive  parts  and 
construction  materials).  In  polystyrene 
(for  packaging  and  consumer  products), 
cheaper  polyolef  in-based  plastics  .started 
taking  over  the  market  after  Hanley  had 
lavished  some  $300  million  in  expansion 
capital  in  bo.th  areas. 

The  list  goes  on:  In  the  mid-Seventies 
Hanley  spent  $100  million  on  Cycle- 
Safe,  a  new  plastic  bottle,  only  to  have  it 
banned  as  a  cancer  risk  by  the  Food 
Drug  Administration  in  1977.  In  Decem- 
ber of  last  year,  he  finally  threw  in  the 
towel  on  Aiscondel,  a  Spanish  plastics 
producer  that  had  suffered  $70  million  in 
losses  since  1978. 

Why  did  Hanley's  consumer-oriented 
strategy  run  aground? 

Hanley:   "Our  ability  to  go  down- 


stream was  limited  by  the  need  to  get  c 
house  in  order  and  by  the  complexities 
a  broad  product  portfolio.  Cleaning 
our  act  turned  out  to  be  more  complic 
ed  and  difficult  than  I  envisioned." 

Jack  Hanley  seems  to  think  the  wi 
is  finally  at  his  back.  Monsanto's  stc 
has  been  strong,  rising  from  a  low  of 
last  year  to  a  recent  70.  "We're  movi 
along  at  a  pace  we  can  absorb  and  m; 
age,"  he  says  confidently.  "The  Eight 
will  be  very  bright  for  the  company,  a 
I'm  going  to  enjoy  being  a  part  of  it."  ^ 
the  fact  remains  that  two  of  Monsant 
five  operating  groups  were  in  the  red 
1980,  a  third  was  dangerously  close — a 
these  three  represented  nearly  60% 
sales.  There  have  been  turnaround  s 
ries  from  Monsanto  before.  Seeing  \^ 
be  believing.  ■ 


A  gallon  of  gas  went  from  39  cents  to  $1.40.  Will  the  60-cent  loaf  c 
bread  hit  $2?  FORBES  asked  agricultural  expert  Don  Paarlberg. 


Food— myth 
and  reality 


As  I  See  It 


By  Bob  "Runarkin 


FORGET,  IF  YOU  CAN,  that  the  oil 
price  is  going  up  at  least  10%  this 
year.  The  price  of  food,  says  the 
U.S.  Department  of  Agriculture,  will  rise 
14%  in  1981 — and  that  may  be  an  under- 
statement. Last  summer's  drought  is 
only  partly  to  blame.  World  food  demand 
is  up,  but  production  is  not.  The  great 
grain  reserves  of  the  U.S.,  bulging  two 
years  ago,  are  now  depleted  to  scary  lev- 
els. The  world,  say  many  instant  experts, 
is  facing  a  food  crisis. 

Many  Americans  will  find  that  hard  to 
believe.  Why  can't  we  control  the  price 
of  our  own  food?  they'll  ask.  This  year 
the  Agricultural  and  Consumer  Act  of 
1977  comes  up  for  renewal.  There  will  be 
pressure  to  do  something  about  food 
prices. 
But  whatc««  be  done? 
To  find  some  answers,  Forbes  went  to 
see  Don  Paarlberg,  one  of  the  nation's 
premier  agricultural  experts.  Paarlberg, 


now  70  and  recently  retired  as  professor 
of  agricultural  economics  at  Purdue  Uni- 
versity, directed  the  Food  for  Peace  pro- 
gram for  President  Eisenhower  and 
served  as  assistant  secretary  of  agricul- 
ture under  Presidents  Nixon  and  Ford. 
Last  year  he  published  the  refreshingly 
jargon-free  book,  lann  and  hood  Policy 
JbrlheWHOs. 

We  found  Paarlberg,  a  vigorous  one- 
time Indiana  farmer,  skeptical  of  both 
food  crisis  and  food  power  but  hopeful  for 
the  future  growth  of  U.S.  agriculture. 

I'aarlherii  The  prevalent  notion  now  is 
that,  whereas  previously  the  problem 
was  to  manage  our  surpluses,  the  prob- 
lem is  now  going  to  be  to  manage  our 
shortages.  I  think  that  is,  at  best,  a  hy- 
pothesis. But  It's  now  being  treated  as 
the  received  wisdom.  And  so  we're  going 
to  be  trying  to  hold  down  our  food  prices. 
We're  going  to  be  putting  on  embargoes 
to  keep  the  stuff  at  home,  in  the  alleged 
interest  of  the  consumer. 

I  think  that  is  a  very  bad  thing  because 


it  would  reduce  our  export  earnings  a 
weaken  the  dollar.  For  our  foreign  poln 
It  would  be  like  a  loose  cannon  aboan 
ship.  There  are  too  many  countries,  be 
developing  and  developed,  dependent 
us  for  food. 

h'OKBh:s:  Is  it  oiif  obligation  to  he 
world's  breadbasket '■' 

It  is  in  our  interest  to  be  the  suppli 
We  need  foreign  exchange  to  bolster  c 
weak  dollar.  Furthermore,  we'd  be  tui 
ing  our  back  on  new  opportunities.  Tal 
for  example,  Japan,  chief  among  our 
markets.  Japan  takes  some  $5  billij 
worth  of  our  agricultural  exports,  nearll 
fivefold  increase  since  1970.  And  maf 
of  the  OPEC  countries  are  poor  in  adi 
cultural  resources,  but  now  have  the  | 
eign  exchange  to  import  food. 

We  would  also  be  injuring  the  Ami 
can  farmer  by  maintaining  artificial 
low  prices. 

OPEC  needs  our  food  Doesn  't  that  met 
li  e  could  offset  their  oil  power  with  our  oi 
food /Kiwer^ 

No  it  doesn't.  The  U.S.'  share  of  woi 
grain  exports  is  about  50%,  substantia 
less  than  OPEC's  share  in  petroleum  « 
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IN  TIME  ITS 
PRICE  WILL  SEEM 
INSIGNIFICANT 
IN  THE  FACE  OF 
ITS  VALUE. 


There  are  very  few 
things  tcxiay  still  being 
made  to  uncompromis- 
ing standards  of  quality. 
This  is  one  of  them.  The 
Bert  one  Coupe  by  Volvo. 

Examine  its  exterior 
and  you  notice  immedi- 
ately that  the  doors  fit 
perfectly  and  the  finish  is 
flawless.  This  is  because 
the  Bertone  Coupe  is  not 
merely  assembled.  It's 
hand-crafted.  A  distinc- 
tion it  shares  with  only 
the  world's  most  revered 
I  automobiles. 

Inside  glove-soft 
leather  that's  hand-fitted 
and  stitched  over  every 
seat  will  convince  even 
the  most  ardent  skeptic 
that  superior  workman- 
ship is  not  a  thing  of  the 
past. 

However,  you 
needn't  acquire  a  Bertone 
Coupe  to  own  a  car  of 
truly  remarkable  quality 
Any  Volvo  will  admir- 
ably suffice. 

In  fact, Volvos  are 
so  well-made  their  aver- 
age life  expectancy  is 
now  up  to  18.7  years  in 
Sweden. 

Of  course  if  you  de- 
cide to  invest  in  a  Volvo, 
you'll  need  a  respectable 
sum.  But  in  return  you'll 
get  something  that's  hard 
to  put  a  price  on.  A  car 
you'll  come  to  value. 

VOLVO 

A  car  you  can  believe  in. 


1961  VOLVO  OF  AMERICA  CORPORATION 


As  I  See  It 


ports  at  85%.  Therefore,  world  trade  in 
food  is  less  critical  to  total  consumption 
than  is  world  trade  in  oil:  More  than  half 
of  the  world's  oil  consumption  is  satis- 
fied through  imports,  but  only  about  one- 
eighth  of  world  grain  consumption  de- 
pends on  world  trade.  Another  reason 
making  it  impractical  is  cost.  When  oil  is 
withheld  it  is  left  in  the  ground  and  there 
is  no  cost  to  store.  But  grain  is  perishable 
and  very  costly  to  store.  A  very  popular 
belief:  The  oil  powers  should  be  offset  by 
the  food  powers,  but  I  don't  buy  that. 

But  in  vour  experience  in  government, 
have  you  ever  discussed  the  idea  of  U.S.  food 
power? 

Oh,  yes.  Mr.  Kissinger  thought  that  it 


of  beef  and  pork  for  those  who  can  afford 
it.  Others  will  find  substitutes  like  fish, 
chicken  or  turkey.  Price  ceilings  merely 
reduce  the  incentive  to  produce. 

But  the  government  fixed  agricultural 
prices  for  years— even  in  the  Eisenhower 
Administration  when  you  first  went  to  Wash- 
ington— and  yet  we  had  huge  surpluses 
How  do  you  explain  that? 

The  surpluses  were  an  illusion.  The 
legislated  price  was  above  the  equilibri- 
um level  of  a  free  market,  so  demand  was 
curtailed,  supply  was  stimulated  and  the 
stuff  piled  up  in  enormous  quantities 
that  cost  like  hell  to  store.  We  couldn't 
get  it  into  the  world  markets  because  the 
official  price  was  above  the  world  level. 
So  we  paid  farmers  to  idle  capacity.  Well, 
the  thing  got  so  costly  that  in  the  mid- 
Sixties  the  Democratic  Administration 


Agricultural  economist  Don  Paarlberg 

Keeping  Jbod  at  home  to  keep  prices  down  would  be  a  mq/or  miscalculation. 


was  a  considerable  power.  In  fact  he  used 
it  successfully  in  1974  in  the  Middle 
East.  There  was  a  confrontation  between 
the  Israelis  and  Egyptians.  We  went  to 
the  Egyptians,  who  were  short  of  food, 
and  said,  "Look,  we'll  supply  you  with 
food  and  that  may  help  you  to  see  the 
merit  of  our  proposal  for  disengagement 
in  the  Middle  East."  It  worked. 

But  another  time  it  didn't  work.  Lyndon 
Johnson  wanted  India  to  support  our  poli- 
cy in  Vietnam.  And  he  said,  "By  God,  you 
support  us  in  Vietnam  or  we'll  shut  off  PL- 
480  [the  program  under  which  the  U.S. 
exports  food  to  friendly  countries  lacking 
the  means  to  pay]  to  you."  We  put  them  on 
a  short  tether,  was  Mr.  Johnson's  phrase 
for  it.  But  they  wouldn't  knuckle  under.  So 
that  time  we  failed. 

So  you  're  saying  that  we  must  pay  higher 
prices  for  food  to  encourage  production,  as 
with  oil  decontrol. 

That's  right.  Higher  prices  will  allocate 
supplies  to  those  willing  to  pay.  That  will 
mean  modest  adjustments  in  the  prices 


held  a  referendum  among  farmers  that 
offered  either  high  price  supports  with 
tough  controls  or  no  controls.  And  to  the 
Democrats'  amazement,  the  farmers 
voted  for  no  controls. 

And  then  you  Republicans  came  along, 
took  away  output  restrictions,  pusljed  ex- 
ports and  tlx  prices  shot  way  up  in  1973 
Did  something  go  urong? 

No,  world  supply  diminished.  We  had 
bad  crops  in  much  of  the  world.  The 
prices  shot  way  up  in  this  coimtry  and 
elsewhere  and  our  accumulated  supplies 
went  into  use.  We  became  competitive 
in  world  markets  and  from  that  point  on 
our  exports  trebled— in  volume,  not  lust 
in  dollars.  The  excess  capacity  we  had 
been  immobilizing  at  the  cost  of  many 
billions  of  dollars  a  year  now  found  out- 
lets in  these  overseas  markets. 

However,  1973  was  only  the  most  dra- 
matic year.  The  movement  to  a  more 
market-oriented  agriculture  has  been  in- 
cremental from  1965  to  1977  in  succes- 
sive Agricultural  Acts  and  I  figure  that 


will  continue  in  1981  when  the  a 
comes  up  again. 

Can  we  increase  production,  or  have  t 
reached  the  point  of  diminishing  returns 
agricultural  prcjductii  ity'^' 

If  you  only  think  in  terms  of  techn( 
ogies  with  which  we're  familiar,  you  i 
get  an  adverse  reading  on  what  our  pi 
ductivity  is  likely  to  be.  But  how  abo 
the  new  technologies  that  come  alon 
Maybe  it  will  be  nitrogen  fixation  1 
nonleguminous  plants.  Or  wide  cross! 
like  those  made  between  wheat  and  x\ 
Or  some  form  of  genetic  or  bioengine( 
ing,  or  new  forms  of  photosynthesis, 
desalination  of  brackish  water.  There  a 
also  intensive  farming  techniques 
similar  to  those  used  by  Japan. 

The  Japanese  surpass  us,  by  the  way, 
terms  of  production  per  acre.  We've  gj 
such  an  abimdance  of  land  that  M 
haven't  had  to  use  it  as  intensely  as  t 
Japanese  do. 

Must  a  farm  be  large  to  he  efficient? 

Those  who  operate  superlarge  fan 
wouldn't  agree,  but  I  find  their  argume 
a  blend  of  truth,  propaganda  and  sel 
deception.  The  true  measure  of  efficiei 
cy  is  cost  per  unit  of  output.  The  el 
dence  is  that  most  of  the  efficiency 
size  has  been  achieved  in  the  irrigati 
cotton  area  of  California  with  farms 
320  acres.  Ln  the  com  belt,  it's  been  prcj 
en  that  most  of  the  efficiencies  can 
achieved  on  a  one-man  farm  provided! 
has  modem  equipment.  Beyond  th^ 
added  size  means  mostly  added  incoij 
from  having  more  acres.  The  larger  fai 
provides  the  farmer  with  more  incon 
greater  net  worth,  more  power  and  pn 
tige,  but  society  does  not  get  its  fo 
cheaper  as  a  result. 

Why  are  tljere  limits  on  economies  of  sec 
m  farming? 

Well,  first  when  you  go  beyond  1,0 
acres  you  impose  a  burden  on  manaj 
ment.  The  difficulty  of  managing  ai 
integrating  the  complex  operations  ol 
superlarge  unit  becomes  very  great. 
other  thing,  the  capital  cost  is  great.  I 
agriculture,  capital  earns  a  relativfl 
modest  amount — maybe  5% — and  bo 
rowed  money  costs  a  man  15%.  Now  t] 
fellow  who's  operating  with  his  ov 
money  on  his  own  farm  doesn't  hai 
that.  There's  also  a  high  ratio  of  cost 
return.  On  the  big  farm,  for  $  1  of  reven" 
the  farmer's  got  to  spend  85  cents.  Or 
small  farm  it's  60  cents.  So  the  sm; 
fellow  has  a  much  bigger  cushion. 

Getting  back  to  food  prices.  Isti 't  tlx  poll 
cal  power  of  the  farmers  keeping  food  pric 
artificially  high.' 

In  the  last  election,  none  of  the  cane 
dates  made  a  major  farm  speech.  For 
years  ago  it  was  a  big  thing.  The  farme 
perception  last  November  was  that  ca 
didates  didn't  think  them  importai 
And  that's  a  bitter  pill.  In  fact,  if  not 
name,  the  Department  of  Agriculture  h 
become  a  Ministry  of  Food.  ■ 
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BARCLAYS  BANK  HELPS  OTIS 
GET  THINGS  MOVING 
ON  HONG  KONG'S  NEW  METRO. 

The  Otis  Elevator  Company  of  United  Technologies  Corporation  has  installed 
its  world  famous  elevators  and  escalators  tor  Hong  Kong's  first  'Metro^  the  new 
mass  transit  rail  network  which  carries  500,000  people  each  day  on  this  densely 
populated  island. 

For  this  project,  Barclays  Bank  International  in  New  York  and  Hong  Kong 
smoothed  the  way  through  the  problems  of  multi-currency  financing.  We  came 
up  with  an  international  credit  package,  created  specifically  for  Otis,  which 
included  protection  against  currency  fluctuations. 

We  could  offer  this  comprehensive  service  fast  because  we  have  our  own 
people  and  our  own  branches  wherever  they  are  needed  for  international  trade. 
The  Barclays  International  group  is  in  over  75  countries  spanning  five  con- 
tinents. We  are,  for  example,  in  Hamburg,  Sydney  Tokyo  and  Bahrain.  As  well  as 
in  New  \brk  and  Hong  Kong. 

We  help  most  of  the  world's  successful  international  companies. 
Somewhere  there  is  a  market  where  we  can  help  you. 


burcla\  s  Bank  iia^  over  120  branches  in  North  America.  (,()r|)oratc  enquiries  will  be  welcomed  b) : 
Vice  President, Corporate  Business  Development, Barclays  Bank  International, 200  Park  Avenue,New  York,N.Y.  10166. Telephone  (212)  687  8030. 
Senior  Vice  President,  International  Banking,  Barclays  Bank  of  California,  2971  Wilshire  Boulevard,  Los  Angeles,  California,  90010.  Tel.  (213)  385  1501. 
Vice  President,  International  Banking,  Barclays  Bank  of  California,  111  Pine  Street,  San  Francisco,  California  94111.  Telephone  (415)  981  8090. 
Barclays  Canada  Limited, Suite  3505, Commerce  Court  West, Toronto, Ontario  M5L  lG2. Telephone  (416)  862  0594. 

For  asset  based  financial  services  including  factoring  and  leasing  contact: 

Executive  Vice  President,  BarclaysAmerican/Commercial,  201  S.  Tryon  Street,  Charlotte,  North  Carolina  28231.  Telephone  (704)  372  8700. 


whether  they're  a  "hunter's  paradise"  or  ''the 
apogee  of  slob  hunting, "  exotic  game  ranches 
have  become  a  paying  proposition. 


The  least 
dangerous  game 


By  Itoni  Mack 


".  .  .The  gun-bearer  shouted  wildly  and 
they  saw  ...  the  bull  coming,  nose  out, 
mouth  tight  closed,  blood  dripping,  mas- 
sive head  straight  out,  coming  in  a  charge, 
his  little  pig  eyes  bloodshot  as  he  looked  at 
them.  Wilson,  who  was  ahead  was  kneel- 
ing shootmg,  and  Macomber,  as  he  fired 
.  .  .  saw  fragments  like  slate  burst  from 
the  huge  boss  of  the  horns,  and  the  head 
jerked,  he  shot  again  at  the  wide  nostrils 
and  saw  the  horns  jolt  again  and  fragments 
fly,  and  he  .  .  .  aiming  careful- 
ly, shot  again  with  the  buffa- 
lo's huge  bulk  almost  on  him 
and  his  rifle  almost  level  with 
the  on-coming  head,  nose  out, 
and  he  could  see  the  little 
wicked  eyes  and  the  head 
started  to  lower.  ..." 

— Ernest  Hemingway 


acres,  "I  used  to  have  cattle,  sheep  and 
goats  and  get  maybe  $30,000  a  year  from 
them.  That  won't  hardly  pay  the  bills. 
With  exotics  I  get  around  $70,000,  and  I 
don't  have  to  worry  about  the  bottom 
dropping  out  of  the  market." 

Result?  joe  Burkett,  president  of  the 
Exotic  Wildlife  Association  in  Kerrville, 
Tex.,  estimates  that  100,000  nonnative 
animals  range  over  ,5  million  Texas  acres 
on  600  ranches.  That's  roughly  double  the 
statistics  of  five  years  ago,  and  he  expects 
them  to  double  again  by  1985.  The  idea 


AH,  THE  THRILL  of  the 
hunt!  A  man  can  still 
get  it  in  deepest  Afri- 
ca, where  Ernest  Hemingway 
set  "The  Short  Happy  Life  ot 
Francis  Macomber."  But  he's 
more  likely  to  trek  deep  in 
the  heart  of  Texas,  where  ex- 
otic game  hunting  ranches 
are  booming.  There  he  can 
slay  a  delicate  sika  deer  from 
Japan.  Or  he  can  shoot  a  vi- 
cious Russian  boar,  whose   

tusks  can  shred  a  man's  thigh. 

For  whatever  he  shoots,  though,  he 
pays  a  fee.  And  those  fees  are  providing  a 
way  for  smart  businessmen  like  San  An- 
tonio's B.J.  (Red)  McCombs  to  cover  the 
costs  of  holding  land.  McCombs  pays 
$10  an  acre  for  scliool  and  property  taxes 
alone  on  his  1,700-acre  Indian  Creek 
Ranch  in  hilly,  rocky  central  Texas. 
"With  exotic  game,"  he  says,  "I  can  cov- 
er my  costs — and  then  some."  With  net 
return  per  acre  running  $30,  oldtime 
ranchers,  fed  up  with  the  vicissitudes  of 
traditional  ranching,  are  turning  to  exot- 
ic game.  Says  76-year-old  Rex  Kelly,  who 
stocks  1,000  exotic  animals  on  his  4,300 


hulicDi  Creek  guides  Jeny  I3iirsu)i  {\ch]an(J  Richard  Grona 
For  $BSO,  a  Russian  boar's  head  to  impress  the  neighbors 

has  spread  all  over  the  U.S.,  but  by  far  the 
greatest  concentration  is  in  Texas,  where 
wide  open  spaces  remain  in  private 
hands,  not  the  federal  government's. 

It's  becoming  one  of  the  last  happy 
hunting  grounds  on  earth.  Many  of  the 
traditional  big  game  areas  of  Africa  and 
Asia  are  now  closed,  the  game  popula- 
tion thinned  by  encroaching  towns  and 
farms  and  by  the  old  safari  companies. 
Even  where  hunting  is  still  allowed,  only 
a  dwindling  few  can  afford  it.  For  in- 
stance, a  blackbuck  antelope,  an  elegant 
animal  with  long  spiraling  horns,  costs 
about  $900  in  Texas.  A  hunt  in  the  black- 
buck's  native  India  would  cost  at  least  5 


times  as  much.  Rich  men  like  Revk 
Michel  Bergerac  can  still  pay  the  pr 
but  the  hunter  on  a  budget  will  for 
India  for  Texas. 

Still,  It  is  not  a  poor  man's  sport, 
aoudad  ram,  a  shaggy  African  creat 
whose  horns  can  curl  almost  3  feet 
length,  costs  about  $1,500.  A  sika  d 
will  run  $750,  a  Russian  boar  $650.  " 
hunt  itself  is  also  eminently  suited 
the  busy  man  of  means.  "Say  an  exe 
tive  in  New  York  decides  he  wants  t( 
hunting,"  says  Burkett.  "He  can  spt 
two  weeks  hunting  elk  in  New  Mex 
and  have  an  11%  chance  of  getting  o 
Or  he  can  come  here,  where  the  succ 
ratio  on  exotics  is  very  close  to  10(; 
We'll  meet  him  at  the  plane  Fru 
night,  and  within  two  days  he  can 
maybe  two  or  three  species  and  be  b; 
on  the  airplane  by  Sunday  night.  It' 
neat,  clean  package — no  muss,  no  fus 
just  like  a  fast-food  mart." 

Those  marts  have  been  decades  in 
making.  In  1924  the  famous  825,0' 
acre  King  Ranch  bought  a  few  nil 
antelope  and  set  them  loose,  and  ot. 
ranch  owners  started  buying  surplus  ; 
animals  to  stock  as  curiosities.  Not  ur 
the  late  1950s  did  anyone  see  them 
profit  makers.  "We'd  just  about  be 
broken  by  the  seven-year  drought  in  i 
1950s,"  says  Chat 
Schreiner  IV  of  the  101 -ye 
old,  60,000-acre  Y.O.  Ran 
"We  had  to  find  some  way 
pay  off  the  huge  debt.  C 
day  a  fellow  hunting  |nati 
whitetail  deer  saw  a  bla^ 
buck,  which  he'd  tried  to 
in  India  but  couldn't.  He  s^ 
'How  much  would  you  ta 
for  me  to  shoot  that  bla( 
buck?'  My  dad  said,  'Wei 
think  $125  would  do  it.' 
1961  we  had  guides  to  t< 
the  hunters  around."  Tod 
to  augment  revenue  from  i 
mestic  livestock,  the  Y 
takes  in  $400,000  from  hu 
ers,  plus  another  $400,C 
trom  tourists  and  sch( 
groups. 

"It's  a  hunter's  parad 

 here,"  croons  one  visitor 

a  Texas  ranch.  "You  can  get  troph 
for  'all  the  different  species."  The  t 
phy  is  what  the  hunter  carries  away 
a  prize,  the  head  or  even  the  wh( 
body  of  an  animal.  The  longer  a 
thicker  the  horns  of  a  ram  or  antelo] 
or  the  more  antler  points  on  a  del 
the  finer  is  the  trophy.  When  mount! 
on  the  wall  of  a  faraway  den,  the  hul 
er  can  flush  with  pride  as  he  reca 
the  stalk  of  his  prey. 

How  hard  is  that  stalk?  As  hard  as  t 
hunter  wants  to  make  it.  For  a  tr 
chase,  the  hunter  tracks  the  animal 
foot,  on  the  ground,  where  the  anima 
sharper  senses  give  it  an  edge.  Or  he  m 
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vait  hours  near  a  known  deer  trail, 
loping  a  good  trophy  buck  wanders  by. 
Jut  most  hunters,  veteran  and  novice 
dike,  prefer  to  let  the  guide  drive  them 
»y  jeep  or  truck  to  within  shooting 
ange  of  an  animal,  whereupon  the 
lunter  slips  out  of  the  vehicle  and 
hoots  his  trophy.  The  length  of  the 
lunt  says  a  lot  more  about  the  guide's 
kill  than  the  hunter's.  That's  fine  with 
he  ranch  owners,  because  if  the  hunter 
:ills  no  game,  the  owner  collects  only  a 
ninimal  guide  and  lodging  fee. 

Thus  big-game  hunting  is  scaled  down 
o  the  skill  of  the  novice.  Recounts  one 
uide:  "I  had  a  lady  the  other  day  that 
lad  never  shot  anything  in  her  life,  and  j 
he  shot  a  white  ram  [price,  $1,200]  and  i 
roke  its  leg.  So  I  told  her,  'Shoot  it 
gain,'  but  she  missed,  and  it  ran  off.  I 
rove  my  truck  around  to  head  it  off,  and 
he  killed  it  then,  shot  it  right  through 
he  shoulder.  But  she  got  too  close  to  the  ' 
cope  and  the  recoil  just  laid  her  head 
fide  open.  Had  to  go  to  the  hospital  and 
et  it  sewn  up."  Says  another,  "I  got  a 
:llow  who  didn't  know  how  to  handle  a 
jaded  gun.  He  shot  through  the  fire  wall 
f  my  truck,  and  the  bullet  exploded  and 
hot  the  radiator  all  to  pieces."  Ah,  the 
brill  of  the  hunt. 

But  it's  thrill  enough  for  many  hunters, 
■om  as  far  as  Europe  and  Japan,  to  come 
ack  for  more.  "We  get  a  lot  of  repeat 
unters,"  says  a  ranch  manager.  "At  first 
e  just  wants  one  kind  of  game,  and  then 
e'll  see  something  else  and  want  it,  and 
efore  you  know  it  he  wants  all  of  them 
D  hang  on  his  wall." 

Even  so,  Texas  game  ranches  have  yet 
3  impress  other  hunters.  "It's  like  turn- 
ig  10,000  cats  loose  in  a  field  and  letting 
eople  go  hunt  them,"  says  one  veteran 
ouisiana  hunter  with  scorn.  "You'd 
ear  more  of  us  protest,  if  we  weren't 
Eraid  the  government  would  take  away 
ur  guns  altogether."  That  would  be  fine 
'ith  Cleveland  Amory,  president  of  the 
und  for  Animals.  Says  he:  "As  long  as 
unters  can  shoot  an  animal  with  no 
ossible  danger  and  no  real  hunt,  since 
;'s  an  animal  penned  in  a  fence,  they'll 
o  it.  It's  the  apogee  of  the  slob  hunter." 

Other  conservationists  are  not  so 
asty.  Louis  DiSabato,  director  of  the  San 
jitonio  Zoo  and  president-elect  of  the 
.merican  Association  of  Zoological 
arks  and  Aquariums,  cites  the  case  of 
le  blackbuck  antelopes  sent  from  Texas 
)  Pakistan  to  stock  sorely  diminished 
ative  herds.  He  explains  that  zoo  ani- 
lals  can  become  excessively  inbred, 
ireatening  the  strain,  and  that  ranch 
:ock  can  be  bred  to  them  for  vigor.  "I  see 
;sponsible  ranches  in  the  future  being 
Ktensions  of  the  zoos,"  says  DiSabato.  "I 
nly  wish  there  were  more  of  them." 
reeding  for  the  zoos,  harvesting — as 
ley  put  it — for  the  hunters,  the  Texas 
inchers  are  building  a  new  business.  And 
ot  the  first  founded  on  human  vanity.  ■ 
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when  opportunity  knocked,  Bill  LeVine  recog- 
nized it  and  jumped  in  with  both  feet. 


Postal  Instant 
success 


By  John  Merwin 


THE  SADDEST  WORDS  I  KNOW  are  'I 
wish  I  had  done  that,'  "  says  Bill 
LeVine,  founder  and  president  of 
Postal  Instant  Press.  LeVine  can  afford  to 
say  that  because  he  seized  his  golden 
opportunity  at  the  age  of  45,  halfway 
through  a  modest  career  as  a  Los  Angeles 
commercial  printer. 

That  was  in  1965,  when  LeVine  hap- 
pened to  visit  an  old  high  school  buddy 
who  owned  a  small  New  York  dress  de- 


sign business.  "John  showed  me  an  Itek 
commercial  camera  he  used  to  take  pic- 
tures of  his  dress  designs,"  LeVine  re- 
members. "He  printed  the  pictures  on  a 
small  offset  press  and  then  sent  them  to 
buyers  around  the  garment  district." 

Spying  an  opportunity,  LeVine  bought 
one  of  the  $4,500  Itek  cameras.  Sure  the 
quality  wasn't  terrific,  but  the  reproduc- 
tion process  involved  only  two  steps, 
versus  the  nine  steps  used  in  commercial 
printing.  LeVine  had  been  missing  a  slew 
of  small  orders  simply  because  commer- 


Fostal  Imtu)it  Presides/  Bill  LeVine 

"Had  we  tried  to  go  public  a  loeelc  later,  loe  never  would  have  made  it. 


The  Up-And-Comers 


cial  printing  was  too  complicated  ar 
too  expensive  for  a  handful  of  menus  or 
stack  of  personalized  office  forms. 

After  a  year  or  so  of  tinkering  wil 
improved  inks,  chemicals  and  material 
LeVine  took  in  a  few  small  orders.  "One 
I  saw  that  I  had  a  salable  item,"  LeVir 
recalls,  "I  started  promoting  low  quant 
ties  on  the  side,  as  a  specialty.  I  had  r 
idea,  though,  of  what  was  ahead." 

What  lay  ahead  was  the  most  succesi 
ful  instant  print  business  in  America,  tj 
629  red-white-and-blue  Postal  Instai 
Press  storefront  locations,  popular 
known  as  PIPs.  PIP  earnings  have  rise 
39%  a  year  on  average  over  the  last  foi 
years,  to  $1.9  million,  or  $1.10  per  shar 
in  the  year  ended  in  June.  Today  PIP  isi 
$14  million  (sales)  company  and  h 
Vine's  family  owns  45%  of  the  stocj 
worth  about  $13  million,  with  PIP 
stock  trading  over-the-counter  at  17 — 1 
times  last  year's  earnings.  Return  on  ei 
uity  is  26%  and  the  company  is  onj 
lightly  leveraged — about  $1  in  long-ten 
debt  for  each  $7  of  equity. 

While  several  other  major  instant  prii 
franchising  companies  have  fallen  on  hal 
times,  PIP  is  growing  like  a  weed.  In  pa| 
it's  a  little  rub  of  the  green,  but  the  critici 
difference  between  PIP  and  its  compel 
tors,  LeVine  believes,  is  how  he  treats  h 
franchisees.  Take  one  of  LeVine's  40 
plus  PIP  franchisees,  Sy  and  Millie  Go 
don,  a  couple  owning  a  PIP  location 
Beverly  Hills,  not  far  from  LeVine's  hea 
quarters.  Their  PIP  operation  was  forc( 
to  move  last  fall  because  their  building  w; 
sold.  Finding  a  new  location  in  Bever 
Hills,  with  its  astronomical  rent 
wouldn't  be  easy  for  the  Gordons.  So  L 
Vine  kept  an  eye  out  for  a  prospective  sif 
One  day  while  driving  through  Bever 
Hills  LeVine  spotted  a  new  for  rent  sig) 
He  jotted  down  the  phone  number  aij 
called  to  investigate  the  property.  Tlj 
prospect  looked  good,  so  he  told  the  Gd 
dons  about  it.  They  pursued  the  lease.  La 
er  LeVine  dropped  what  he  was  doing  c 
ten  minutes'  notice  and  dashed  over 
help  close  the  deal. 

"At  times  we're  like  a  parent  to  tl 
franchisee,"  the  casually  clad  LeVine  e 
plains.  His  phone  rings,  interrupting  tl 
thought.  It's  another  desperate  call,  th 
one  from  a  New  York  PIP  operator  co 
fronted  with  a  rent  increase  from  $1,3( 
a  month  to  $5,000.  Yes,  he'll  see  if  he  a 
help.  LeVine  continues:  "Above  a 
these  franchisees  are  our  customers, 
learned  long  ago  that  although  we  c 
make  money  up  front  by  selling  a  fra 
chise,  our  big  income  flows  from  roy£ 
ties  they  pay  us  over  the  years.  I'm  not  i 
peaches  and  cream,  you  know,"  1 
smiles.  "If  a  location  closes,  we'll  lo 
thousands  of  royalty  dollars." 

LeVine  leamed  early  that  there  isn't 
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INTRODUCING 
THECHEVY 
SRACESHUTTIf. 


1981  CHEVY  VAN. 


If  you've  got  a  lot  of  goods  to  move 
back  and  forth,  Chevy's  got  your 
kind  of  space  shuttle. 
CHEVY'S  INNER  SPACE.  The  125" 
wheelbase  Chevy  Van  offers  up  to 
296  cu.  ft.  of  cargo  room.  And  to 
help  you  load  that  cargo,  Chevy  Van 
has  higher  and  v^der  rear  and  side 
door  openings  than  its  nearest  sales 
competitor. 

BIG  PAYLOADS.  Chevy  Vans  come 
in  1/2-  and  34-ton  series  on  110"  and 
125"  wheelbases;  one-ton  on  125" 
wheelbase.  GIO  Chevy  Van  gross 
payload  capacities  go  up  to  2260  lbs. 
The  G20  goes  to  2860  lbs.  The 
G30  to  4206  lbs.  including  cargo, 
equipment  and  passengers. 


MORE  Mll£S  PER  GALLON  FOR  '81. 
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EST, 
HWY. 


EPA 
EST. 
MPG: 


4.Uifer(250Cu.ln)Six 
Remember:  Compare  the  "estimated 
MPG"  to  the  "estimated  MPG"  of 
other  vehicles.  You  may  get  differ- 
ent mileage,  depending  on  how  fast 
you  drive,  weather  conditions,  and 
trip  length.  Actual  highway  mileage 
wiW  probably  be  less  than  the 
estrrnated  highway  fuel  economy. 
X^ower  in  California  where  mileage 
improvement  does  not  apply. 

Chevy  trucks  are  equipped 
with  GM-built  engines  produced 
by  various  divisions.  See  your 
dealer  for  details. 


TOUGH  VAN  FEATURES.  Chevy  Van 
has  a  unitized  body  and  Massive 
Girder  Beam  front  suspension.  Plus  • 
new  anti-corrosion  treatments,  new 
interior  and  new  optional  Electronic 
Spark  Control  5.0  Liter  V8  (not 
avail,  in  Calif.). 

See  the  1981  Chevy  Van  at  your  ' 
Chevy  dealer's  now.  Ask  about 
leasing,  too.  Times  like  these,  why' 
just  drive  a  van  when  you  can  be 
operating  a  space  shuttie?  , 


TRUCKS 


ANIMPORTiUfT 
SnPAHEAD 


IS  YOUR 

COMMUNICATIONS 

SYSTEM 

READY  FOR 

THE  INFORMATION 

CENTURY? 


EUECON^eREfv^gifsiG  COST 


Or  write  our  headquarters: 
12101  Woodcrest  Executive  Drive 
St.  Louis,  Missouri  63141 

GENERAL  DYNAMICS 

Communications  Company 

We'll  make  your 
business  telephones 
pay  dividends. 

MODULAR  EXPANr^AB' . 


Your  business  is  now  entering  the 
Information  Century  where  voice 
telephone  systems  will  carry  facsimile, 
electronic  mall,  real-time  financial 
transactions  and  data  communications. 
General  Dynamics  Communications 
Company  will  help  you  get  ready. 

As  the  nation's  leading  architect 
of  business  telephone  networks  we  ve 
designed  and  installed  responsive. 
fonA/ard-looking  systems  for  some  of 
the  largest  users.  We  will  conduct  a 
comprehensive  survey  and  examine 
every  option.  The  equipment  we 
recommend  will  be  perfectly  matched  to 
the  growing  needs  of  your  tDusiness.  . 

In  high  traffic  environments,  for 
example,  our  System  Century  Infotran' 
digital  branch  exchange  can  handle  peal' 
calling  loads  while  maintaining  special 
services  and  advanced  features  for 
every  user  in  the  network. 

Get  your  company  ready  for  the 
Information  Century.  Talk  to  General 
Dynamics  Communications  Company 

Call  toll  free:  800-821-7700  Ext.  337 

(In  IVIissouri  call  800-892-7655  Ext.  33 
Or  write  our  headquarters: 


The  Up-And-Comers 

ne's  worth  of  difference  between  what 
e  good  printer  can  do  for  you  and  an- 
ler,  except  to  offer  faster  service.  To- 
'i,  instead  of  offering  superior  service 
printing  customers,  he's  offering  it  to 
;  franchisees,  who  are  his  present 
astomers."  They  can  telephone  PIP 
idquarters  to  get  help  on  anything 
m  handling  real  estate  problems  to 
ving  mechanical  difficulties.  That 
Ips  explain  why  among  the  600-plus 
'  franchises,  only  4  or  5  have  failed. 
..e Vine's  first  taste  of  the  printing  busi- 
)S  came  as  a  teenager  during  the  De- 
:ssion.  Learning  the  printer's  trade  in 
;h  school,  LeVine  bought  a  used,  hand- 
press  and  opened  a  part-time  business 
m  his  garage.  "My  big  account  was 
:st  Jefferson  Cleaners,  which  distribut- 
10,000  handbills  a  week.  On  Saturday 
pick  up  the  copy  and  over  the  weekend 
type.  After  school  I'd  print  a  few 
msand  haHdbills  a  day  and,  by  Thurs- 
1,  deliver  all  10,000,"  he  says,  glancing 
lis  mashed  index  finger,  a  reminder  of 
:  hand-fed  press. 

.eVine's  first  big  break  came  during 
;  early  Forties,  when  he  was  working 

a  family-owned  Los  Angeles  print 
)p,  Coast  Stationery.  "After  about  18 
inths  the  father  and  son  had  a  big 
wout,"  LeVine  grins,  "and  the  son 
Iked  out.  I  became  the  outside  sales- 
ji.  That's  when  I  learned  to  deliver 
at  I'd  promised.  That  was  important 
:ause  I  knew  my  customers  could  go 
^where  and  buy  the  same  product. 
'Later  I  found  a  print  shop  for  sale," 
/ine  remembers,  "called  Postal  Press, 
specialized  in  printing  penny  post- 
ds,  a  big  retail  advertising  tool  at  the 
le.  My  older  brother  put  up  $3,000  and 
ight  the  business."  But  after  a  couple 
>^ears  LeVine  grew  unhappy  over  shar- 

the  benefits  of  his  blood,  sweat  and 
rs  with  a  partner  who  was  merely  an 
estor.  "I  loved  my  brother,  but  I  didn't 
nt  to  split  the  rewards,  so  I  bought 
n  out  for  $17,000." 

Vhen  finally  out  on  his  own,  LeVine 
a  lucky  break  almost  immediately.  A 
rtime  radio  salesman  began  promot- 
boxes  of  printed  stationery  for  a  dol- 
a  hot  item  while  16  million  Ameri- 
is  were  in  uniform,  far  from  their  fam- 
s.  LeVine  bid  on  part  of  the  printing, 
uring  an  eighth  of  the  business.  Later 
captured  all  of  it.  The  fad  ran  out  of 
am  by  war's  end,  but  not  before  it  had 
ned  Postal  Press  into  a  fair-sized  co- 
rcial  printing  operation. 
.eVinc  had  to  wait  20  years  for  his 
ct  lucky  break,  when  he  bumped  into 
n  in  196,S  and  subsequently  began 
ling  instant  printing  out  of  his  Los 
geles  commercial  print  shop.  By  early 
)7  there  was  enough  instant  print 
jiness  to  open  Postal  Press'  first  out- 


side instant  print  shop,  and  it  worked  so 
well  LeVine  soon  opened  two  more. 

"Someone  told  me  I  ought  to  sell  fran- 
chises at  a  business  opportunity  show 
coming  up  in  L.A.,"  LeVine  recalls,  "but 
I  said  I  didn't  think  our  idea  was  fran- 
chisable.  He  persuaded  me  to  try  it  any- 
way, and  we  sold  three  franchises  for 
$25,000  apiece,  including  the  equipment 
and  startup  help,  booking  a  paper  profit 
of  $7,000  to  $8,000." 

That  was  in  1968,  another  bit  of  per- 
fect timing  for  LeVine.  In  1968  the  coun- 
try was  swept  up  in  franchising  fever, 
everything  from  fried  chicken  outlets  to 
success  motivation  institutes.  LeVine 
waded  right  into  the  craze  and  came 
back  with  dozens  of  franchisees.  Trouble 
was,  before  long  he  was  up  to  his  neck  in 
debt  and  the  bank  turned  off  the  spigot. 

LeVine's  problem  was  that  although 
PIP  did  book  a  paper  profit  on  sale  of  a 
franchise,  the  cash  flow  from  each  deal 
was  actually  negative.  Even  today,  for 


"J  learned  long  ago  that  al- 
though we  do  make  money  up 
front  by  selling  a  franchise, 
our  big  income  flows  from  roy- 
alties over  the  years." 


instance,  PIP  books  a  paper  profit  of 
$13,000  on  the  sale  of  a  $27,500  fran- 
chise but  the  cash  flow  remains  negative. 
That's  because  PIP  finances  much  of  the 
purchase  price,  and  invests  a  lot  of  time 
helping  the  franchisee  get  off  the  ground. 
All  told,  that's  about  $40,000  in  PIP's 
time  and  money. 

To  ease  the  financial  pinch,  in  1969 
LeVinc  had  a  stockbroker  friend  round 
up  a  group  of  private  investors  who  put 
up  $400,000  working  capital  for  a  20% 
stake  in  the  company.  These  investors 
have  made  out  well — today  holding 
about  $30  in  stock  for  each  $3  invested. 

PIP  went  public  on  Jan.  23,  1973,  just 
before  the  entire  stock  market  sank  into 
a  crushing  bear  market.  "Had  we  tried  to 
go  public  a  week  later,  we  never  would 
have  made  it,"  says  LeVine. 

Despite  the  fortuitous  timing,  PIP  still 
wasn't  over  the  hump.  "Our  initial  prob- 
lem wasn't  selling  franchises,"  LeVine 
explains,  "but  learning  the  franchise  ser- 
vicing business.  Those  first  few  years 
were  a  difficult  learning  experience,  try- 
ing to  gauge  how  much  service  we  could 
offer  for  our  6%-to-8%  royalty  fee."  To- 
day, for  instance,  PIP  spends  a  small  for- 
tune supporting  its  franchisees  with  any- 
thing from  a  national  ad  campaign  to 
house  calls. 

Also,  like  many  greenhorn  franchisers, 
PIP  dealt  out  territories  that  in  retrospect 
were  way  too  large.  "We  had  no  idea  how 
much  instant  printing  business  there 
was  out  there,"  LeVine  recalls,  "so  we 
gave  territories  with  5,000  to  6,000  busi- 


nesses in  the  neighborhood,  3  times 
what  PIP  carves  out  today.  Some  of  those 
early  franchises  were  developed  into  gold 
mines.  But  they  were  the  gamblers  and 
deserve  the  rewards,"  he  adds.  "Today  a 
new  franchisee  has  the  track  record  of 
629  PIP  stores,  so  an  owner  can  project 
how  he  ought  to  do  if  the  store  is  run 
properly." 

Choosing  these  franchisees,  once  the 
paperwork  looks  good,  largely  becomes  a 
matter  of  instinct.  LeVine  devotes  much 
of  his  time  to  personally  screening  pro- 
spective franchisees.  "My  staff  and  I  get 
a  gut  reaction  whether  they  have  the 
drive  to  make  it  work,"  he  says. 

Until  a  few  years  ago  LeVine  knew  all 
of  his  franchisees  by  name,  children  in- 
cluded, and  had  visited  most  of  the  store 
sites.  But  no  more.  "Now  we  have  over 
600  locations,  so  I've  got  to  look  at  a 
chart  to  see  who  number  such-and-such 
is,"  he  explains.  "This  had  helped  me 
convince  myself  that  the  business  no 
longer  can  be  run  by  one  person.  I  can 
drop  dead  and  PIP  would  continue  to  be 
very  successful.  We've  got  six  vice  presi- 
dents, three  of  whom  could  replace  me 
tomorrow." 

PIP  is  in  pretty  good  shape  these  days. 
Last  year  it  handled  new  franchises  ($2.4 
million  in  financing)  out  of  its  $4.2  mil- 
lion cash  flow.  Finding  franchisees  has 
become  so  simple  that  the  company 
spends  only  $50,000  in  advertising  for 
new  owners.  Most  are  referrals  from  cur- 
rent franchisees. 

At  60,  LeVine  says  he  is  looking  for- 
ward to  retiring  from  the  day-to-day 
business  by  65.  He  might  even  sell  some 
of  the  family's  45%  holding  in  PIPs. 
"PIP'S  float  is  only  600,000  shares,"  Le- 
Vine notes,  "so  I  might  make  a  second- 
ary offering  to  push  more  stock  out  in 
the  market  and  help  our  trading."  What 
about  selling  the  company?  Casting  a 
glance  over  at  his  red-white-and-blue 
pushpin  franchise  map,  LeVine  answers 
matter-of-factly,  "I  think  if  the  right 
company  came  along  and  if  it  were  com- 
patible and  wouldn't  bleed  PIP,  I'd  be 
interested." 

Looking  back,  LeVine  credits  guts,  not 
genius,  as  the  linchpin  of  his  success. 
"Most  successful  entrepreneurs  aren't 
geniuses,"  he  smiles.  "They  are  people 
who  saw  opportunity  and  jumped  in 
with  both  feet."  LeVine  spied  opportuni- 
ty in  his  garage  as  a  teenager,  and  kept 
looking  for  it  until  the  day  he  visited 
John,  owner  of  the  Itek  camera. 

Oh  yes,  John.  Does  John  know  that 
what  he  showed  Bill  LeVine  that  day  on 
Seventh  Avenue  spawned  a  fortune  for 
his  old  high  school  classmate?  "I  don't 
know,"  LeVine  smiles.  "I  wrote  John  a 
couple  of  times,  but  never  heard  from 
him.  He's  not  in  the  dress  business  any- 
more. I  don't  know  where  he  is.  We  sort 
of  lost  touch."  John,  wherever  you  are. 
Bill  LeVine  owes  you  one.  ■ 
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Everybody's  selling  oil  stocks,  so  it  might  be 
time  to  buy  And  Gulf  Oil  seems  to  be  emerg- 
ing from  years  of  long-term  problems. 

Through  a  cloud 
brightly 


By  Howard  Rudnitsky 

How  CAN  YOU  GET  EXCITED  aboUt 
an  international  oil  company 
that  barely  managed  to  increase 
earnings  last  year,  when  many  of  its 
competitors  posted  30%  gains? 

The  lumbering  giant  is  Gulf  Oil,  which 
probably  earned  $7  a  share  in  1980,  up 
less  than  5%  from  1979.  The  Pittsburgh- 
based  company's  progress  since  1974  has 
been  less  than  awe-inspiring.  Profits  are 
barely  40%  higher  today  than  they  were 
when  oil  sold  for  under  $10  a  barrel. 

Not  surprisingly.  Gulf  hasn't  been  a 
stellar  stock  market  performer.  Ten 
years  ago  its  shares  traded  in  the  low  30s. 
Today,  shares  run  in  the  low  40s.  With 
inflation,  investors  actually  lost  money. 
Today,  in  fact.  Gulf  stock  sells  for  a  17% 
discount  from  book  value  at  a  time  when 
Exxon  and  Mobil  command  a  30%  pre- 
mium. Clearly,  Wall  Street  is  skeptical 
about  Gulf's  prospects.  Is  this  pessimism 
based  too  much  on  the  past? 

Bruce  Lazier,  an  analyst  at  Paine  Web- 
ber Mitchell  Hutchins,  crisply  ticks  off 
the  negatives:  "It  suffers  from  a  sizable 
price  disadvantage.  Gulf  has  lost  most  of 
its  Kuwaiti  and  Iranian  crude,  and  the 
company  is  not  an  Aramco  partner.  The 
alternative  is  to  buy  the  high-price  spread 
from  Nigeria  and  others. "  So,  he  explains, 
when  demand  weakens — as  it  did  in  last 
year's  third  quarter — Gulf's  margins  get 
hit  harder  than  competitors'. 

To  make  things  worse.  Gulf's  refiner- 
ies have  only  limited  capacity  to  process 
high-sulfur  crude.  "Even  an  independent 
like  Amerada-Hess  can  do  that,"  says 
Lazier.  "Gulf  didn't  foresee  the  need  and, 
when  they  did,  they  couldn't  afford  the 
equipment  at  the  time  because  their  cash 
flow  was  low."  Other  weaknesses  in- 
clude a  somewhat  lower-margined  prod- 
uct mix,  cyclical  commodity-chemicals 
operations  and  a  lousy  uranium  business, 
which  last  year  lost  over  $100  million  as 
a  result  of  low  fixed-cost  contracts. 
Finally,  Gulf  is  stuck  for  nearly  six 


more  years  with  a  disastrously  low  fixed- 
price  natural  gas  contract.  In  the  mid- 
Sixties,  it  agreed  to  sell  4.4  trillion  cubic 
feet  of  gas  to  Texas  Eastern  Transmis- 
sion Co.  for  21  cents  per  thousand  cubic 
feet.  This  one  contract  accounts  for 
roughly  35%  of  Gulf's  total  domestic  gas 
sales,  and  today  similar  deals  are  made  at 
prices  10  to  15  times  higher — with  esca- 
lator clauses.  As  one  oil  broker  says, 
"The  guy  who  got  them  into  that  deal  is 


long  gone,  but  the  costs  Gulf  has  had  to 
bear  linger  on." 

Despite  all  that,  even  Lazier  thinks 
Gulf's  prospects  are  brightening.  Ironical- 
ly, the  eventual  termination  of  that  costly 
natural  gas  contract  will  give  Gulf's  earn- 
ings a  major  boost.  "In  the  past  they 
couldn't  supply  enough  of  their  own  gas, 
so  they  had  to  go  out  and  buy  new  leases 
at  high  prices,"  says  John  Ryan  of  Hous- 
ton's Rotan-Mosle.  "That's  behind  them 
now,  and  any  new  production  they  bring 
on  stream  already  goes  for  about  $2.75." 
Some  analysts  think  there  could  be  over 
500  billion  cubic  feet  of  gas  reserves  re- 
maining in  Gulf's  Anadarko  fields — and 
Gulf  and  Texas  Eastern  may  renegotiate 
their  relationship  before  1986.  "Who 
wants  his  price  to  jump  from  21  cents  to 
$4  overnight?"  asks  Ryan. 


The  Streetwalker 


The  demise  of  another  long-term  pro 
lem — those  low,  fixed-cost  uranium  co 
tracts — will  also  help  earnings.  Why?  Gi 
has  made  more  than  75%  of  its  requin 
deliveries,  and  over  the  next  two  years  i 
uranium  losses  should  fall  sharply. 

A  final  historical  weakness  could  b 
come  a  plus,  too.  Gulf  suffers  because 
lacks  the  "Aramco  advantage"  and 
must  pay  more  for  foreign  crude  thj 
Exxon,  Mobil,  SoCal  or  Texaco.  But 
U.S.  oil  and  gas  are  gradually  deco 
trolled.  Gulf's  sizable  domestic  reserv 
will  be  transformed  from  a  profit  drag 
a  key  source  for  rising  profits. 

While  Gulf  gets  54%  of  its  oil  from  tl 
U.S. — only  slightly  more  than  its  int« 
national  competitors — "relative  to  i 
low  market  capitalization,  the  compai 
is  one  of  the  most  leveraged  beneficiari 
of  rising  prices  for  U.S.  crude,  natural  g 
and  refined  products,"  says  John  Shaug 
nessy  of  Oppenheimer  &i  Co.  He  forese 
strong  additional  earnings  gains  of  abo< 
$3  per  share  by  1982,  with  domestic  e| 
ploration  and  production  providing  tl 
major  impetus. 

There's  plenty  of  promising  acreag 
Gulf  is  well  positioned  in  the  Gulf  of  Me> 
CO  and  the  Rocky  Mountain  Overthrui 
Belt.  Moreover,  its  60% -owned  Gulf  Ca 
ada  subsidiary  is  among  the  leaders 
exploring  Newfoundland's  promising  H 
hernia  field.  Even  if  controversial  Canafl 
an  government  policy  caused  Gulf  to  sp 
off  some  of  its  Canadian  holdings,  the  U. 
parent  would  be  a  clear  winner;  At  toda) 
market  value,  it  could  sell  half  its  Gi 
Canada  stock  for  as  much  as  $2  billion  ai 
still  retain  a  30%  claim  on  the  companj 
handsome  prospects. 

Many  of  Gulf's  old  problems,  of  cours 
stemmed  from  lackluster  managemeij 
Now,  though  critics  still  rank  the  coi^ 
pany  well  below  such  industry  stars 
Exxon,  SoCal  and  Mobil,  Jerry  McAfj 
and  his  five-year-old  team  get  decej 
marks.  At  the  same  time,  the  balan< 
sheet  has  improved  significantly.  Til 
company  has  some  $9.6  billion  in  equil 
and  only  $1.5  billion  in  long-term  deli 
while  its  annual  cash  flow  now  exceej 
$3  billion  and  should  soon  approach  9 
billion.  That  will  help  finance  a  good  ij 
of  Gulf's  ambitious  $20  billion,  five-ye 
capital  spending  program  internally. 

The  bottom  line  for  investors  is  thi 
International  oil  stocks  should  probabl 
be  a  part  of  every  diversified  portfoli 
Recent  profit-taking  in  the  group  mi 
offer  a  buying  opportunity — and  th 
time  could  include  Gulf,  which  not  on 
sports  a  sizable  discount  from  book  vah 
and  higher  dividend  yield  than  most 
its  competitors,  but  also  is  improving  i 
fundamental  position.  As  Ryan  co 
eludes:  "She  may  not  be  the  belle  of  tl 
ball,  but  I  think  she  can  deliver."  ■ 
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Built  with 
today's  technology 
from  the  ground  up. 

Canadair  Challenger  and  the  new, 
extended  Challenger  E  are  the  first 
long-range  business  jets  designed  from 
scratch  to  take  advantage  of  recent 
advances  in  aviation  technology. 

The  state  of  the  art  now  includes  a 
high-lift,  low-drag  wing  with  increased 
fuel  capacity;  quiet,  fiael-efFicient,  high- 
bypass  turbofan  engines;  lightweight 
composite  materials.  The  result  is  a 
more  efficient  aircraft. 

A  fresh  look  at  the  business  jet  also 
gave  Challengers  the  first  wide-body 
cabin  in  the  field.  With  stand-up,  walk- 
around  room  and  plenty  of  space  for  a 
complete  galley,  baggage,  and  crew 
accommodations  on  the  longest  flights. 

Compare  Challenger  innovation 
with  competitors'  designs  rooted  in  the 
'60s.  For  more  information,  call  James 
B.  Taylor,  President  of  Canadair  Inc.,  at 
(203)  226-1581.  Or  write  Canadair  Inc. , 
Dept  DB20,  274  Riverside  Avenue, 
Westport  CT  06880. 


The  all-new  business  jets, 

canadair 


IBM's  just  down  the  roa 


When  Joy  Manufacturing  Company  ordered  its 
first  IBM  8100  Information  System,  management  had 
to  be  sure  it  was  reliable  enough  to  stand  alone  wher- 
ever it  wiis  located.  And  they  wanted  the  added  assur- 
ance of  IBM  support  close  by. 

With  a  reputation  for  getting  parts  out  fast,  24 
hours  a  day,  Joy  selected  the  8100  to  help  keep  a  tight 
control  on  replacement  parts  for  its  line  of  rugged 
mining  equipment. 

That  truck  nosing  through  Greasy  Creek  in  Appa- 


lachian coal  country  is  a  good  example  of  Joy  in  actior 
It  was  sent  from  the  Joy  warehouse  in  Norton,  Vii 
ginia,  w^here  an  8100  tracks  parts  availability  to  fi 
orders  for  mines  fi'om  miles  around.  The  8100  is  so  eas, 
to  use  that  local  Joy  people  —  some  with  no  data  pn 
cessing  experience  —  quickly  mastered  it,  both  for  fil 
ing  orders  and  feeding  inventory  and  accounting  dat 
to  the  headquarters  computer  in  Meadow  Lands,  Pa. 

The  8100  proved  an  ideal  distributed  system  an 
is  used  at  Joy  warehouses  such  as  those  in  Pinevilk 


en  where  there  isn't  any. 


Va.,  and  Mt.  Vernon,  111.,  with  more  to  come. 
Dave  DeCarlo,  general  manager  of  Joy's  parts  dis- 
)ution  center,  puts  it  this  way:  "Many  computer 
ipanies  called  on  us  when  we  began  looking  for  a 
:ributed  system.  After  they  learned  where  our  loca- 
ls were  and  our  emphasis  on  service,  some  never 


called  on  us  again.  IBM  already  had  customer  engi- 
neers just  a  few  miles  from  even  our  most  distant  ware- 
houses. We  haven't  had  to  call  on  them  often,  but 
they've  come  through  when  we  needed  them,  which 
helps  us  deliver  when  our  customers  need  us." 
And  that  brings  Joy  to  a  lot  of  people. 


he  way  we  put  it  all  together  is  what  sets  us  apart.  =  ==?  =  t  =® 

Data  Processing  Division 


FR€€  €NT€RPmS€.  IT  BCGRN  H€R€. 
IT  COULD  ALSO  €ND  H€R€. 


^es  a  powerful  argument  for  protecting  the 
■  auto  industry.  The  alternative?  Losing  it, 
s  this  thoughtful  expert. 


It's  later  than 
we  think 


As  I  See  It 


:ssor  William  ).  Abernathy  of  Har- 
Business  School  is  no  mere  theore- 
1.  An  electrical  engineer  and  former 
ct  manager  for  such  companies  as 
ont  and  General  Dynamics,  he  was 
k  by  the  fact  that  few  high-technol- 
:ompanies  can  mass-produce  while 
mass-production  companies  are 
at  innovation.  He  pursues  these 
in  his  book  I  he  I'roduclivity  Dileni- 
Johns  Hopkins  University  Press, 
).  He  argues  that  Detroit's  proficien- 
w  mass  production  has  inhibited 
ict  innovation.  Interviewed  by 
ES  Contributing  Editor  Norman 
he  makes  two  striking  points:  1) 
eed  tariffs  or  quotas  to  protect  U.S. 
icers  from  the  Japanese;  2)  U.S. 
jfacturers  need  a  "cultural  revolu- 
'  in  worker-management  relations. 


By  Norman  Gall 

'BBS:  Professor,  you'ue  argued  in  con- 
onal  testimony  that  the  potential  for 
ese  expansion  into  the  U.S.  automobile 
it  is  l  irtnally  unlimited  and  that,  if 
It  trends  continue,  only  a  small  num- 

cars  sold  in  the  (  '  S.  ivill  he  built  in  the 
V  American  firms.  Is  it  that  bad'' 
mathy:  The  basic  fact  is  that  the 
lese  seem  to  have  a  tremendous  cost 
itage.  We've  known  for  some  time 
their  wages  are  roughly  half  of  ours 
le  automobile  industry.  So  if  you 
ne  that  there  are  roughly  100  hours 

that's  $800.  But  in  addition  there's 
;e  productivity  advantage,  which  is 
ist  equal  to  that  of  low  wages,  which 

the  Japanese  firms  a  landed  cost 
itage  between  $1,200  and  $1,800. 
's  a  tough  advantage  to  beat.  You 
;ry  to  compete  in  terms  of  product 
ty  and  product  performance  in  all 
ent  ways,  but  when  your  competi- 
as  a  $1,200  cost  advantage,  sooner 
ter  he's  going  to  take  the  market 
:  away.  That's  what  they've  been 
I.  Until  we  can  overcome  that  cost 


gap,  there's  very  little  Detroit  can  do. 

Wage  considerations  aside,  what  is  the 
Japanese  adi  •aniage}' 

That  was  a  big  surprise  to  me,  to  find 
out  that  It's  not  automation.  We  tend  to 
hear  that  Japanese  factories  are  so  auto- 
mated that  there  are  no  people  involved 
in  making  cars  there  anymore.  Indeed, 
some  of  their  plants  are  reasonably  auto- 
mated, but  they  compare  with  the  most 
modern  U.S  plants  in  many  respects.  But 
even  in  those  cases  in  which  the  automa- 
tion levels  compare,  there  is  still  a  pro- 
ductivity gap,  so  far  as  wc  can  determine. 
What  this  means  is  that  they  have  devel- 
oped a  "people"  approach  to  the  manu- 
facturing of  cars.  Their  productivity  ad- 
vantage comes  from  a  multitude  of  fac- 
tors, but  mainly  from  the  fact  that  they 
have  a  work  force  that's  turned  on,  will- 
ing to  work  and  is  excited  about  making 
cars.  Whereas  our  work  force,  because  of 
the  long  adversarial  history  we've  had, 
has  been  hostile  to  management  and 
managers  have  been  hostile  to  the  work 
force.  We  have  a  different  basic  produc- 
tivity position  in  this  country,  and  it's 
because  of  a  lot  of  minutia.  It's  not  the 
sort  of  thing  that  can  be  corrected  by 
investment  policy,  by  a  higher  rate  of 
savings.  It's  going  to  have  to  be  fixed  by 
management  and  labor  together.  And 
that's  a  tough  and  long  problem,  to  cor- 
rect this  relationship  between  the  man- 
agement and  labor. 

So,  all  this  talk  about  reindustrialization 
is  jmt  sloganeering.  It  misses  the  whole 
point.  What  is  the  point i'  Where  does  man 
agement  begin  i' 

They  have  begun.  GM  has  begun  with 
probably  12  or  more  experiments  of  dif- 
ferent ways  of  trying  to  involve  the  work 
force.  In  one  case  they  may  use  what  the 
Japanese  call  "quality  circles,"  or  some- 
thing like  that.  A  group  of  workers  with- 
in the  plant  are  designated  responsibility 
for  quality  of  the  product  and  they  make 
suggestions  and  call  on  engineers  to  help 
them.  But  they're  sort  of  in  charge.  Ford, 


for  the  first  time,  has  put  in  a  switch 
where  the  worker  can  stop  the  assembly 
line.  It's  impossible  to  say  the  worker's 
responsible  for  quality  if  he  can't  stop 
that  damned  assembly  line.  The  manage- 
ment can  now  say:  You're  responsible  for 
quality,  because  you've  got  control  of  the 
machine.  So  that's  definitely  an  impor- 
tant first  step. 

Chrysler  is  working  on  the  problem 
too,  and  that's  a  big  step,  but  the  big 
problem  for  all  of  them  is  that  it's  very 
hard  to  retrain  middle  management.  GM 
must  have  20,000.  How  do  you  retrain 
those  middle  managers,  cause  them  to 
think  differently;  Progress  is  being  made 
rapidly  I  think,  particularly  at  General 
Motors.  They've  got  some  very  innova- 
tive programs.  They've  made  a  lot  of 
progress. 

But  to  transfer  those  to  all  of  their 
plants  and  all  their  products  is  going  to 
be  a  tough,  long  pull.  If  you  want  to  give 
the  U.S.  firms  time  to  continue  their 
experiments  and  learn  how  to  manage 
better,  which  we  need  not  only  in  the 
automobile  industry  but  in  other  indus- 
tries too,  then  we  may  have  to  provide 
some  sort  of  protective  umbrella. 

A  tariff.  Or  (juotas.  Speaking  of  the  protec- 
tive umbrella,  the  U.S.  built  its  automobile 
industiy  in  the  first  quarter  of  the  2()th  cen- 
tun',  behind  a  />rotectife  tariff  of  45%.  Ilenr\' 
I'ord  built  the  .Model  7  behind  this  protective 
tariff.  Do  you  think  that  the  U.S.  needs  a 
tariff  again.^ 

I think  that  story  is  probably  replicat- 
ed in  Japan.  U.S  firms  were  domi- 
nant in  Japan  and  Japan  twice  forced 
U.S.  manufacturers  out.  They  had  a 
dominant  market  pi)sition.  Once  prior  to 
World  War  II  and  once  after  World  War  D. 
So  there  were  two  policy  interventions 
in  Japan  that  clearly  amounted  to  protec- 
tionism. They  forcibly  required  U.S. 
firms  to  withdraw  from  the  Japanese 
market.  I  think  the  same  argument  could 
be  made  about  protectionism  in  Ger- 
many, our  other  major  competitor. 

Yes,  I  think  we  probably  need  some 
form  of  either  tariff  or  quotas.  Those  are 
two  different  mechanisms.  Temporarily, 
for  a  short  time.  Not  permanently,  but  on 
a  temporary  basis. 

Well,  temporary  measures  in  this  set  of 
circumstances  tend  to  become  permanent, 
don  't  thcy.^ 

That's  the  reason  I  think  I  may  prefer 
quotas  over  a  tariff,  simply  because  it 
leaves  the  cost  pressure  on  the  industry 
for  at  least  some  segments  of  the  market. 

I  think  the  free  trade  idea  is  a  very 
important  one  but  it  rests  on  very  slen- 
der threads  of  proof.  We  came  out  of 
World  War  II  in  a  dominant  position 
worldwide.  Our  technology  w;!s  domi- 
nant, our  money  was  dominant,  we  con- 
trolled the  world  essentially,  coming  out 
of  World  War  II,  except  for  Russia.  Dur- 
ing that  period  of  time  we  enjoyed  free 
trade  and  benefited  from  it,  as  consumer 
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products  came  in,  but  there's  not  a  great 
deal  of  empirical  evidence  that  free  trade 
must  be  completely  followed  in  a  very 
careful  and  exact  manner.  We've  grown 
up  with  an  ideology  where  everyone 
thinks  that  free  trade  is  that  important, 
but  it's  not  at  all  clear  that  we've  looked 
at  all  the  proof. 

Whal  vou  seem  to  he  indicating  is  that 
we're  nioiing  toward  a  kind  of  cartelized 
international  aiAtomohile  industry  with 
market  shares  very  carefully  parceled  out 

Yes,  there's  more  pressure  for  that 
coming  from  Europe,  I  think,  as  the  Japa- 
nese industry  has  penetrated  the  Ger- 
man market,  9%,  which  is  a  faster  pene- 
tration rate  than  the  Japanese  are  mak- 
ing in  the  U.S.  The  Germans  are 
concerned.  The  Italians  are  concerned. 
Given  the  political  unrest  in  Italy,  there's 
probably  no  way  they  could  develop  a 
work  force  as  productive  as  the  Japanese. 

We're  going  to  need  more  orderly 
marketing  agreements,  which 
you  would  call  a  cartelized  auto- 
mobile industry.  It's  a  basic  employment 
problem.  We  have  a  million  people  in 
this  industry.  What  are  we  going  to  do 
with  them  if  they're  not  employed  mak- 
ing autos?  It  seems  to  me 
there's  no  industry  large  enough 
to  absorb  them. 

Have  the  Japanese  been  more 
innovative  than  we?  Are  you  pat- 
ting too  much  emphasis  on  cost 
advantagesf' 

No.  They've  been  not  a  major 
innovator  but  a  consummator 
of,  and  a  refiner  of,  existing 
technology.  They've  done  a  bril- 
liant job  of  it,  along  with  minor 
incremental  innovations. 

Jiut  there  has  been  a  perception 
that  really  top  innovative  talent 
has  been  drained  out  of  the  auto- 
mobile industty  in  recent  decades. 
Would  you  agree  icith  that? 

No,  not  yet.  There  is  a  lot  more  can-do 
talent  in  the  automobile  industry  still  left 
than  there  is  in  other  industries.  They've 
lacked  some  of  the  new  blood  they  need, 
but  I  still  think  their  engineering  and 
technical  talent  is  basically  there,  though 
it  certainly  needs  the  rejuvenation  of 
adding  new  people. 

What  made  the  U.S  auto  itidustiy  the  most 
efficient  in  the  world  for  so  long? 

The  U.S.,  I  think,  has  tolerated  more 
standardization  than  any  other  country 
in  the  world.  It's  part  of  our  culture,  I 
think,  to  accept  standardization.  From 
the  very  beginning,  the  U.S.  mass-pro- 
duced steel  of  a  lower  quality  than  Brit- 
ain produced.  And  not  only  steel.  Instead 
of  finely  scrolled  hand-work  guns,  we 
mass-produced — Eli  Whitney  produced — 
guns  of  a  common  design.  Americans 
have  accepted  standardization  over 
uniqueness  in  order  to  realize  the  cost 
efficiency  that  came  out  of  that.  So  we 
are  a  nation,  I  think,  that  hasn't  demand- 


ed performance  quality.  I  think  that  was 
a  mold  that  the  automobile  industry  was 
formed  in:  Henry  Ford's  motto,  "People 
can  have  the  Model  T  in  any  color — so 
long  as  it's  black."  What  Detroit  used  to 
do  is  build  all  models  out  of  the  same 
production  base.  It  took  a  common  line 
of  engines,  bodies  and  trim.  It  mixed  and 
matched  them  and  created  300  models 
out  of  a  fairly  small  and  efficient  produc- 
tion base.  Pt)und  for  pound,  we  had  the 
cheapest  cars  in  the  world.  There  was  a 
lot  of  model  proliferation,  but  it  was  su- 
perficial. What  GM  learned  to  do  so  well 
was  to  take  a  standardized  set  of  engines 
and  bodies — three  basic  bodies  and  five 
or  six  engine  types — and  make  100  mod- 
els from  them. 

So  I  think,  really,  we  did  benefit  from 
cost  differentials,  and  I  think  these  bene- 
fits were  passed  on  to  the  consumer.  In 
the  Sixties,  if  you  were  to  compare  the 
cost  of  U.S.  cars  to  European  cars,  it  was 
probably  close  to  half  the  price  of  an 
equivalent  car. 

Hut  that  period  is  pa'it.  What  do  y(M  think 
the  I  '.S.  government  should  do  now!' 

One  thing  that's  important,  I  think,  is 
to  get  rid  of  the  adversary  role.  Govern- 


J^rofessor  William  J  Aheniathy 
Calling  for  a  "cultural  revolution." 


was  that  you  shouldn't  bail  out  a  fi 
that  has  become  so  weak  that  it  ca 
help  Itself.  Now  I  think  that's  diffen 
from  saying  the  government  should 
some  sense  support  Ford  and  GM  bef 
they  get  st)  weak.  That  issue  is  diffen 
from  bailing  out  Chrysler,  I  think.  1 
idea  of  putting  in  money  in  a  posit 
sense,  in  a  developmental  sense,  is  mv 
more  appealing  than  waiting  till  the  fi 
gets  in  such  bad  shape,  as  Chrysler  dii 
Do  you  think  it  is  politically  feasible, 
this  country,  fi>r  the  American  automcA 
industry  to  regard  the  U.S.  government  as 
friend.^ 

It's  going  to  take  time.  I  don't  th: 
we  can  solve  our  problems  ui 
we're  able  to  get  over  our  penchi 
for  adversarial  relationships,  for  confl' 
I  don't  think  industrial  revitalization  1 
much  to  do  with  investment — it  has 
do  with  people.  People  problems.  We 
talking  about  a  cultural  revolution  ini 
dustrial  practice.  That's  where  I  thin 
disagree  most  strongly  with  the  Repul 
can  Administration,  which  seems 
think  that  all  of  the  problems  would| 
solved  once  we  get  the  investment  rig 
It  just  isn't  true.  , 
The  more  you  know  ab 
manufacturing  and  compan 
and  operations,  the  more  t 
know  that.  I  was  just  lookinj 
a  McKinsey  report  of  the  bj 
managed  corporations  and  t| 
had  a  list  of  some  things  t) 
these  companies  had  in  cd 
mon.  The  conclusion  that  a 
sistently  came  out  was  that 
not  only  an  investment  probi 
which  the  nation  faces,  but 
need  to  deal  with  people, 
work  force,  so  that  they  feel 
need  to  compete.  So  that  t 
get  some  excitement  out  of 
process  of  competition.  / 
then  we  can  achieve  whi 


ment  used  the  auto  industry  as  a  whip- 
ping boy,  blaming  it,  for  example,  for 
producing  large  cars  when  it  shouldn't 
have.  A  lot  of  those  signals  actually  came 
from  the  government  itself,  in  terms  of 
the  gasoline  price,  keeping  our  gas  prices 
lower  than  world  prices.  So  a  lot  of  the 
signals  have  come  out  of  the  government 
and  I  think  a  lessening  of  the  adversarial 
role  will  be  a  big  help  in  itself,  because  it 
has  distracted  entirely  too  much  of  De- 
troit's attention  to  play  the  government 
game,  as  opposed  to  playing  the  competi- 
tive game.  I  think  an  industry  gets  into  a 
position  where  it  begins  to  play  against 
the  regulations  rather  than  playing 
against  the  market,  and  that  was  actually 
happening  in  the  Seventies. 

The  amount  of  bail  out  money  that  the 
French  goveniment  has  put  into  Renault, 
and  the  German  goveniment  hcts  put  into 
Volkswagen,  makes  this  agonizing  over  the 
Chiysler  bail-out  look  cheap,  doesn  't  it? 

I  think  the  argument  against  Chrysler 


think  the  Japanese  do.  They  are  prou' 
their  products.  They  want  them  to  be 
best.  When  we  learn  that,  that's  wh 
think  industrial  revitalization  is. 

Are  you  hopeful? 

I'll  answer  this  way:  The  thing 
struck  me  as  most  exciting  was  whi 
went  to  England  and  talked  with 
workers  and  management  there.  The- 
been  hindered  in  this  process  by  the  c 
problem,  which  the  work  force 
ceived.  They  perceived  the  old  mas 
servant  relationship  and  under  en 
economic    crises,    British    labor  s 
"Screw  them.  They're  the  upper  cl 
they're  the  aristocracy.  Why  should 
to  bat  for  them?"  In  this  country,  at  I' 
in  the  auto  industry,  I've  seen  instai 
where  workers  have  said,  "Let's  get 
gether  and  do  something  about  it."  - 
that's  what  the  United  Auto  Workers 
saying  now.  Let's  get  together  and  sc 
some  of  these  problems. 

Yes,  I'm  hopeful.  ■ 
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Vhy  St.  Regis  rolled  thousands  of  dollars  worth  of 
i/Vaterford  crystal  down  this  90-meter  ski  jump. 


The  90-meter  ski  jump  at  Steamboat 
Drings,  Colorado  is  19  stories  off  the 
"ound.  It  makes  your  knees  weak  just 

stand  at  the  top,  let 
one  even  consider 
)ing  down  it  on  skis, 
nd  yet,  we  sent  thou- 
inds  of  dollars  worth 
'  Waterford®  crystal 
liling  off  the  jump 
otected  only  by 

:.  Regis  paper  packag-  iUiiitiituuatiUii 
g.  And  by  the  time  it  was  airborne, 
e  package  was  going  60  miles  per 
)ur. 

Each  crystal  goblet  in  the  container 
as  protected  by  a  unique  St.  Regis 
ickaging  product  called  Corro-Seal. 
's  a  self  sealing  corrugated  material 
at  forms  a  cushion,  and  makes  a  sim- 
e  package  that  you  can  even  send 
rough  the  mail.  Then,  we  put  each 


individually  wrapped  goblet  into  a 
St.  Regis  Bulkpak  that's  normally  used 
for  heavy  loose  material  like  plastic  pel- 
lets. This  container 
can  take  a  stacking 
weight  of  over  2,000 
lbs. ,  because  it's  made 
from  double-walled 
corrugated. 

What  did  we  find  at 
the  bottom  of  the  hill? 
Thousands  of  dollars 
worth  of  broken  glass?  No,  we  opened 
the  container  and  joined  the  close  to  100 
spectators  in  toasting  St.  Regis'  packag- 
ing expertise. 

But  Corro-Seal  and  Bulkpaks  are 
just  two  examples  of  why  St.  Regis  is  a 
leader  in  packaging  technology. 

All  this  reflects  the  marketing  stance 
of  St.  Regis  toward  all  our  packaging, 
paper,  lumber  and  construction  products. 


To  use  the  full  weight  of  our  technology 
in  serving  our  markets  and  in  renewing 
the  forest  resource  our  products  come 
from. 


St.  Regis— serving  Man  and  Nature. 
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Hispanics  in  the  United  States  number 
18  million  or  more,  1  in  12  of  all  Ameri- 
cans. In  some  communities  they  are 
the  majority. 

Yet  these  numbers  have  not  trans- 
lated into  proportionate  civic  and 
community  participation.  The  result  is 
inequity  in  job  opportunities,  educa- 
tion, fair  treatment  under  the  law  and 
sharing  of  public  funds. 

This  deprives  the  individuals  of 
their  full  measure  of  freedom  and  the 
comm.unities  of  their  fullness  of  life. 

Gannett  newspapers  and  broad- 
cast stations  are  working  hard  to  do 
something  about  that. 

The  Nevada  State  Journal  and 
Reno  Evening  Gazette  described 
abuses  in  jobs,  education  and  housing 
suffered  by  Northern  Nevada's  large 


but  largely  ignored  Hispanic  popula- 
tion. By  focusing  on  the  struggles  of 
individual  Hispanics  pursuing  their 
American  dream,  the  series  of  articles 
clarified  needed  community  remedies. 

An  El  Paso  Times  series  offered 
readers  a  close  inspection  of  the  prob- 
lems Mexican-Americans  face  in  their 
daily  lives  within  the  unique  border 
community. 

KBTV  in  Denver  scheduled  public- 
service  spot  announcements  in  all 
parts  of  its  broadcast  day,  urging 
Hispanics  to  cooperate  fully  mth  the 
1980  census.  Hispanics  make  up  an 
estimated  one-fourth  of  the  Colorado 
population. 

In  San  Bernardino,  California,  The 
Sun  opened  a  news  bureau  in  the  heart 
of  the  Hispanic  and  Black  West  Side. 
A  vibrant,  active  community  is  now 
better  known  to  all  area  residents.  The 
Sun  also  added  a  columnist  who  writes 
exclusively  about  Hispanic  political 
activities. 

KPNX-TV  in  Phoenix  airs  a  weekly 
public-affairs  program  concentrating  on 
Hispanic  needs  and  events. 

To  better  serve  the  entire  commu- 
nity, the  Tucson  Citizen  in  Arizona 
offers  free  Spanish  lessons  to  every 
staff  member. 

And  Gannett  and  Michigan  State 
University  have  launched  a  large-scale 


study  of  communication  behavior  and 
attitudes  of  Hispanic -Americans.  The 
study  will  help  newspaper  and  broad- 
cast professionals  serve  the  audience 
according  to  its  needs  and  preferences. 

In  these  ways  and  others,  Gannett 
members  strive  to  serve  all  segments 
of  their  communities,  each  according  to 
its  own  special  needs. 

At  Gannett,  we  have  a  commit- 
ment to  freedom  in  ever\'  business  we 
are  in,  whether  it  is  newspaper,  TV, 
radio,  outdoor  advertising,  film  produc- 
tion, magazine  or  public  opinion 
research. 

That  freedom  rings  throughout 
Gannett,  from  Tucson  to  Tarrytown, 
from  Salinas  to  Santa  Fe,  from  Visalia 
to  the  Virgin  Islands,  in  news  coverage, 
in  editorial  opinions,  in  communitv'  ser- 
vice, each  member  serving  its  own 
audience  in  its  own  way. 

For  more  information,  write: 
Gannett,  Lincoln  Tower,  Rochester, 
N.  Y.  14604.  Or  caU  (716)  546-8600. 


GANNETT 

A  WORLD  OF  DIFFERENT  VOICES 
WHERE  FREEDOM  SPEAKS 


Though  my  bottom  line  is  black,  I  am  flat  upon  my  back, 
My  cash  flows  out  and  customers  pay  slow. 
The  growth  of  my  receivables  is  almost  unbelievable; 

The  result  is  certain — unremitting  woe! 
And  I  hear  the  banker  utter  an  ominous  low  mutter, 

''Watch  cash  flow. " 

— Herbert  S.  Bailey  Jr.,  with  apologies  to  Edgar  Allan  Poe's  "The  Raven" 


Are  more  Chryslers 
in  the  offing? 


By  Richard  Greene 


PV  e're  probably  coming  to  an  end  of  what  could  be 
called  "The  Time  of  the  Bottom  Line."  For  a  long 
■  time  now  most  corporate  attention  has  been  focused 
;he  profit-and-loss  statement,  on  earnings  per  share.  But  a 
ipany  can  show  very  nice  earnings  per  share  and  still  go 
krupt.  Penn  Central  is  only  one  example.  Chrysler  Corp. 
wed  a  huge  profit  in  1976.  A  mask  of  profitability  can  easily 
uperimposed  upon  a  mess  of  insolvency, 
^hen  the  truth  is  suddenly  forced  on  the  public — as  it  was 
b  W.T.  Grant,  Penn  Central  and  Chrysler — investors  natu- 

ask:  Why  couldn't  we  see  this  coming  before  it  was  upon 
With  all  the  facts  and  figures  chumed  out  by  these  compa- 

where  was  the  truth? 
he  answer  is  that  it  was 
:e  all  along,  in  the  form  of 
1  flow  information,  but 
!e  numbers  have  been  vir- 
ly  hidden  in  the  attic.  Al- 
jgh  many  bankers,  security 
lysts  and  company  manage- 
its  have  been  scrutinizing 
1  flow  information  for 
:s,  the  investors  have  con- 
trated  primarily  on  the 
ningly  all-important  earn- 
;  per  share  figure.  That's 
jrtunate.  Cash  flow  analy- 
can  show  an  investor  what 
ompany  is  really  doing — 
;re  the  cash  is  coming 
n  and  where  it  is  going  in 
ition-adjusted  terms.  Most 
ortant,  it's  the  only  accu- 

indication  of  whether  a 


ipany  is  growing  or — as 
ly  of  the  Forbes  500  cur- 
ly are — shrinking, 
[t's  an  unfortunate  situation 
;'s  developed  in  this  country, 
ve  been  entirely  too  earn- 
i-per-share  conscious,"  says 
1  Thorsen,  chief  financial 
:er  of  General  Electric.  "The 


ball  game  ultimately  is  generation  of  cash." 

Harold  W.illiams,  chairman  of  the  Securities  &  Exchange 
Commission,  was  even  more  emphatic:  "If  I  had  to  make  a 
forced  choice  between  having  eamings  information  and  hav- 
ing cash  flow  information,  today  I  would  take  the  cash  flow 
information." 

The  simple  truth  is  this:  In  times  of  high  inflation,  eamings 
figures  become  less  and  less  meaningful.  Why?  Mainly  because 
inflation  throws  depreciation  charges — and  hence  the  eamings 
figures  themselves — thoroughly  out  of  line.  As  the  cost  of 
replacing  plant  and  equipment  soars  in  an  inflated  economy, 
depreciating  historical  cost  produces  less  meaningful  results, 
especially  for  capital-intensive  companies. 
If  borrowing  were  less  traumatic,  the  problem  wouldn't  be  so 

painful.  In  the  past,  if  a  com- 
pany didn't  have  sufficient  in- 
temal  cash  flow  it  would  simply 
go  to  the  banks  for  a  few  mil- 
lion. But  with  the  prime  rate 
around  20%,  borrowing  money 
for  growth  is  slow  suicide.  How 
many  investments  have  a  sure 
return  of  better  than  20%  ?  Any- 
thing less  than  that  is  a  losing 
proposition. 

Inflation  isn't  the  only  prob- 
lem with  earnings  figures.  Some 
companies,  especially  retailers 
like  Sears  and  J.C.  Penney,  have 
millions  of  dollars  in  receivables 
that  have  been  booked  as  rev- 
enues even  though  no  cash 
came  in.  Unfortunately,  they 
may  not  see  any  cash  from 
those  receivables  for  years.  In  a 
severe  recession,  as  a  large  num- 
ber of  people  default  on  their 
debts,  they  may  not  see  the  cash 
at  all. 

Other  companies,  like  Borg- 
Warncr,  Teledyne  and  Sun 
Chemical,  use  another  device. 
They  book  earnings  from  firms 
in  which  they  have  equity  in- 
vestments of  between  20%  and 
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50%  (Forbes,  Mcir  M,  19^0).  They  never  actually  get  that 
money.  They  never  actually  spend  that  money.  All  they  do 
with  it  is  report  it.  If  you  want  to  know  how  meaningless  this 
is,  try  claiming  as  income  the  proportionate  undistributed 
profits  of  companies  you  happen  to  own  stock  in.  Your  share, 
say,  of  IBM's  undistributed  profits,  or  General  Electric's.  A 
banker  would  throw  you  out,  and  with  good  reason.  But  com- 
panies do  it  and  get  away  with  it. 

Even  more  significant,  companies'  depreciation  schedules 
vary  enormously.  Although  the  trend  is  toward  faster  depreci- 
ation, there  are  still  a  fair  number  of  firms  that  don't  want  to 
punish  eamings  that  way.  So,  they  keep  their  depreciation  nice 
and  slow  and  earnings  nice  and  high.  This  is  a  perfect  formula 
for  earnings  success  if  you  don't  mind  rusting  plants,  inferior 
R&.D  and  yesterday's  technology. 

All  of  this  adds  up  to  some  rather  jarring  differences  between 
the  picture  of  a  company  as  seen  through  earnings  analysis  and 
the  status  of  a  firm  discovered  through  attention  to  cash  flow. 

Take  a  look,  for  example,  at 
Dow  Chemical  and  Union  Car- 
bide, two  giant  chemical  com- 
panies. Over  the  four  years  from 
1976  to  1979,  Dow  showed 
eamings  totaling  about  $2.5  bil- 
lion. Over  the  same  period. 
Union  Carbide  reported  cumu- 
lative eamings  of  some  $1.8  bil- 
lion. It  would  appear  that  both 
firms  were  robust  moneymak- 
ers in  the  same  league. 

But  take  a  step  further  and 
look  at  cash  flow.  Kidder, 
Peabody  Co.  did  this, 
and  although  Kidder's  method- 
ology is  a  bit  controversial,  the 
question  is  a  matter  of  degree — 
not  direction.  Kidder  came  up 
with  a  number  called  discre- 
tionary cash  flow.  That's  the 
figure  representing  how  much 
money  a  firm  has  left  to  grow 
with — after  taking  out  the 
amount  necessary  to  maintain 
its  property,  plant  and  equip- 
ment and  after  dividends.  Com- 
panies don't  really  set  aside 
money  to  replace  equipment, 
but  ultimately  they  have  to  put 
out  that  cash — and  it's  not  go- 
ing toward  growth.) 

Dow's  discretionary  cash  flow  is 
at  a  healthy  level,  with  $924  million 
over  the  four-year  period.  But  Union  Carbide 
has  a  different  story:  negative  discretionary  cash  flow  of  $663 
million.  That  means,  according  to  Kidder,  UC  was  paying 
dividends  for  that  whole  period  of  time  with  borrowed  money. 
It  was,  in  effect,  cannibalizing  its  capital  structure  to  keep  the 
stock  price  up.  That's  not  a  healthy  habit.  But  it's  common 
among  the  kind  of  huge  firms  you'd  think  would  know  better. 
Kidder's  list  only  begins  with  U.S.  Steel,  Bethlehem  Steel, 
American  Can,  Goodyear  and  Inco. 

Union  Carbide's  comptroller,  Louis  G.  Peloubet,  admits  that 
the  company  was  headed  in  the  wrong  direction,  but  claims  it 
has  done  an  about-face.  "When  I  came  here  five  years  ago,"  he 
says,  "the  whole  emphasis  was  on  the  profit-and-loss  state- 
ment. We  moved  it  from  there  to  the  balance  sheet  and  now  to 
cash  flow.  All  our  managers  are  looking  at  cash  flow,  both  from 
a  liquidity  standpoint  and  from  the  point  of  view  of  capital 
investment.  They  didn't  even  have  that  information  three 
years  ago."  True.  In  fact,  Carbide  has  upped  its  capital  spend- 
ing 60%  over  the  past  three  years. 


V 


How  did  big,  supposedly  well-run  businesses  ever  let  the 
selves  get  in  this  kind  of  a  bind? 

One  of  the  reasons  for  ignoring  cash  flow  is  that  every( 
thinks  it's  something  different.  The  term  is  used  so  often  t 
its  meaning  has  been  blurred.  But,  from  a  technical  standpo: 
it  is  derived  simply  by  subtracting  the  expense  of  doing  bi 
ness  from  the  cash  brought  in.  It  does  rifji  take  depreciat 
into  account.  That's  because  depreciation  is  only  a  pa 
transaction.  You  can  charge  off  $10  million  against  your  pi 
this  year — but  you  still  have  that  $10  million  to  spend  a 
where  you  please. 

Cash  flow  is  not  simply  eamings  plus  depreciation,  howel 
That's  only  half  the  story.  Cash  flow  also  takes  into  acco 
changes  in  inventories,  accounts  receivable  and  accounts  p 
able  (see  box,  p.  72).  After  all,  when  money  is  tied  up 
inventories,  it  can't  be  used  to  pay  bills.  So,  when  invento] 
go  up,  cash  flow  goes  down.  On  the  other  hand,  when  a  f; 
has  fewer  receivables  and  more  payables,  it  has  more  cash.  / 

vice  versa.  [ 
That  kind  of  information  | 
be  invaluable  in  providing 
warning  signals  that  somet 
is  going  wrong  in  a  comp, 
According  to  James  Largay 
Clyde  Stickney,  accounting 
fessors   at   Lehigh  and 
mouth  universities,  respect: 
ly,  in  some  cases  this  infor 
tion  can  practically  hand  ycj 
crystal   ball.   They  use 
Grant  as  an  example, 
problems  that  brought  Gi 
into  bankruptcy  and  ultima 
liquidation    did    not  devt 
overnight,"  they  write.  "Wh 
as  traditional  ratio  analysi 
Grant's    financial  statemt 
would  not  have  revealed  the 
istence  of  many  of  the  c 
pany's  problems  until  197( 
1971,  careful  analysis  of  its  c 
flows  would  have  revealed 
pending  doom  as  much  as  a 
cade  before  the  collapse." 

Hindsight  is  always  2C 
but  the  professors  are  per 
sive.    Grant's  eamings 
steady  until   1973,  when 
stock  was  still  selling  for  as  I 
as  20  times  eamings.  But  its  cash  flow  f 
p^^'-'"'       operations  was  in  the  red  as  far  back  as  1966,  ( 
surfacing  into  the  black  for  two  years  out  of  the  su 
quent  eight.  The  company  ultimately  choked  to  death  oi 
inventories.  Investors  who  saw  that  coming  were  able  to 
out  in  time. 

Unfortunately,  there  is  a  misconception  that  cash  flow  i 
only  be  used  to  analyze  borderline  cases  like  Grant's.  In 
such  analysis  can  lead  to  a  fuller  understanding  of  any  c 
pany,  no  matter  how  successful  or  stable. 

Look  at  Savin  Corp.,  the  $357  million  copy  machine  m. 
facturer.  Last  year  the  company's  eamings  were  down  b 
million,  to  $28  million.  Only  a  12%  drop;  not  bad  in  a  re 
sion,  right? 

But  Savin  is  a  leader  in  providing  cogent  cash  flow  infoi 
tion,  and  last  year  that  information  was  of  particular  inte 
Although  the  red  flags  that  pop  up  don't  point  to  catastropl 
Savin,  they  do  make  the  investor  aware  of  potentially  sig 
cant  problems. 

The  first  flag  shows  up  in  inventories:  up  $31  million  1 
1979.  That's  $31  million  less  the  company  has  to  spend  thi 
had  last  year.  The  reason  for  the  increase  is  unclear.  M 
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:s  are  slowing  and  the  firm  is  ovcrjirociucing.  It  could  even 
a  planned  buildup  for  an  expected  surge  in  sales.  The 
nbers  themselves  offer  no  explanation — but  they  send  you 
iting  for  one. 

he  next  worrisome  item  is  the  increase  in  accounts  and 
alties  receivable:  up  $34  million.  The  problem  here  is  fairly 
ir.  People  are  paying  more  slowly,  preterrnig  to  use  Savin's 
ney  rather  than  their  own.  Agam,  not  a  catastrophe,  but  the 
d  of  thmg  that  could  really  hurt  a  company  if  it  continues, 
hrow  in  some  changes  in  payables,  depreciation  and  de- 
ed accounts  and  you  come  up  with  net  cash  flow  from 
rations  of  $6  million,  down  from  $30  million  in  1979. 
It's  a  much  bigger  drop  than  the  drop  in  reported  earnings, 
s  the  firm's  senior  vice  president  for  finance,  Daniel  L. 
thilf,  "The  question  is  what  happens  this  year  and  next 


year — you  can't  judge  cash  flow  by  any  single  year  or  quarter." 

Gotthilt  is  right.  What's  more,  when  you  look  a  little  farther 
down  the  cash  flow  statement  you  discover  that  the  firm  laid 
out  $51  million  for  capital  expenditures  and  $2!  million  for  an 
acquisition.  Those  are  good  signs.  This  is  not  a  company  that 
is  putting  off  investment  because  times  are  hard.  Still,  the 
problem  of  receivables  and  inventories  cannot  be  ignored. 
Future  ijuarterly  reports  will  have  to  be  carefully  scrutinized  to 
make  sure  the  company  is  taking  action. 

Even  General  Electric,  widely  regarded  as  one  of  the  best- 
managed  companies  around,  only  recently  woke  up  to  cash 
flow  analysis. 

According  to  GE's  internally  circulated  bible  on  cash  flow, 
written  in  1976,  "Up  until  a  few  years  ago,  cash  planning  in  the 
General  Electric  Co.  was  pretty  much  of  an  unheard  art  be- 


The  awful  truth 


The  extent  to  which  major  corporations  are  neglecting 
their  plant  and  equipment,  and  paying  dividends  with 
cash  they  don't  have,  becomes  painfully  clear  by  looking 
at  cash  flow. 

Kidder,  Peabody  &  Co.  recently  calculated  cash  flow 
numbers  for  20  of  the  30  companies  that  make  up  the  Dow 
Jones  Industrial  Average.  Although  many  people  think  of 
cash  flow  as  a  simple  addition  of  pretax  earnings  and 
depreciation,  Kidder  goes  a  giant  step  further.  It  recalcu- 
lates the  depreciation  figure  to  take  into  account  the 
ravages  of  inflation  on  historical  depreciation  schedules. 

With  this  adjustment,  1 1  of  the  20  companies  came  out  of 
Kidder's  computer  withnegdfjve  distributable  cash  flow  for 
1980.  (That's  the  number  showing  how  much  money  a  linn 


really  has  control  over,  to  spend  on  either  growth  or 
dividends.)  On  acumulativebasisfor  1975  to  1979,8of  these 
firms  showed  negative  distributable  cash  flow. 

You'd  think  that  companies  with  negative  distributable 
cash  flow  wouldn't  continue  giving  dividends.  Not  so.  in 
fact,  the  discretionary  cash  flow  figure — distributable  cash 
flow  minus  dividends — shows  that  14  of  these  firms  were 
paying  dividends  in  1980  with  cash  that,  by  Kidder's  hard 
test,  they  do  not  have. 

Some  firms,  of  course,  may  be  letting  their  plants  run 
down  deliberately — in  effect,  liquidating  tluise  assets — 
preparing  to  move  into  new,  more  lucrative  businesses. 
But  such  decisions  in  specific  cases  hardly  explain  away 
the  broadly  negative  results  of  Kidder's  calculations. 


1980 

___107S-70  ,  1, 

'ompany 

Net  income 
(est.) 

Di,stnlHilai)ic 
cash  flow 

Discretionary 
cash  flow 

Net  iiuoiiie 
as  reported 

■  V  \\.  Ill iiiii.i live  1 1 1 1 .1 1 J 

1  JiMrilnilahle  Discretionary 
cash  flow         cash  flow 

Company 

llcoa 

$  445.0 

$  58.3 

$  -57.7 

$1,221.1 

$  -185.4 

$-493.9 

Alcoa 

American  Brands 

389.0 

184.3 

42.1 

978.6 

495.4 

-29.1 

American  Brands 

American  Can 

95.7 

-165.7 

-225.5 

533.7 

-141.6 

-390.6 

American  Can 

ethlehem  Steel 

95.0 

-399.2 

-469.2 

462.6 

-1,660.8 

-2,082.0 

Bethlehem  Steel 

)u  Pont 

670.0 

-35.3 

-455.3 

2,997.6 

1,016.1 

-517.0 

Du  Pont 

General  Electric 

1,490.0 

852.4 

152.4 

5,345.8 

3,396.6 

906.8 

General  Electric 

ieneral  Foods 

262.0' 

133.8 

23.9 

985.1 

146.5 

-268.8 

General  Foods 

reneral  Motors 

-880.0 

-4,069. 1 

-4,947.1 

13,894.1 

5,393.5 

-2,127.6 

General  Motors 

loodyear 

169.0 

-488.2 

-581.3 

861.7 

-1,144.4 

-1,445.3 

Goodyear 

nco 

200.0 

-86.5 

-166.5 

646.3 

-515.6 

-986.6 

Inco 

BM 

3,500.0 

5,390.6 

3,390.6 

13,229.3 

19,500.5 

11,972.1 

IBM 

ntemational  Harvester 

-397.3^ 

-948.9 

-1,030.9 

1,085.1 

-170.8 

^75.1 

International  Harvester 

»hns-Manville 

73.2 

-51.2 

-119.2 

430.6 

46.5 

-140.7 

Johns-Manville 

lerck 

431.0 

293.8 

113.8 

1,451.1 

1,0,56.2 

446.2 

Merck 

)wens-Illinois 

127.3 

2.8 

^0.7 

528.0 

-16.7 

-184.7 

Owens-Illinois 

rocter  &  Gamble 

642.8^ 

319.5 

38.4 

2,285.5 

1,455.2 

425.4 

Procter  &  Gamble 

ears,  Roebuck 

475.0'» 

-220.6 

-649.6 

3,786.6 

1,272.5 

-437.0 

Sears,  Roebuck 

Jnion  Carbide 

885.3 

-154.4 

-360.4 

2,158.5 

30.8 

-819.6 

Union  Carbide 

JS  Steel 

353.0 

-1,333.7 

-1,472.7 

673.4 

-4,883.1 

-6,622.6 

US  Steel 

Jnited  Technologies 

390.0 

96.4 

-79.6 

1,030.6 

694.1 

264.5 

United  Technologies 

olc  All  dollar  fifiurcs  jti  niillion.s, 
(ear  endingjanuary  1981, 

'Year  endiiiK  Mardi  I9H1     ^As  ri-portecl.  year  eridiiiK  OcKjIxt  19H0     'A.s  rcpoilcd,  year  ending  June  IWi) 

Sdune:  Kidder,  I'cahody  &  (.<i  I'inanctcit  Qurdily  J'toJIli". 
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cause  we  had  a  very  favorable  cash  situation.  As  a  result,  little 
long-term  planning  was  done  in  the  company  other  than  in  the 
treasury.  We,  of  course,  went  through  the  exercise  each  year  of 
developing  figures  for  the  long-range  budget.  However,  most  of 
the  figures  were  based  on  some  overall  predetermined  ratio  to 
sales  and  we  never  really  got  into  in-depth  cash  planning." 

As  a  result,  the  document  continued:  "GE  Co.'s  liquidity  has 
declined  to  a  level  that  could  impair  its  triple- A  bond  rating." 

In  1976  GE  launched  a  massive  program  in  which  every 
corporate  officer  was  forced  to  pay  close  attention  to  every 
element  of  cash  flow:  depreciation,  receivables,  payables  and 
inventories — everything. 

The  program  has  been  a  smashing  success,  with  the  com- 
pany keeping  well  over  $1  billion  in  cash  that  otherwise  would 
have  been  sitting  unproductive  in  such  items  as  inventories 
and  receivables.  When  money  is  wasted  like  that,  it  sends  a 
company  to  the  debt  market.  That's  no  fun. 

But  if  cash  flow  is  so  intemally  vital  to  companies — and  so 
externally  valuable  to  investors — why  don't  we  get  the  infor- 
mation in  annual  reports?  The  closest  thing  we  have  now  is 
the  statement  of  changes  in  financial  position.  But  that  focuses 
on  an  almost  meaningless  item:  working  capital.  Working 
capital  is  of  so  little  use  to  investors  that  many  accountants 
have  fought  to  have  the  statement  completely  redesigned. 

The  Financial  Accounting  Standards  Board  has  recently  is- 
sued an  impressive  discussion  memorandum  on  cash  flow  and 
liquidity  that  addresses  many  of  these  problems.  As  a  discus- 
sion draft  it  makes  no  proposals,  but  rather  suggests  possibili- 
ties for  disclosure  to  investors.  Still,  the  FASB's  message  is 
clear:  Cash  flow  information  is  necessary.  Unfortunately,  as 
with  all  FASB  projects,  it  could  be  several  years  before  we'll  see 
this  reflected  in  annual  reports.  But  the  demand  for  the  infor- 
mation may  be  irresistible.  A  recent  FASB  survey  of  415 


executives,  analysts  and  academics  revealed  that  67%  thoug 
cash  flow  information  was  "highly  important" — while 
more  than  49%  said  the  same  thing  about  earnings  per  shar 
As  a  first  step,  the  SEC  has  required  that  1980  annual  repoi 
include  a  discussion  by  management  of  any  unusual  cash  flc 
problems,  and  of  the  steps  being  taken  to  remedy  them.  As  I 
the  possibility  of  anything  more  concrete  in  the  near  futu 
Williams  pointed  out  the  problems  the  SEC  had  getting  disci 
sure  of  inflation-adjusted  earnings  numbers.  "The  corpors 
community  didn't  like  it  because  they  wouldn't  look  as  goc 
and  the  accountants  didn't  like  it  because  it  wasn't  measural 
and  might  get  them  into  areas  that  they  were  uncomfortal 
with.  I  expect  that  the  problems  will  be  similar." 

The  truth  is  we  are  simply  releaming  lessons  of  the  pa 
"The  Romans  only  knew  about  cash  flow,"  says  Fr 
Tepperman  of  Arthur  Young  Co.  "But  then  we  ^ 
sophisticated,  learned  about  accrual  and  forgot  about  cast 
He's  not  knocking  accrual,  he's  only  saying  it's  not  the  same 
cash.  (One  of  our  more  colorful  captains  of  industry  puts 
slightly  differently.  "There  are,"  he  quips,  "two  kinds  of  mc 
ey,  cash  and  the  other  kind.  I'll  take  cash  every  time.") 

According  to  Loyd  Heath,  a  professor  of  accounting  at  t 
University  of  Washington  and  the  author  of  a  much-prais 
1978  monograph  on  liquidity,  "In  the  early  part  of  this  centu 
accountants  were  very  concerned  with  cash  flow — with  t 
needs  of  short-term  creditors.  But  beginning  in  the  1930s,  wi 
the  passage  of  the  Securities  Acts,  the  accountants  began 
shift  their  attention  away  from  this.  There  was  a  sort 
backlash.  They  didn't  want  to  be  dictated  to  by  the  commi 
cial  banks  or  short-term  creditors.  They  had  found  a  ni 
interest  in  earnings.  And  they  not  only  de-emphasized  ca 
flow,  but  they  seemed  to  completely  ignore  it. 

"It's  not  that  cash  flow  is  new  to  accountants,"  says  Hea 


Cash  flow  made  easy 


How  do  you  figure  out  cash  flow  information  for  a 
nonfinancial  company  using  today's  annual  reports? 
Here's  one  simple  but  effective  way: 
Start  with  the  annual  report's  statement  of  changes  in 
financial  position.  There,  hidden  near  the  top,  you'll  find  a 
line  labeled  something  like  "working  capital  provided  by 
operations." 

Unfortunately,  that  working  capital  figure  doesn't  take  into 
account  any  changes  in  receivables,  payables  or  inventories — 
all  of  which  affect  cash  flow.  So  you've  got  to  throw  them  in 
yourself.  Look  further  down  on  the  financial  position  state- 
ment for  a  section  called  "changes  in  working  capital."  If 
receivables  or  inventories  have  decreased  from  the  preceding 
year — thus  freeing  up  more  cash — add  the  amount  they've 
changed  to  the  working  capital  number.  If  they've  increased , 
that  means  less  cash,  and  you  subtract  the  change  from 
working  capital. 

With  accounts  payable,  things  work  just  the  other  way 
around.  More  payables  means  the  company  is  holding  on  to 
more  cash.  So  add  any  increase  in  payables,  or  subtract  any 
decrease.  You're  almost  home  now,  with  a  figure  called 
"cash  flow  from  operations." 

What  does  this  number  tell  you?  Well,  for  one  thing,  any 
dramatic  change  in  receivables,  payables  or  inventories  is 
worth  looking  into.  For  another,  check  to  see  how  the  cash 
flow  from  operations  figure  has  moved  in  relation  to  income 
and  working  capital  over  the  past  few  years.  If  cash  flow  has 
consistently  been  much  lower  than  either,  get  ready  to  call 
your  broker — there  may  be  trouble. 

Now  comes  the  interesting  part:  figuring  out  where  that 
money  is  going,  or  where  it  sboidd  be  going.  There  are  three 
possibilities.  The  company  could  be  using  the  money  to 


grow,  to  maintain  the  status  quo  or  to  pay  dividends. 

To  get  an  estimate  of  how  much  the  company  should  be 
spending  just  to  keep  current  operations  going,  try  the  back 
of  the  annual  report  in  the  section  with  inflation-adjusted 
results.  There  you'll  find  a  depreciation  figure  adjusted  for 
the  current  cost  of  replacing  the  company's  assets.  Of 
course,  companies  don't  just  keep  replacing  what  they've 
got:  They  let  old  businesses  die  out,  or  improve  them  with 
technology  changes  that  save  money  or  switch  businesses 
altogether.  One  thing's  for  sure,  though:  The  depreciation 
figure  the  company  uses  on  its  income  statement  is  a 
hopeless  understatement,  and  in  the  absence  of  more  infor- 
mation the  inflation-adjusted  number  is  your  best  bet. 

Subtracting  the  new  depreciation  figure  from  operating 
cash  flow  yields  distributable  cash  flow — the  amount  the 
company  has  in  hand  to  pay  dividends  or  invest  in  real 
growth.  If  distributable  cash  flow  is  negative,  there's  cause 
to  worry.  There's  also  reason  to  raise  an  eyebrow  if  distribu- 
table cash  flow  is  positive  and  the  company  pays  more  than 
that  in  dividends.  It's  nice  to  be  generous  to  investors,  but 
not  by  liquidating  your  company. 

Of  course  a  firm  can  always  try  to  make  up  for  a  cash  flow 
shortage  by  borrowing.  But  except  in  a  high-retum  industr)' 
like  electronics,  do  you  really  want  to  invest  in  a  company 
that's  financing  growth  with  20%  money? 

Remember  that  cash  flow  analysis  is  most  useful  if  you  go 
back  and  look  at  several  years  running.  Any  company  can 
have  negative  cash  flow  for  a  year  or  two  without  perma- 
nent damage,  and  capital  investment  problems  don't  devel- 
op overnight.  Nevertheless,  enough  companies  have  been 
caught  napping  in  the  last  decade  to  make  anyone  a  little 
jumpy. — Thomas  Baker 
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ey  should  have  seen  it  all  along,  but  they  were  blinded 
use  they  thought  the  measurement  of  earnings  was  the 
nning  and  the  end,  the  alpha  and  omega  of  accounting." 
It  you  can't  ignore  the  rain  when  it's  pouring  through  your 
,  and  the  destructive  inflation  of  recent  years  has  forced 
vmtants  to  take  note.  However,  on  their  way  to  presenting 
e  kind  of  unified  cash  flow  information,  they  have  run  into 
icial  question:  How  do  you  determine  how  much  money  a 
pany  needs  to  maintain  its  plant  and  equipment,  without 
growth?  You  need  to  answer  this  question  before  you  can 
e  up  with  a  distributable  (or  "free")  cash  flow  figure — the 
re  that  tells  you  how  much  money  the  company  really  has 
rol  over  to  spend  on  dividends  or  growth, 
lis  is  a  slippery  one.  Companies  are  constantly  expanding 
contracting  operations  in  response  to  market  conditions, 
it's  more,  new  technology  can  slash  a  company's  cost  of 
adrng  its  assets.  So  pinning  down  the  exact  point  at  which 
itenance — or  need  for  maintenance — ends  and  growth  be- 
can  be  nearly  impossible. 

le  FASB  offers  one  solution  in  its  Statement  33,  which 
sts  eamings  for  inflation.  They  recalculate  depreciation 
g  replacement  costs  rather  than  historical  costs.  That's 
ably  the  best  figure  at  the  disposal  of  the  average  investor. 
Dwever,  Barre  Littel  and  Robert  Levine,  the  analysts  who 
loped  Kidder,  Peabody's  cash  flow  system,  argue  that  the 
5  numbers  can  understate  the  amount  it  costs  to  keep 
t  and  equipment  up  to  snuff.  Here's  why:  Let's  say  a  firm 
two  factories.  One  is  depreciated  at  $1  million  a  year.  The 
r  is  fully  depreciated.  The  company  needs  both  plants  to 
inue  in  business.  Under  the  FASB's  system,  the  plant 
eciated  at  $1  million  a  year  would  be  assigned  a  new 
eciation  figure  to  account  for  inflation.  However,  the  plant 
was  fully  off  the  books  could  stay  off  the  books.  Kidder's 
ysts  say  that  plant,  too,  should  be  assigned  a  new  depreci- 
1  figure.  It  makes  sense.  It's  precisely  those  old,  fully 


depreciated  plants  that  are  most  in  need  of  replacement — at  a 
cost  much  greater  than  their  historical  costs. 

The  numbers  Kidder  has  come  up  with  make  much  of  U.S. 
industry  look  shaky  fiee  table,  p.  71).  While  some  critics  argue 
that  Kidder  has  gone  too  far  and  made  things  look  worse  than 
they  are,  even  if  Kidder  is  near  the  tmth,  that's  reason  to 
examine  your  investment  portfolio  carefully. 

When  you  see  companies  like  GM,  Sears,  International 
Harvester  and  Du  Pont  with  negative  cash  flows,  it's 
time  to  reevaluate  the  way  you  look  at  all  companies. 
Especially  with  the  market  turning  back  to  blue  chips,  the  time 
is  now  for  investors  to  look  at  these  cash  flow  figures. 

Emphasizing  earnings  while  ignoring  cash  flow  actually  re- 
wards companies  for  putting  off  needed  capital  investment. 
The  smaller  the  depreciation  charge,  the  higher  the  eamings. 
In  turn,  higher  eamings  produce  better  stock  prices.  Finally, 
the  stock  price  is  often  reflected  in  a  fatter  paycheck  for  the 
CEO.  Is  that  one  important  reason  for  the  notoriously  low  level 
of  capital  spending  in  the  U.S.?  CEOs  are  only  human. 

Of  course,  total  reliance  on  cash  flow  information  could  be 
equally  dangerous.  Any  capital  investment  turns  cash  into 
plant  and  hurts  cash  flow  in  the  short  term.  Cash  flow  figures 
are  only  valuable  when  looked  at  over  a  number  of  quarters  or 
years.  As  Bryan  Carsberg,  an  FASB  expert  on  cash  flow,  says, 
"Asking  which  one  is  better,  cash  flow  or  earnings,  is  like 
asking  which  you  should  cut  out,  your  heart  or  your  lungs." 

Ideally,  investors  will  start  looking  at — and  annuals  will  start 
showing — eamings  information  and  cash  flow  information 
side  by  side.  The  earnings  information  will  show  how  well  the 
company  is  doing  at  making  money.  The  cash  flow  informa- 
tion will  show  how  real  that  money  is. 

A  vice  president  of  a  major  international  bank  wrinkles  his 
forehead  and  strokes  his  jaw  as  he  says,  "Sure,  cash  flow 
information  will  be  here  in  a  relatively  few  years.  What  worries 
me  is  how  many  companies  will  have  gone  imder  by  then."  ■ 
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lulitcd  by  .Itilcrsoti  ( Jrijisby 

Boone's  lament 

Boone  I'ickciis  has  Tcxas-sizc  problems. 
As  chairman  of  Amarillo-bascd  Mesa  Pe- 
troleum, he  made  two  stellar  moves  in 
the  last  16  months  spinning;  off  his  ma- 
ture producing  properties  and  unloadmg 
his  C'anadian  assets.  Those  well-timed 
divestitures  helped  Mesa's  stock  more 
than  double  during  the  period.  They  also 
made  Pickens  a  jiile  of  money,  since  his 
personal  holdings  are  now  worth  about 
$175  million. 

But  to  an  oilman,  that's  really  a  paltry 
sum.  "Take  Oscar  Wyatt  of  Coastal  or 
Hilly  |oe  Pevehouse  of  Adobe  or  Cieorge 
Mitchell  of  Mitchell  Lnergy,"  says  Pick- 
ens. "They're  all  founders  of  companies, 
and  compared  to  them  my  ownership  is 
nil."  Mitchell,  for  example,  has  a  62% 
stake  in  his  company — worth  over  $1 
billion.  Pickens  owns  less  than  2%  of 
Mesa.  "Frankly,  I  just  didn't  look  after 
myself  the  way  I  should  have,"  he  ex- 
plains. "It  wasn't  a  case  of  having  it  and 
selling  it.  i  never  had  it." 

Industry  experts,  who  watch  Pickens' 
every  move,  don't  doubt  that  he'll  stjon 
set  things  right.  How  will  he  get  a  real, 
Texas-size  fortune?  Current  speculation 
has  it  that  Pickens  will  wangle  a  reverse 
merger  where  Mesa  snares  a  bigger  com- 
pany or  that  he  will  liquidate  Mesa  and 
start  a  new  venture,  making  sure  to  keep 
a  larger  share  of  the  equity.  Either  way, 
Boone  Pickens  isn't  expected  to  linger 


liconomisl.  Icclunr.  laHsiilldiil  Arlliur  li  l-dj/c 
Rahifig  it  in  during  the  Reagan  years. 

long  111  tiie  oil  tycoon's  equivalent  of  the 
poorhouse. 

Hot  property 

"Americans  have  a  fundamental  right  to 
keep  their  hard-earned  income  and  to 
spend  it  as  they  .see  fit,"  declares  econt)- 
mist  Arthur  B.  Laffer,  neatly  marrying 
principle  to  principal.  A  former  OMB 
economist,  Laffer  has  become  a  rising 
star  on  the  lecture  circuit  since  he  sur- 
faced as  a  leading  advocate  of  Proposi- 
tion 13  and  one  of  Ronald  Reagan's  top 
economic  advisers. 

Logging  some  8, ()()()  miles  a  week, 
Laffer  has  been  making  about  40  appear- 
ances a  year  on  the  lecture  circuit,  at 
$4,000  a  shot.  Now,  according  to  his 
lectureagentsatHarry  Walker,  Inc.  of  New 


York,  Laffer's  fee  is  jumping  to  $5,000. 

Then  there  are  the  clients  of  his  ye 
old  consulting  firm,  A.B.  Laffer  As 
ciates — major  leaguers  like  Morj 
Guaranty,  Citibank,  Wells  Fargo.  A 
fessorship  at  the  University  of  Southi 
California  and  an  antique-cluttc 
home  in  Palos  Verdes,  Calif,  complet 
picture  of  contemporary  stardom.  Th 
already  well  into  the  50%  tax  brae 
with  an  estimated  $  1 50,000-plus  incoi 
Laffer,  still  boyish-looking  at  40,  is  a  g( 
bet  to  really  rake  it  in  during  the  Reaj 
years.  On  the  lecture  circuit,  however 
is  not  yet  a  star  of  the  first  magnitu 
Milton  Friedman  and  Arthur  Bumsget 
to  $15,000  per  appearance,  with  A 
Greenspan  not  far  behiiul  —Nick  (.:illiu 


Mi'Sti  I'cfro/ciiiii  (Jniinndii  Hooiic  I'u  Lii/s  (  U  ti  ) 

Feeling  the  peer  pressure  at  a  quarter-billion-dollars  net  worth. 


{  Finished! 

"Finish  it.  Mommy,  finish  it,"  Willi 
Lear  had  said  on  his  deathbed.  "It"  \ 
the  prolific  inventor's  unfinished  pi. 
for  an  advanced  turbojet  business  aire: 
whose  carbon-fiber  and  epoxy  skin 
rear- mounted  engines  promised  to  re 
lutionize  an  industry  built  around  aim 
num  bodies  and  front-mounted  engir 
Now,  nearly  three  years  after  his  dcz 
Lear's  widow,  64-year-old  Moya  Ol 
Lear,  has  done  just  that.  One  day  I 
month  the  first  Lear  Fan  2100  protof 
zoomed  into  the  skies  over  Lear's  Re 
Nev.  test  facility,  and  that  night  ^ 
Lear,  chairman  of  LearAvia  Corp., 
family  holding  company,  toasted  its  s 
cess  with  draughts  of  champagne. 

Finishing  the  prototype  was  no  e 
matter.  After  Lear's  death  Moya  tall 
to  the  management  boards  of  Gai 
Leariet,  Beechcraft  and  others,  look 
for  financing.  The  combination  of  mi 
rials  and  power  plants,  she  argued,  pre 
ised  fuel  economy  80%  greater  than  c 
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spraying  liquid  fertilizer  on  a  corn  field  in  Iowa. 


More  and  more  businesses 
need  insurance  broker  planning 
to  cover  being  socked  with 
product  liability  actions.  The  way 
Alexander  &  Alexander  looks  at 
the  liquid  fertilizer  industry  will 
help  explain  how  we  will  look  at 
your  liability  risks.  In  this  case, 
we  look  through  the  eyes  of  the 
chemical  manufacturer.  Probe 
where  the  claims  might  arise  — 
from  formulation  right  on 
through  to  end  product  use, 
misuse  and  possible  abuse. 

Short-term 

and  long-term  protection 

Only  by  working  from  a 
client's  point  of  view  can  we  be 
sure  of  providing  the  most 
comprehensive,  cost-efficient 
programs  possible. 

This  insider  s  vantage  point 


enables  our  product  liability 
specialists  to  formulate  the  best 
short-  and  long-term  protection 
for  any  manufacturer  or  associa- 
tion. Accurately  representing  any 
client  in  any  industry  to  the 
underwriter— keeping  the  dollars 
and  cents  of  safety  in  mind, 
controlling  costs  and  claims. 

Each  industry  has  different 
needs.  For  insurance,  for  risk 
management,  for  human 
resource  management,  for  finan- 
cial services.  And  each  of  our 
120  offices  here  and  overseas  has 
the  facilities,  expertise  and 
strength  to  fulfill  the  require- 
ments of  any  company,  large  or 
small,  in  any  industry. 


We  think  a  big  reason  A&A 
has  become  one  of  the  largest  and 
most  trusted  insurance  brokers 
worldwide  is  that  we  work  the 
same  way  with  every  client. 
From  the  client's  point  of  view. 


Alexander 


From  the  client's  point  of  view. 


Faces 

Behind  The  Figures 


ventional  aircraft  for  approximately  the 
same  cost.  "But  all  these  companies 
were  having  their  best  years  ever,"  Mrs. 
Lear  recalls.  "No  one  we  talked  to  in  this 
country  was  interested  in  a  new  type  of 
aircraft." 

In  time,  however,  the  British  govern- 
ment became  interested  and  eventually 
agreed  to  provide  $50  million  m  loans 
and  grants.  Oppenheimer  Co.  in  New 
York  raised  $30  million  more  in  just  ten 
days  selling  200  limited  partnerships  in 
Lear  Fan  at  $150,000  each.  Another  $20 
million  has  come  as  deposits  with  ad- 
vance orders  (180  so  far)  as  well  as  some 
additional  Lear  family  money. 

If  the  money  came  slow  and  hard, 
things  were  never  easy  for  old  Bill  Lear 
either.  For  all  the  genius  of  his  designs, 
William  Lear  always  seemed  to  end  up 
selling  them  to  other  people,  who  reaped 
much  of  the  reward.  In  1967,  sitting  with 
a  fledgling  model  of  his  Learjet,  Lear 
found  himself  with  insufficient  funds  to 
continue  production.  Reluctantly  he  sold 
the  design  to  the  Gates  Rubber  Co.  The 
eight-track  recorder  and  aviation  instru- 
ments businesses  he  had  started  were 
also  sold  in  order  to  stem  the  flow  of  red 
ink  threatening  him. 

Moya  Lear  is  ctmfident  she'll  never 
have  to  sell  the  manufacturing  rights  of 
the  Lear  Fan  2100.  Late  next  year  the 
first  production  2100s  will  go  down  the 
assembly  line  at  Lear  Fan's  Northern  Ire- 
land manufacturing  plant.  With  the  $100 
million  in  capital  and  with  the  skilled 
personnel  she  has  recruited  from  other 


top  business  jet  manufacturers,  Moya 
Lear  says  she's  shooting  for  25%  of  the 
world  market  for  business  turbojets  by 
1984  1800  units  last  year). 

That  would  finish  Bill  Lear's  la^t  proj- 
ect with  a  flourish. — Michael  Kolbenschlag 

Caseys  in  the  red 

In  1977  John  J.  Casey  was  passed  over  for 
the  presidency  at  Braniff  International  in 
favor  of  Russell  Thayer.  As  a  consolation 
prize,  Casey,  now  62,  could  have  had  the 
presidency  of  a  freight-carrying  airline 


John  J  Ccisey  of  Braniff 
At  62.  the  top  at  last. 


instead.  But  he  decided  to  stick  it  out  at 
Braniff.  In  January  his  patience  was  re- 
warded as  the  Braniff  board  asked  him  to 
take  over  for  both  Thayer  and  the  flam- 
boyant Harding  Lawrence,  the  airline's 
chairman,  who  had  resigned  under  pres- 


Lear  Fan  2100  pr,  <  '    i ,  /  '  '/h7/  I  air 

This  time  around,  no  wo^at  the  door. 


sure  from  creditors. 

An  MIT  graduate  and  former  Woi 
War  n  pilot,  Casey  has  worked  I 
American  and  Seaboard  World  Airlinj 
as  well  as  Braniff.  Despite  living  40  yej 
in  New  York,  Oklahoma,  New  Mexi 
and  now  Dallas,  he  retains  an  unmista 
able  Boston  accent.  Casey  says  tha 
because  he  is  tone  deaf.  "I'm  a  crow,"  ] 
says.  "Whenever  I  meet  someone  wl 
hasn't  lost  his  accent,  I  always  ask,  'C 
you  sing?'  " 

Casey  certainly  doesn't  have  much 
sing  about  at  Braniff.  The  most  heavi 
leveraged  of  the  majors,  with  $615  m 
lion  in  debt  on  just  $  1 44  million  in  equil 
and  over  $100  million  in  losses  in  the  \i 
two  years,  Braniff 's  chances  of  remaini: 
independent  seem  slim.  Besides,  tha 
are  those  continuing  merger  talks  wii 
Eastern.  But  Casey  thinks  he  can  do  it  | 
slashing  costs,  cutting  back  to  his  mC 
profitable  routes  and  praying  for  a  revi 
ing  economy  that  will  let  Braniff  ta 
advantage  of  its  superior  fleet  and  exci 
lent  airport  space  at  Dallas-Ft.  Worth. 

Actually,  says  John  Casey,  the  re 
contest  is  with  that  other  big  Dalli 
based  airline,  American.  Run  by  1 
younger  brother  Al,  American  is  a! 
running  in  the  red.  So  the  race  will  be 
see  who  can  turn  his  troubled  compa 
around  first.  Says  John  Casey  "Brai 
will  survive." — Robert  J.  Flaherty 

Beau  geste 

He  had  just  been  made  a  partner  at  t 
investment  banking  firm  of  Morgan  Su 
ley,  and  at  39  was  pulling  down  aroum 
quarter  of  a  million  dollars  a  year.  1 
Robert  T  Blakely  recently  chucked  it 
to  take  the  $150,000-a-year  job  as  v 
president-finance  of  U.S.  Synthetic  Fu 
Corp.,  the  government-sponsored  agec 
about  which  President  Reagan  has  ( 
pressed  considerable  misgivings. 

Why  would  Blakely  take  a  job  with 
outfit  that  may  well  be  slated  for  obi 
ion?  "The  incoming  Administrati 
may  change  its  view,"  he  replies  ho] 
fully.  "I'm  optimistic  that  they  will  ri 
ognize  the  importance  of  synthetic 
els.  It's  important  enough  that  I'll  ta 
the  risk." 

Synthetic  Fuels  Corp.  is,  in  effect,  c 
of  the  world's  largest  banks.  In  theory 
will  have  up  to  $88 billion  of  federal  mc 
ey  through  1992  to  develop  an  indus 
that  will  produce  2  million  barrels  a  c 
of  synthetic  fuels.  The  money  is  av; 
able  for  SFC  to  provide  loan  guarante 
price  guarantees,  purchase  agreeme: 
and  direct  loans  to  developers.  As 
chief  financial  officer,  Blakely  will  pla 
major  role  in  deciding  who  gets  the 
centives  and  on  what  terms. 

What  Ronald  Reagan  obiects  to  is  ti 
the  push  to  oil  from  shale,  tar  sands 
coal  should  come  from  the  governmi 
rather  than  private  industry.  As  Blak 
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THE  COMPUTER  ALSO 
HEffIS  THE  BUILDING. 

The  energy  crunch. 

It's  been  on  our  minds  at  IBM  for  quite  some  time. 

Back  in  1973  we  began  offering  computer  systems  that  manage  energy 
as  only  a  computer  system  can. 

These  systems  take  thousands  of  energy-saving  actions  every  day, 
based  on  information  about  weather  conditions,  use  patterns,  and  other 
factors. 

They  turn  lights  on  and  off.  Turn  heat  and  air  conditioning  units  on  and 
off.  Control  hot  water  heaters  as  needed.  And  more.  All  to  prevent  waste. 

In  one  of  our  customer's  buildings,  a  system  we  installed  cut  the 
power  bill  by  over  $8000  in 
the  first  month. 

And  in  the  headquarters 
building  of  the  IBM  division 
that  builds  these  systems, 
energy  management  equip- 
ment recycles  heat  generated 
by  the  computer  installation 
itself.  The  outside  tempera- 
ture has  to  drop  below  IT  F 
before  the  boilers  need  to  be 
turned  on. 

Energy  management  systems  obviously  conserve  energy. 
But  what  they  really  do  is  manage  things  better  and  more  economically 
than  people  can  manage  them  alone. 

That's  what  computer  systems  are  very,  very  good  at  doing.  ' 


'/.I 


When  Preferred  is  assured. 

A  reservation  at  a  Preferred  Hotel  is  something 
to  feel  good  about. 

An  American  Express  Card  Assured  Reserva- 
tion"at  a  Preferred  Hotel  is  something  to  feel  assured 
about.  Preferred  realizes  that  when  you  travel,  things 
like  planes  and  trains  don't  wait. 

But  when  you're  an  American  Express  Card- 
member,  a  room  will  wait  for  you  at  any  Preferred 
Hotel  in  the  U.S.  or  Canada-just  by  making  an 
American  Express  Card  Assured  Reservation. 

And  Preferred  will  assure  you  more  than  just  a 
room.  After  all,  Preferred  is  a  worldwide  association 
of  privately  owned  luxury  hotels. 

They'll  also  assure  you  of  a  gracious  stay.  First- 
class  service.  And  all  the  superb  little  amenities  that 
make  Preferred  possibly  the  last  of  the  great  private 
collections  of  exquisite  hotels. 


And  should  a  room  not  be  available  when  you  arrive, 
Preferred  will  arrange  for  a  room  at  a  comparable 
hotel,  pay  for  your  transportation  there,  and  even 
for  a  3-minute  telephone  call. 

If  your  plans  should  change,  call  Preferred  be- 
fore 6  p.m.  (their  time) -to  get  a  cancellation  number 
so  you  won't  be  billed. 

lb  make  an  Assured  Reservation  at  a  Preferred 
Hotel,  just  call  toll-free:  800-323-7500. 

And  make  sure  that  your  reservation  ^^^SB 
at  Preferred  is  assured. 


The  American  Express  Card.  Don't  leave  home  without  it. 


an  American  Express'  Card 
Assured  Reservation'"  at 
se  Preferred  Hotels,  just  call: 

800'323'7500 

In  Illinois  call  800-942-7400 
In  Canada  call  800-661-1262 
rx  Hawaii  and  Alaska  call  800-323-1707 
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Washington,  D.C. 
THE  WATERGATE 
HOTEL 

Wiltningtiin 
HOTEL  duPONT 


CANADA; 

Calgary 
THE  INTERNATIONAL 
HOTEL  OF CALGARY 

Toronto  (Don  Mills) 
THE  PRINCE  HOTEL 

Toronto 

HOTEL  PLAZA  II 

Toronto 

PARK  PLAZA  HOTEL 


EUROPE: 

Cologne 

EXCELSIOR  HOTEL 
ERNST 

Geneva 

LE  RICHEMOND 
HOTEL 

London 
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Pans 

HOTEL  LE  BRISTOL 

Vienna 
HOTEL  BRISTOL 

Wiesbaden 

HOTEL  NASSAUER 
HOF 

Zurich 

DOLDER  GRAND 
HOTEL 

Zurich 

HOTEL  BAURAULAC 


ASIA: 

Hong  Kong 
THE  PENINSULA 

Manila 
THE  MANILA 
PENINSULA 

Tokyo 

IMPERIAL  HOTEL 


ASSOCIATION 
ossibly  the  last  of  the  great  private  collections. 


Faces 

Behind  The  Figures 


Robert  Blakely  of  U.S.  Synthetic  Fuels 

"I'll  take  the  risk."   

sees  it,  however,  if  the  U.S.  waits  until 
synthetic  fuels  become  economically  at- 
tractive enough  for  investors  to  take  the 
risk  on  their  own,  it  will  be  five  to  seven 
years  before  projects  can  come  on 
stream.  SFC  intends  to  shortcut  that  pro- 
cess by  sharing  the  risk  and  providing 
the  guarantees.  For  example,  if  investors 
put  up  25%  of  capital  cost,  SFC  might 
guarantee  loans  for  the  rest.  "We're  try- 
ing to  move  the  development  of  synthet- 
ic fuels  along  on  a  faster  time  frame," 
says  Blakely. 

If  Reagan  says  no?  Well,  there's  always 
Morgan  Stanley. — Subrata  N.  Chakravarty 

Ultimate  toy 

For  a  wealthy  man,  Chicago  real  estate 
entrepreneur  Jerry  Reinsdorf,  44,  has  re- 
markably few  playthings.  "I  don't  have  a 
sports  car,  and  I'm  even  still  on  my  first 
wife,"  he  jokes.  But  in  a  matter  of  weeks, 
if,  as  expected,  American  League  club 
owners  approve,  Reinsdorf  will  get  his 
hands  on  what  some  people  think  of  as 
the  ultimate  plaything — his  very  own 
baseball  team.  For  $20  miUion  cash 
Reinsdorf  and  his  30-odd  limited  part- 
ners will  acquire  the  Chicago  White  Sox 
plus  Comiskey  Park,  the  aged  ball  park 
they  play  in.  As  the  largest  investor, 
Reinsdorf  will  run  the  club. 

Where  did  Reinsdorf,  a  former  tax  law- 
yer and  Brooklyn-born  baseball  fan, 
come  up  with  big  bucks  for  baseball? 


From  real  estate  syndication.  In  1971  he 
founded  a  joint  venture,  with  his  former 
legal  clients  as  the  original  investors, 
that  became  the  giant  JMB  Realty  Corp. 
Then,  in  1973,  he  left  JMB  to  open  Balcor 
Co.,  which  now  controls  $650  million  in 
apartments,  mobile  homes,  office  build- 
ings and  shopping  centers. 

Tricky  as  the  real  estate  game  can  be, 
Reinsdorf  is  likely  to  find  the  White  Sox 
even  trickier.  The  Sox  last  won  a  pen- 
nant race  in  1959.  The  team  spent  much 
of  the  21  seasons  that  followed  languish- 
ing in  the  second  division,  playing  to 
declining  crowds.  The  club  lost  money  in 
four  of  the  last  five  years. 

To  change  all  that,  Reinsdorf  says  he  is 
ready  to  invest  $6  million  more  in  the 
capital-starved  Sox.  With  certified  stars 
like  Dave  Winfield  and  Pete  Rose  now 
able  to  command  $1  million  a  year  and 
more  in  multiyear  contracts,  Reinsdorf  is 
not  a  believer  in  the  free-agent  system. 
Instead  of  buying  talent  on  the  open  mar- 
ket— he  urgently  needs  a  better  infield 
and  another  relief  pitcher — he  plans  to 
strengthen  the  Sox'  farm  system,  now 
hard  up  for  instructors  and  talent  scouts. 

It's  just  possible,  too,  that  Reinsdorf 
will  be  hard  up  for  sympathy  from  White 
Sox  fans.  For  the  first  time  in  over  20 
years,  home  games  this  season  will  not 
be  televised  free  to  the  Chicago  area. 
Current  owner  Bill  Veeck  sold  the  home- 
game-TV  rights  to  cable.  The  deal  dou- 
bles, at  a  stroke,  the  club's  TV  revenues 
(to  $950,000  this  year).  But,  since  Chica- 
go won't  be  wired  for  cable  for  at  least 
four  years,  Chicago  area  fans  will  have  to 
travel  to  Comiskey  Park  to  see  their  Sox. 
Does  Remsdorf  see  any  danger  of  a  back- 
lash? Not  at  all.  "It  will  just  help  the  box 
office,"  he  says,  already  sounding  just 
like  a  club  owner. — Lisa  Gross 


Chicago  realtor  leny  Reinsdorf 

For  $20  million,  it  should  be  fun. 


ES,  FEBRUARY!,  1981 


79 


A  Florida  stock  tipster  gave  the  capital  markets 
a  nasty  fright — which  gave  the  securities  in- 
dustry a  great  deal  to  think  about. 

Liquidity— 
at  a  price 


By  Newcomb  Stillwell 

WHAT  WOULD  HAPPEN  TO  the 
Stock  market  if  some  idiot  sank 
one  of  our  aircraft  carriers  in 
the  Persian  Gulf?  Or  if  the  Soviet  Union 
invaded  China?"  An  observer  was  ex- 
pressing disapproval  of  the  New  York 
Stock  Exchange's  performance  on  fan.  7 
when  a  wave  of  selling  by  small  investors 
at  the  opening  caused  long  delays  in  trad- 
ing some  of  the  most  popular  stocks  and 
created  big  downside  gaps  in  prices.  If  a 
popular  but  undistinguished  stock  tipster 
can  cause  that  kind  of  disruption,  what 
would  happen  if  a  really  serious  event 
occurred?  If  a  "sell"  recommendation  by 
a  smallish  service  could  lead  to  a  record 
trading  day  of  93  million  shares,  how 
much  volume  would  be  unleashed  by 
something  truly  important? 

Although  the  market  fairly  quickly  re- 
gained the  lost  ground,  the  whole  day 
was  a  bit  scary. 

There  were  horror  stories  up  and  down 
Wall  Street.  On  the  American  Stock  Ex- 
change, specialist  Carmine  Monteforte  of 
A.G.  Becker  opened  trading  in  Petro  Lew- 
is Corp. — with  exchange  approval — over 
an  hour  late  at  IVh,  down  lO-Vs,  or  32%, 
and  closed  it  nine  minutes  later  at  24 '/2. 
The  stock  opened  the  next  day  at  29%  on 
news  of  an  acquisition.  The  specialist 
bought  65,000  shares  at  the  opening 
Wednesday,  apparently  making  a  huge 
profit.  Specialists  opened  trading  late  in 
almost  10%  of  Amex-listed  stocks — 
many  at  discounts  sufficient  to  require 
exchange  approval. 

The  over-the  counter  markets — where 
a  near-record  53  million  shares  finally 
changed  hands — were  virtually  paralyzed 
Wednesday  morning.  Dealers  were  fran- 
tically trying  to  hit  bids  before  they  could 
be  lowered  on  NASDAQ  quotron  ma- 
chines. Meanwhile  they  couldn't  answer 
phone  calls  from  other  dealers  trying  to 
hit  their  bids.  "It  was  a  race  to  see  who 
could  punch  the  buttons  fast  enough," 
said  T.  Brett  Haire,  vice  president  at 
First  Boston.  Markets  for  many  stocks 
became  "crossed,"  with  some  dealers  of- 


fering to  sell  at  prices  lower  than  others 
were  offering  to  buy.  Orderly? 

At  the  New  York  Stock  Exchange  the 
ticker  ran  a  half-hour  late  all  day.  Trad- 
ing in  American  Telephone  &  Tele- 
graph, the  most  widely  held  stock  in  the 
world,  failed  to  open  on  time.  The  same 
was  true  of  General  Motors;  IBM  didn't 
open  until  2  o'clock  in  the  afternoon. 
Prime  Computer — a  volume  leader — 
opened  late  at  32 '/a,  down  6'/8  from  the 
previous  day,  and  traded  up  to  close  at 
36.  Fair? 

What  happened? 

The  trouble  wasn't  mechanical  or  elec- 
tronic. The  markets  didn't  have  much 
trouble  handling  the  volume.  The  ticker, 
for  example,  was  only  late  because  it 
would  have  been  an  unreadable  blur  if  the 
computer  had  printed  as  fast  as  it  pro- 
cessed reported  trades.  What  the  mar- 
kets didn't  handle  so  well  was  the  nature 
of  the  volume;  a  massive  imbalance  of 
sell  orders  to  buy  orders.  The  bulk  of  that 
imbalance  apparently  came  from  retail 
investors  panicked  by  stock  tipster  Jo- 
seph Granville,  and  they  took  it  in  the 
ear  at  the  low  openings.  Specialists  inter- 
viewed by  Forbes  were  defensive  about 
their  performance.  Some  blamed  it  on 
the  failure  of  the  big  institutions  to  step 
into  the  gap.  The  institutions,  apparent- 


ly, were  waiting  to  see  how  far  the  c 
cline  might  go.  Put  cynically,  they  wai 
ed  to  see  how  much  fleece  they  could  % 
from  the  sheep. 

Faced  with  a  massive  sell-side  imb, 
ance,  specialists  react  by  putting  out  "i 
dications."  That  means  they  report 
range  well  below  the  previous  day's  ck 
at  which  they  think  the  stock  will  ope 
Ordinarily  this  attracts  buyers,  instil 
tions  perhaps,  who  think  the  price  is 
bargain,  and  induces  some  sellers  to  : 
think  whether  they  really  want  to  s 
that  low.  On  Wednesday  this  worked 
but  at  a  price.  The  specialists'  first  in^ 
cations  on  IBM  were  as  low  as  67,  do\ 
4y8  from  the  previous  close,-  after  sevel 
more  indications  the  stock  final 
opened  at  69 'A,  down  1  % .  But  that  repi 
sented  $1.1  billion  in  market  value. 

At  first,  everyone  seemed  paralyze 
For  many  stocks  early  indications  , 
tracted  no  buyers  at  all.  The  speciali 
were  flying  blind.  Most  specialist  fin 
are  partnerships;  the  members  are  p| 
sonally  liable  for  losses.  Said  one  speci 
ist,  "Three  or  four  times  a  year  we  hi 
to  put  our  wallets  and  houses  and  c 
and  the  kids'  educations  on  the  li 
Wednesday  was  one  of  those  days." 

Many  of  them  went  home  a  great  d 
richer.  Buying  at  the  opening  tempoi 
ily  cleared  selling  pressure,  and  as  I 
first  buyers  stepped  up,  the  speciali 
had  the  only  supply  for  sale.  Liquidat: 
gradually  and  upticking  on  each  s< 
many  made  enormous  profits  by  afti 
noon.  Said  one  broker,  "The  speciali 
should  throw  Joe  Granville  the  bigg; 
party  he  ever  saw." 

Did  the  specialists  discharge  their  dil 
to  maintain  a  fair  and  orderly  market? 
course,  liquidity  Mr«  maintained,  and 
vestors  were  able  to  sell  their  stock.  I 
you  could  hardly  have  called  it  an  orde 
market,  and  a  lot  of  sound  investors  w 
scalped. 

Some  critics  suggest  increasing  s 
cialists'  capital  requirement  or  fore 
them  to  incorporate  to  reduce  exposi 
to  losses.  The  most  radical  suggestior 


The  tradhig  floor  of  tl.ie  American  Stock  Exchange 

Then  were  horror  stories  up  and.  down  Wall  Street. 
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MAI 
MAKES 


AND 


And  that  makes  MAI—  Management 
t  Assistance  Inc.  —  one  of  the  most 
promising  computer  companies  around. 

Why?  Because  by  befriending 
small  business,  we've  put  ourselves 
squarely  in  the  $4  billion  small- 
computer  market  —  forecast  to 
approach  $10  billion  by  1985. 

Way  back  in  1970.  we  rec- 
ognized that  harried  business 
owners  would  want  not  just 
computers,  but  solutions  to 
their  problems.  They  needed  a 
friend.  So  MAI  has  always  made 
a  point  of  understanding  each 
business  and  really  working  to 
meet  its  needs. 

That  means  we  provide  not 
only  the  right,  easy-to-use 
Basic  Four '  information  sys- 
tem, but  we  can  also  provide 
tailor-made  programs,  operator 
training  and  other  aids.  Be- 
yond that,  we  back  our  systems 
with  fast,  dependable  service 
through  our  Sorbus  Service  Division. 

Does  being  a  friend  pay?  More 
than  1 1,000  Basic  Four  systems  have 
been  installed  worldwide.  We're  solidly 


positioned  not  only  in  the  small  busi- 
ness computer  market,  but  also  in  the 
burgeoning  $6  billion  service  market. 

So  it's  nice  that  we  can  help  the 
beleaguered,  overtaxed,  over-regulated 
business  owner.  But  even  nicer  is  the 
fact  that  it's  so  rewarding. 


Basic  Four*System  510  makes  it  simple  to  switch  to 
computerized  accounting  or  upgrade  present  computer 
capabilities.  Since  programs  are  written  in  easy-to- 
understand  Business  BASIC,  an  operator  can  learn  to 
use  the  system  in  less  than  a  day. 

To  learn  more  about  what  MAI 
does,  write  for  our  Annual  Report: 
Management  Assistance  Inc.,  300  East 
44th  Street,  New  York,  NY  10017. 


MM 


Our  business  is  helping  other  businesses  grow. 


to  replace  specialists  entirely  with  Ex- 
change employees  trading  capital  from  a 
pool  contributed  by  member  brokerage 
firms.  The  regulators  have  been  trying 
something  else:  Thursday's  financial 
pages  carried  reports  of  the  NYSE's 
agreement — at  the  prodding  of  the  SEC 
and  Congress — to  link  its  trading  floor 
with  off-floor  market  makers  in  certain 
listed  stocks  so  they  can  compete  more 
effectively  with  specialists.  Ironically, 


these  market  makers  are  the  same  folks 
who  so  heroically  stemmed  the  tide  in 
the  o-t-c  markets  the  day  before. 

Defending  the  system,  Robert  M.  Gar- 
diner, president  of  Dean  Witter  Reynolds 
and  a  vice  chairman  of  the  NYSE,  "argues: 
"Imperfect  though  it  may  be,  the  special- 
ist system  is  the  best  I  know  of  for  han- 
dling imbalances  when  they  occur." 
Maybe  Gardiner  is  correct,  but  the  whole 
messy  episode  shows  how  thin  the  stock 


market  really  is  in  relation  to  its  s 
how  vulnerable  it  is  to  psychologi 
shocks.  Values  that  seem  rock  solid  c 
week  can  vanish  before  your  eyes.  ^ 
don't  need  to  be  100  years  old  to  reme 
ber  what  happened  to  the  market  wl 
President  Eisenhower  had  a  minor  he 
attack;  or  what  happened,  day  after  d 
in  the  great  crash  of  1974  when  liters 
hundreds  of  stocks  could  not  be  sold 
any  reasonable  price  at  all.  ■ 


Outsmarting  the  experts:  There's  a  hot  new 
"concept  for  mutual  fund  investors  who 
trust  their  own  ability  to  call  the  market. 

Buy  and  hold, 
or  buy  and  switch? 


By  Carol  E.  Curtis 


There's  a  popular  new  wrinkle  for 
small  investors.  Instead  of  making 
long-term  commitments,  many 
mutual  fund  owners  are  regularly  trans- 
ferring their  assets  between  no-load 
stock  and  money  market  funds  managed 
by  the  same  company.  This  switching, 
which  can  often  be  done  without  charge, 
lets  individuals  benefit  virtually  cost-free 
from  a  shrewd  sense  of  market  timing. 
Just  as  quickly,  however,  it  can  produce 
losses — plus  adverse  tax  consequences. 

There's  no  question  that  the  practice 
is  growing.  According  to  the  Investment 
Company  Institute,  an  industry  trade  as- 
sociation, exchanges  into  stock  funds 
within  the  same  fund  family  more  than 
doubled  in  the  last  two  years — reaching 
$4.7  billion  in  the  first  11  months  of 
1980.  Over  the  same  period,  switches 
out  of  money  funds  into  other  funds 
within  the  same  group  grew  even  faster, 
to  $4.3  billion.  "The  feature,"  says  Harry 
J.  Guinivan,  an  associate  director  of  ICI, 
"is  like  having  an  account  with  a  stock- 
broker without  paying  a  commission." 

In  a  sense  that's  true,  but  even  trading 
for  free  doesn't  insure  a  profit.  Because 
money  must  remain  in  a  stock  or  bond 
fund  for  one  year  to  qualify  for  cut-rate 
capital  gains  treatment,  any  shareholder 
who  switches  more  frequently  forfeits 
his  chance  for  a  tax  break. 

The  idea  of  fund  switching,  of  course, 
is  nothing  new.  But  after  the  growth  of 
money  market  funds  in  the  mid-Seven- 
ties, experts  began  to  use  it  as  a  way  of 
transferring  assets  between  money  funds 
and  stock  funds  to  maximize  total  yield. 
"The  all-important  thing  is  knowing 


when  to  be  out  of  the  equities  market," 
says  James  Schabacker,  who  publishes 
Snitch  Fund  Advisory ,  a  newsletter  on  the 
subject.  He  sees  exchanges  as  useful 
mainly  during  long  market  declines — 
when  investors  can  take  their  stock 
gains  and  transfer  to  safer  money  market 
holdings. 

To  aid  in  making  that  decision,  Scha- 
backer cranks  14  economic  indicators 
into  a  computer,  and  sends  out  the  results 
in  his  newsletter.  So  far,  he  claims  his 


The  switcher's  friends 


These  no-load  fund  groups  allow  free 
phone  transfers  with  no  restrictions. 


Total 

Number 

Stock 

assets 

of 

funds' 

Fund  group 

Imillions) 

funds 

1980  gain 

Bull  &  Bear 

$  71 

4 

41% 

Dreyfus 

9,500 

7 

41 

Financial  Programs  7.S5 

5 

24 

Selected 

165 

4 

23 

Source:  Upper  Analytical  Senices;  Forbes 


recommendations  have  worked  hand- 
somely for  clients.  Over  the  past  six  years, 
he  says,  his  own  managed  accounts  have 
shown  a  287%  gain,  or  a  27%  annualized 
increase  on  their  assets. 

Some  advisers  claim  even  bigger  gains 
with  frequent  use  of  the  exchange  privi- 
lege. Glen  K.  Parker,  whose.  Market  Logic 
newsletter  advocates  exploiting  seasonal 
market  fluctuations,  feels  that  investors 
should  move  in  and  out  of  no-load  stock 
funds  as  many  as  15  times  a  year — de- 
spite the  tax  penalties.  Parker  sees 
switching  as  a  way  to  exploit  the  stock 
market's  traditional  strength  at  both  the 
end  and  beginning  of  the  month,  and  he 


calculates  that  a  nest  egg  of  $10,00C 
1927  would  have  grown  to  a  stagger 
$2.5  million  last  year  with  regular  us( 
switching  on  certain  days. 

The  mutual  fund  industry,  meanwh 
sees  the  exchange  boom  as  a  mi: 
blessing.  With  millions  of  investors  n 
holding  money  market  funds,  switch 
is  one  way  to  stem  the  outflow  wl 
interest  rates  drop.  But  it  causes  pap 
work  problems,  and  it  can  be  harm 
when  large  pools  of  money  leave  a  st( 
fund,  forcing  portfolio  managers  to  : 
stocks  at  distress  prices— penaliz 
long-term  holders  of  the  fund. 

The  Fidelity  Group,  one  of  the  first 
allow  switching,  has  added  some  rest: 
tions  for  this  reason.  "We  are  not  inten 
ed  in  providing  a  cost-free  trading  serv 
for  short-term  investors,"  says  Rogei 
Servison,  vice  president  of  marketing 
Fidelity  Brokerage  Services. 

Still,  the  benefits  are  big  enough 
the  largest  mutual  fund  group.  Drey 
Corp.,  to  continue  to  offer  no-ho) 
barred  switching.  Research  Direc 
Monte  Gordon  sees  it  as  a  device  t 
may  keep  money  fund  investors  fr 
deserting  Dreyfus  completely.  He  i 
feels  individuals  will  eventually  bui 
single  fund  and  hold  it. 

For  those  who  prefer  to  try  their  h: 
at  switching,  it  is  wise  to  select  a  no-li 
fund  group  with  a  money  market  fij 
and  at  least  one  equity  fund  with  a  str^ 
performance  record.  Some  compar 
(see  table)  offer  free  transfers  by 
phone  on  an  unlimited  basis,  and  otl 
with  more  restrictive  policies  often 
low  a  limited  number  of  exchanges;  I 
&.  Bear  Group  even  lets  switchers  m 
in  and  out  of  its  gold  fund. 

At  the  moment,  for  example,  it  ca 
maJce  sense  to  move  out  of  a  fund  vi 
recently  appreciated  high-mult: 
stocks  like  Dreyfus  Third  Century.  1 
ter  performance  in  1981  may  come  fi 
a  fund  comprised  largely  of  traditic 
blue  chips,  like  Fidelity-Equity  Incon 

Final  advice?  "Have  a  system, 
Schabacker.  "Go  for  the  big  swings 
stick  out  a  bull  market.  You'll  havt 
insurance  policy  against  the  next  fir 
cial  disaster."  Perhaps.  And  you  m 
not  end  up  "switching"  any  more 
quently  than  you  actually  did  befort 
the  encouragement  from  timing  gi 
and  newsletter-peddling  advisers.  I 
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AltM  irOURSELT  FOn  fllE 
GltUEUNG  MONTHS  AHEAD 

Read  lousiness  Week,  the  essential  newsweehlij  oFtheSO's. 
And  tahe  some  oF  the  surprises  out  of  doing  business. 


Tired  of  being  taken  by  surprise  — 
new  regulations,  policy  shifts,  missed 
chances? 

Tired  of  working  with  outdated  fig- 
ures? Incomplete  or  incorrect  facts? 

Then  welcome  to  Business  Week. 
The  magazine  that  most  of  the  others 
read  —  the  people  you  work  with,  deal 
with,  compete  with.  And  the  magazine 
that  each  weekend  can  brief  you,  too. 
like  you've  never  been  briefed  before 
— quickly  authoritatively  fully. 

You're  ready  for  whatever  happens 

You  get  fast-breaking  news.  In-depth 
reports.  Personality  close-ups.  Word 
of  changes,  break-throughs, 
trends. 


Comes  Monday  morning  you're  in- 
formed. Recharged.  Ready  for 
whatever  happens  — crisis,  turning 
point,  opportunity. 

You've  got  reliable  data  to  base 
decisions  on.  You  know  what's  hap- 
pening —  and  what's  ahead.  You're 
perking  with  new  ideas,  techniques, 
solutions. 

You're  meeting  valuable  people  to 
know.  People  solving  problems  like 
yours.  People  to  hire.  People  to  work 
with. 

You're  getting  advice  on  your 
personal  affairs. 


Tax  tips.  Investment  tips.  Travel  tips. 
Health  tips.  New  ways  to  get  more  out 
of  your  career,  your  leisure,  your  life. 

So  come  join  the  800,000-plus  sub- 
scribers whom  Business  Week  is 
guiding  more  smoothly  through  1981 . 

No  Risk  Trial  Offer 

You  are  invited  to  enter  a  trial  sub- 
scription to  Business  Week  for  29 
issues  at  the  basic  rate  of  only 
$19.95  .  .  .  with  the  option  to  cancel  on 
the  first  bill  and  pay  nothing 
if  you  find  our  focused 
information  for  management 
is  not  for  you. 

You  pay  the  low  basic 
rate  of  only  69C  a  week 
with  this  short-term  intro- 
ductory offer  —  instead  of 
the  $1.75  cover  price. 

But  if  you're  not  con- 
vinced, pay  nothing! 
When  our  bill  arrives, 
just  write  "cancel"  on 
it,  send  it  back,  and 
your  t.nal  will  end  with 
no  further  obligation. 

No  need  to  send 
money  Simply 
out  the  order  card 
opposite  this  ad.  Or 
use  the  coupon 
below 


Look  who  wants  into  hanking!  The  industrial 
companies,  no  less!  To  get  there,  they're  even 
willing  to  help  tloe  little  banks. 


Banking:  new  allies 
and  competitors 


By  Michael  Kolbenschlag 

THE  U.S.  HARDLY  SEEMS  to  need 
more  banking  facilities,  in  view  of 
its  15,000  existing  banks.  But 
more  competition  definitely  appears  on 
the  way,  and  from  what  one  might  have 
assumed  was  the  least  likely  source — big 
industrial  corporations.  In  the  process 
they  may  even  save  the  bacon  of  the 
little  banks  threatened  by  deregulation. 

The  big  companies  seemed  unlikely 
newcomers  because  the  1970  amend- 
ments to  the  Bank  Holding 
Company  Act  specifically  re- 
quired all  nonbanking  compa- 
nies to  get  entirely  out  of  bank- 
ing within  ten  years.  Indeed, 
each  Federal  Reserve  district 
has  senior  personnel  to  oversee 
the  divesting.  Why  and  how  are 
they  getting  back  in? 

The  case  of  Gulf  &  Western 
Industries  answers  both  ques- 
tions. Last  fall  G&W  announced 
that  its  consumer  finance  sub- 
sidiary. Associates  First  Capital 
Corp.  of  New  York,  had  bought 
the  little  ($12.5  million  assets) 
Fidelity  National  Bank  of  Con- 
cord, Calif.  How  did  G&W 
avoid  the  prohibition  in  the 
Holding  Company  Act?  Simply 
by  selling  off  the  bank's  com- 
mercial loan  portfolio.  Under 
the  Act,  a  financial  institution 
is  a  bank  only  if  it  makes  commercial 
loans  and  accepts  time  deposits.  No  com- 
mercial loans,  argued  G&.W,  no  bank; 
eventually  the  regulators  had  to  agree. 

But  why?  Said  a  close-mouthed  but 
happy  Associates  executive  in  Dallas, 
"This  is  a  pilot  project  to  see  what  long- 
term  sense  there  is  in  being  in  banking. 
The  electronic  technology  involved  in 
consumer  banking  makes  the  field  look 
attractive  to  us."  Which  can  be  translat- 
ed to  mean  that  with  the  financial  insti- 
tutions deregulation  actfsee  Forbes,  5e/>A 
29,  19^0)  gradually  letting  everybody 
compete  with  everybody  for  money  busi- 
ness, G&W  looks  upon  the  bank  as  a 


useful  vehicle  for  a  variety  of  financial 
operations. 

Somewhat  further  along  with  its  fi- 
nancing schemes  is  auto  and  industrial 
components  maker  and  distributor  Dana 
Corp.  of  Toledo,  Ohio,  which  recently 
bought  the  $700  million  General  Ohio 
Savings  Loan  Corp.  Says  David  Ste- 
vens, president  of  Diamond  Financial 
Holdings,  the  Dana  subsidiary  that  ac- 
quired General  Ohio,  "We've  been  look- 
ing for  a  financial  vehicle,  and  an  S&.L 
was  the  most  appropriate" — particularly 


President  John  /  Duneciii  oj  II'  Credit  Coif> 
For  the  small  banks,  offers  of  money  and  expertise 

from  a  regulatory  point  of  view,  since  the 
Holding  Company  Act  bar  to  nonbank- 
ing companies  owning  banks  did  not  ap- 
ply to  savings  and  loan  institutions. 
Now,  of  course,  S&Ls  are  looking  more 
like  banks  by  the  day,  able  to  put  up  to 
20%  of  assets  into  commercial  paper, 
non-real  estate  consumer  loans  and  cor- 
porate debt  securities. 

"We  started  thinking  about  all  this  be- 
fore deregulation  was  a  fact,"  Stevens 
goes  on.  "But  now  that  it  is  a  fact  we  see 
even  more  opportunities.  We've  got  defi- 
nite plans  for  our  S&L,  but  we'd  rather 
not  discuss  the  specifics  until  we've  ac- 
complished them."  It  is  known,  howev- 


er, that  s(jme  of  these  plans  involvt 
potential  synergy  among  the 
Dana's  insurance  company  and  i 
small  reinsurance  companies,  a  moi 
home-building  subsidiary  and  a  new 
ing  subsidiary. 

Still  further  along  is  Internationa 
per  Co.,  the  world's  largest  paperm 
with  $4.5  billion  in  revenues.  Its  sc 
year-old  IP  Credit  Corp.  made  ovc 
million  last  year  on  its  $800  milli( 
assets  (leased  equipment  and  rt 
ables),  and  is  growing  at  40%  to  5( 
year  in  size  and  profitability.  7 
some  90%  of  IP  Credit's  business  is  i 
lated  to  the  parent  company  operati 
IP  Credit  recently  launched  M( 
Source  11  as  a  means  of  offering  ct 
specialized  correspondent  banking 
vices  to  smaller  banks.  "Because  o 
regulation,"  says  IP  Credit  Presi 
[ohn  F.  Duncan,  "lots  of  small  and  n 
um-size  banks  need  capital,  services 
expertise  to  compete  with  the  inc 
ingly  active  big  banks."  That  mean: 
banks  can  lay  off  participations  ir 
cured  lending  and  get  leasing  advice 
financing  expertise  from  IP — all  n 
growth  areas  (20%  or  more)  where 
mercial  finance  companies  are  far  i 
experienced  than  the  small  banker 
IP,  the  banks  constitute  a  significan 
dition  to  IP's  staff  of  travi 
officers  operating  out  of  33  < 
It  offices  nationwide. 

How  does  this  look  to 
small  banker?  "They  help  n 
much  larger  than  I  am," 
Paul  Williams,  vice  presi 
and  senior  loan  officer  for 
S14  million  (assets)  Merc 
Bank  <!k  Trust  Co.  of  Mere 
N.H.    Williams  admits 
without   MoneySource  11 
bank — one  of  the  smaller 
New    Hampshire — would 
limited     to    doing  busi 
around  rural  Meredith.  \ 
IP's  help  he  has  been  able  t| 
into  leasing  across  a  three- 
area  and  is  now  considerinj^ 
secured  lending  to  doctors 
dentists  in  the  same  area. 
Williams,  "They'll  lend  tc 
when  the  big  banks  hav' 
watch  their  own  ratios,  and  I  know 
won't  steal  my  depositors." 

These  three  are  by  no  means  the 
nonbanking  companies  now  part  o 
increasingly  mixed-up  banking  sc 
Big  retailer  Sears,  Roebuck  and  pi 
maker  Baldwin-United  are  both  hoi 
on  to  previously  purchased  S&L  sul 
iaries,  and  last  year  National  Steel 
quired  United  Financial  Corp.  of  Cai 
nia,  the  nation's  seventh  largest 
holdmg  company.  Indeed,  the  key  q 
tion  seems  to  be,  who  is  going  to 
stung  in  the  Great  Banking  Revolutic 
the  experienced  resident  bankers  or 
aggressive  newcomers?  ■ 
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A 


NATURAL  GAS  ALONE  WONT  SOLVE 
AMERICAS  ENERGY  PROBLEMS. 


Over  the  past  years,  we've  found  a 
lot  of  natural  gas  to  fuel  our  grow- 
ing economy.  And  we're  looking 
for  more. 

But  even  with  our  estimated  tril- 
lions of  cubic  feet  of  natural  gas 
reserves,  someday  we'll  run  out. 


So  MAPCO  IS  involved  in  many 
other  kinds  of  energy  —  oil,  coal, 
uranium,  even  geothermal. 

And  because  Americas  energy 
must  be  moved  from  where 
its  found  to  where  it's  needed, 
we're  extending  our  network 

^  MAPCO 


of  weather-free  pipelines  to 
7,8 1 6  miles. 

The  energy  business  of 
the  future  will  be  a  very  big 
business  indeed,  as  long  as  we 
keep  using  our  most  important 
resource . . . 

Imagination. 


BRINGING  IMAGINATION  TO  THE  BUSINESS  OF  ENERGY 


MAPCO  INC,  •  1800  S.  BALTIMORE  AVE.  •  TULSA,  OK.  741  19  •  SYMBOL  MDA/NYSE/MWSE/PSE 


GEICO's  down-to-earth  CEO  has  cured  a  sick 
company.  Now  he  wants  it  to  grow  'very 
slowly, "  but  also  very  profitably 


After  the  fall, 
and  rise 


By  Beth  Brophy 


EET  Jack  Byrne.  A  jovial  48- 
year-old  whose  taste  in  clothes 
rims  to  cherry-red  sweaters,  but 
whose  corporate  strategy  favors  the 
sharp  pencil  and  the  cautious  bet.  When 
he  took  over  as  chairman  and  president 
of  Government  Employees  Insurance 
Corp.,  GEICO  was  on  the  brink  of  bank- 
ruptcy, with  a  net  loss  of  $126  mil- 
lion in  1975.  Under  his  steward- 
ship, it  has  returned  to  health — $44 
million  in  net  operating  income, 
$1.90  per  share  fully  diluted  for  the 
first  nine  months  of  1980,  up  from 
$1.61  in  1979,  with  $2.50  expected 
for  the  full  year — and  a  return  on 
equity  of  35%. 

Now  GEICO  is  looking  for  new 
horizons — offering  homeowners, 
boat  owners  and  life  coverage  to  its 
1.2  million  policyholders.  Auto  in- 
surance, however,  still  brings  the 
company  88%  of  its  $645  million 
premium  volume.  Byrne,  whose 
company  enjoyed  an  underwriting 
profit  last  year  when  most  proper- 
ty/casualty insurers  took  under- 
writing losses  in  order  to  build  pre- 
mium volume,  wants  to  attract 
more  dollars  per  customer,  not 
merely  more  customers.  "There's  a 
very  important  question  about 
whether  the  machine  will  be  able 
to  accept  much  more  real  growth 
than  5%  without  losing  the  critical 
ingredient  of  underwriting  and  ex- 
pense discipline,"  says  Byrne,  seat- 
ed in  a  simple  office  decorated 
with  his  children's  report  cards.  A 
conservative  strategy,  but  the  only 
possible  one  in  view  of  GEICO's 
mid-1970s  debacle. 

GEICO's  rise  and  fall  is  one  of 
the  most  famous  cautionary  tales 
of  the  importance  of  good  manage- 
ment in  the  stock  market — largely 
because  it  was  both  the  greatest 
success  and  the  greatest  failure  of 


the  illustrious  Benjamin  Graham,  the  fa- 
ther of  securities  analysis  (Forbes, y////f 
15,  1975).  "In  1936  Leo  Goodwin  had  a 
marvelous  idea,"  explains  one  of  Gra- 
ham's leading  disciples,  multimillionaire 
investor  Warren  Buffett.  Goodwin's 
idea:  Insure  only  preferred-risk  drivers 
such  as  government  employees  (and,  lat- 
er, white-collar  workers  in  general)  at 
low  cost  by  eliminating  agents  and  oper- 


GEICO  Ch(iin)uin  and  President  John  J  Byrne  Jr 
"Discipline  is  a  word  ive  use  a  lot  around,  here 


ating  by  direct  mail.  "Then  Lorimer  C 
vidson  did  a  magnificent  follow 
through."  Graham  was  one  of  the  eai) 
est  and  biggest  investors. 

But  after  GEICO  flourished  for 
cades,  Davidson  retired  and  manal 
ment  philosophy  changed.  Trying 
keep  its  growth  curve  headed  sharply  \ 
GEICO  overexpanded  by   letting  t 
many  high  risks  into  its  insurance  pc 
at  the  low  rates.  From  1972  to  1975  t 
underwriting  ratio — insurance  los! 
plus  operating  costs  as  a  percentage 
premiums  paid  in — went  from  an  adr 
rable  94%  to  a  disastrous  124%.  P 
share  operating  earnings  fell  from  $1, 
in  1972  to  minus  $7  in  1975.  Graha 
who  watched  the  stock  skyrocket  to  ( 
lived  to  see  it  fall  to  2. 

Enter  Byrne,  executive  vice  presid( 
at  The  Travelers  Corp.,  with  the  assij 
ment  of  savior  and  a  three-part  plan: 

•  "Operation  Bootstrap."  Close  abc 
100  offices,  shrink  employment  frc 
7,000  to  4,000,  fold  altogether  in  Ni 
Jersey  and  Massachusetts  (where  auto 
surance  was  regulated  into  red  ink),  ki 
out  high-risk  drivers  and  raise  rates 
much  as  40% . 

•  A  reinsurance  treaty  with  other 
surance  companies,  taking  the  heat 

GEICO  and  saving  the  industry  t 
embarrassment  of  a  big  collapse. 

•  The  sale  of  $75  million  in  p 
ferred  stock  to  restore  GEIC( 
capital  base. 

Warren  Buffett  took  a  look  a| 
quietly  started  buying,  near  2. 

What  was  Buffett  buying?  A 
tum  to  first  principles,  certain 
But  more  than  that.  Listen 
Byrne:  "As  the  low-cost  operai 
in  our  business,  discipline  is  an  a 
fully  important  word  that  we  us- 
lot  around  here.  Count  the  pap 
clips.  Reduce  the  phone  lines.  I 
duce  the  pads  of  paper  we  use.  He 
many  policies  can  We  service  { 
employee  in  the  company?  T 
number  used  to  be  about  250,  m 
it's  up  to  378."  Meanwhile,  Byr 
shares  his  secretary  with  two  otl 
executives — this  in  the  seven' 
largest  writer  of  auto  insurance 
the  country. 

Such  productivity  pays  off, 
customers  and  company.  GEK 
keeps  its  rates  level  while  otl 
insurers    have    to    raise  thci 
GEICO  still  offers  12-month  pc 
cies  while  most  of  the  Indus' 
has   gone   to   six-month  tern 
GEICO     responds  quickly 
claims.  Byrne  boasts  of  GEIC 
handing  a  customer  a  check 
hours  after  a  2  a.m.  accident.  Su 
service   keeps   GEICO's  quali 
customer  list  intact,  which  ci 
renewal  costs  and,  more  imp< 
tant,  gives  Byrne  the  chance 
expand  GEICO's  product  line. 
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You  could  easily  mistake  Wellsboro, 
Pennsylvania  for  other  small  American  towns. 

But  not  long  ago,  Wellsboro  (population: 
4,003)  made  history. 

It  put  an  optical  fiber  telephone  system 
into  commercial  everyday  use. 

We  should  explain  that  optical  fibers  are 
threads  of  ultra-pure  glass  as  thin  as  a 
human  hair. 

And  over  them,  telephone  signals  can  be 
transmitted  by  laser  light. 

What's  so  great  about  optical  fibers? 
Well,  if  you  wind  them  into  a  cable,  you  have 
a  miracle  telephone  line. 

Which  can  carry  far  more  telephone 


traffic  than  conventional  copper  lines. 

And  these  lines,  which  cost  less  than 
copper,  aren't  subject  to  noise  interference 
from  nearby  power  lines,  as  copper  lines  are. 

It  was  an  ITT  scientist  who  first  made 
optical  fibers  practical. 

And  ITT  people,  working  with  the  Rural 
Electrification  Administration  and  Common- 
wealth Telephone,  brought  fiber  optics  to 
Wellsboro. 

Mind  you,  Wellsboro  m.ay  still  not  loom 
as  large  m  history  as  that  other  Pennsylvania 
town,  Gettysburg. 

But  for  Wellsboro  (and  America)  it's 
something  well  worth  remembering. 

The  best  ideas  are  the  I  '  I  "  I ' 
ideas  that  help  people.  Ill 
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"The  automobile  is  an  inroad  into  the 
family,"  he  says.  "We  think  we  can  ser- 
vice families  with  property/casualty  and 
life  insurance  and  then  search  for  those 
other  insurance  needs."  He  reports  that 
the  homeowners  line,  now  up  to  245,000 
policies,  has  grown  faster  than  the  auto 
business  for  the  last  two  years. 

Working  the  customer  base  that  way 
should  give  GEICO,  Byrne  believes,  "3% 
to  5%  real  growth,"  which  translates  in 
his  mind  to  16%  to  17%  after  inflation. 
An  impressive  ambition,  quietly  stated 
by  the  pudgy,  smiling  Byrne,  but  compli- 
mented floridly  by  the  sagacious  Warren 
Buffett:  "Byrne  is  like  the  chicken  farm- 


er who  rolls  an  ostrich  egg  into  the  hen- 
house and  says,  'Ladies,  this  is  what  the 
competition  is  doing.'  " 

Buffett's  Berkshire  Hathaway  Co.  now 
owns  7.2  million  GEICO  shares  and  is 
limited  by  Washington,  D.C.  and  New 
York  insurance  commissioners  from 
buying  more.  But  Byrne's  GEICO  has 
been  buying  in  its  own  shares  and  Buf- 
fett's ownership  is  now  up  to  33.3%. 
Having  held  the  stock  from  2  to  a  recent 
15,  while  Byrne  managed  GEICO's  con- 
valescence, the  Omaha  investor  plans  to 
stick  around  now  to  see  what  the  man  he 
calls  the  "Babe  Ruth  of  insurance"  can 
do  with  a  healthy  company.  ■ 


In  which  MCI  learns  that  the  cream  of  the 
residential  long-distance  business  can  be  Just 
as  rich  as  the  commercial  volume  it  was  after. 


People  will  talk 


By  Larry  Marion 


You  REMEMBER  MCI  Communica- 
tions Corp.  It's  the  Washington- 
based  outfit  that  last  June  won  a 
$1.8  billion-plus-interest  antitrust  award 
(now  under  appeal)  in  Chicago  federal 
court  from  American  Telephone  ik  Tele- 
graph Co.  for  alleged  injuries  inflicted 
during  part  of  MCI's  13-year  effort  to 
break  into  the  long-distance  business. 

Now  MCI  has  made  a  discovery  that 
could  be  even  more  valuable  than  a  fat 
award.  It  is  teaming  that  a  significant 
sum  of  money  is  to  be  made  from  resi- 
dential long-distance  users,  who  are  less 
reluctant  to  try  new  things  than  com- 
mercial customers.  Specifically,  it  al- 
ready has  180,000  consumer  subscribers 
and  is  adding  20,000  per  month.  By  the 
end  of  1981,  confidently  predicts  MCI 
Chairman  William  G.  McGowan,  52, 
consumer  accounts  will  provide  close  to 
half  of  MCI's  estimated  $350  million 
revenues. 

How  come?  Though  half  the  nation's 
$30  billion  annual  long-distance  bill  is 
generated  from  homes,  consumers  were 
supposed  to  be  a  tough  sell.  "We  underes- 
timated people's  perception  that  compe- 
tition to  the  telephone  company  exist- 
ed," admits  McGowan,  referring  to  ITT, 


Radio  Shack  and  others  selling  tele- 
phones. MCI  then  iced  the  cake  by  sharp 
promotions  like  its  ten  free  minutes  of 
service  last  Christmas — on  top  of  30%  to 
50%  lower  long-distance  rates  than 
AT&.T.  In  January  American  Express 


started  pushing  MCI  service  to  cert; 
cardholders. 

True,  MCI's  rates  don't  include  f 
Bell's  local  charges  for  connecting  yc 
telephone  with  MCI's  local  electroi 
switchboard.  Also,  MCI's  $5  monthly  I 
for  night  and  weekend  service  needs; 
least  $30  a  month  in  interstate  calls 
offset  it.  "Take  into  account  the  hidd 
charges,"  sniffs  a  Bell  spokesman,  "a 
most  people  won't  save  mone; 
McGowan  agrees — but  MCI  isn't  af: 
most  people,  only  the  10%  who  genen 
49%  of  the  residential  long-distai 
business. 

To  use  MCI,  if  you  live  in  the  65% 
the  U.S.  it  now  serves,  you  first  dial  1 
local  MCI  office  and  then,  on  getting  I 
all-clear  tone,  the  desired  number 
busy  circuit  signal  is  perhaps  5  tini 
more  likely  than  with  Bell,  but  to  t 
user  that  means  service  is  identical  abc 
95%  of  the  time. 

Small  wonder,  then,  that  MCI  r| 
enues  in  the  fiscal  year  to  Mar.  31  will 
up  50%  to  some  $230  million,  and 
expected  to  keep  growing  for  years 
near  that  rate.  Earnings  first  surfaced 
1977  above  the  interest  on  MCI's  lo: 
term  debt  (now  $218  million,  r.v  $1 
million  equity).  Analyst  John  McRae 
Shearson  Loeb  Rhoades  estimates  ea 
ings  at  50  cents  a  share  in  1981  and  $1 
in  1982. 

If  that  $1.8  billion-plus  jury  aw, 
stands  up,  or  ATikT  settles  out  of  coi) 
what  will  MCI  do  with  the  mom 
McGowan  might  prefer  to  forgo  much 
It  for  free  access  to  scarce  microw; 
gear  and  towers  owned  by  AT(!kT.  T 
would  enable  him  to  cut  costs  during 
six  years  he  now  estimates  will  be  ne 
ed  to  complete  his  network. 

And  then?  MCI  will  still  be  a  mo 
looking  lustfully  at  an  elephant.  ■ 


M(.l  CbamHeiii  Bill  Mcdioucin  tit  one  of  the  coni/xon's  electroiic  suilcbhocirds 
Potent  combo:  30%  to  50%  cheaper  long-distance  Tates,free  Christmas  caUi 
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)eveloping  More  Energy  In 
i  Period  Of  Scarce  Capital 
im  Market  \^LATiLiTY. 


?ative  thinking  leads  to  the  mobilization 
:apital  to  serve  First  Boston 's  customers. 
Theodore  V.  Fowler 

The  pressure  on  our  country  to 
clop  and  finance  new  energy  sources 
lid  not  have  come  at  a  worse  time. 

Strictly  from  a  capital  market  point 
/iew,  three  circumstances  are  impeding 
jrgy  development.  First,  corporate  and 
lity  balance  sheets  have  deteriorated  to 
point  where  debt-to-capital  ratios 
DOse  massive  refinancing  burdens  on 
porate  America.  Second,  the  tradi- 
nal  long-term,  fixed-income,  public  and 
vate  bond  market  may  be  shrinking, 
ird,  there  is  now  intense  competition  for 
iding  between  the  private  and  public 
tors,  exacerbated  by  huge  government 
icit  financing. 

At  First  Boston,  we  think  that  one 
y  to  help  circumvent  these  deterrents 
energy  development  is  for  new  energy 
)grams  to  creatively  employ  true  project 
ancing  techniques.  Risk-sharing  prece- 
its  from  other  industrial  sectors  must 
M  be  brought  to  tear  in  helping  to 
/elop,  to  structure,  and  to  finance  such 
;rgy  sources  as  coal  gasification  and 
Lief  action,  solvent-refined  coal,  oil 
lie,  wind,  geothermal,  biomass,  hydro, 
i  nuclear. 

''True  project  financing  techniques 
ly  accelerate  new  energy  development." 

Today  there  are  three  new  risk- 
x;ation  premises  to  supplement  those 
t  have  been  traditionally  available.  For 

government  at  all  levels  now  has 
;  vehicles  and  the  mandate  to  accept 
ne  of  the  risk  in  a  new  energy  venture— 
it  through  creative  tariff  design,  tax 
entives,  direct  loans,  price  or  debt 
irantees,  cost-sharing  arrangements  or 
ler  devices.  For  another,  contractors 
)plying  technology,  g(X)ds,  and  services 
jnergy  projects  are  beginning  to  show  a 
lingness  to  assume  greater  contractual 
ponsibility  for  their  cost  and  operating 
^ormance.  Most  important,  though, 
ditional  lending  sources  (banks"and 
titutionsi  are  entertaining  creative  new 
ms  of  investm.ent  in  order  to  shelter 
;mselves  from  the  realities  of  an 
lation-plagued  capital  market.  Lenders 
:  tending  to  become  investors  in  order 
^ain  greater  portfolio  performance. 

One  example  of  how  risk  allocation 
rks  is  a  proposal  structured  by  First 
ston  for  an  80  megawatt,  $320  million 
id  energy  project  involving  new  tech- 
logy.  In  this  case,  vendors  will  absorb 
istantial  technological  and  completion 
^  through  a  lump-sum,  turn-key  contract 
h  definite  delivery-date  and  perform- 

i  Fowler  is  Managing  Director  and  head  of 
l5-member  Project  Finance  Group  at  our 
'dauarters  in  New  York:  20 Exchange  Place, 
A>  York  NY  10005.  Phone  (212)  825-2000. 


ance  assurances.  Institutional  investors 
are  considering  equity  investment  in  the 
project  in  conjunction  with  their  loans  that 
assume  the  wind  risk.  And  the  Department 
of  Energy,  under  new  enabling  legislation, 
has  been  asked  to  provide  a  working 
capital  pool  that  will  adequately  assure 
the  early  positive  cash  flow  of  the  project 
—  until  tariff  revenues  from  the  power 
purchaser,  which  escalate  with  oil  prices, 
render  the  project  self-sustaining. 

"Lenders  are  tending  to  become 
investors." 

Not  only  have  we  acted  in  this  project 
to  get  both  the  government  and  the  private 
sector  working  together,  but  we  think  that 
the  risks  have  been  fairly  allocated.  For 
instance,  the  vendor  stands  to  profit  if  the 
project  is  successful,  because  he  will 
become  a  preferred  supplier  in  the  wind 
business.  Similarly,  the  investor/lender 
stands  to  participate  in  a  revenue  stream 
related  directly  to  the  price  of  oil. 

In  this  and  in  other  alternate  energy 
and  synfuels  projects,  our  philosophy  is 
twofold:  (1)  private-sector  management 
and  financial  commitment  to  better  assure 
project  completion;  and,  in  certain  cases, 
(2)  government  involvement  to  safeguard 
industry  from  environmental,  regulatory, 
and  unprecedented  inflation  and  market 
risks. 

There  are  more  variables  than  ever 
before  in  the  project  finance  equation.  In 
handling  them,  the  project  team  at  First 
Boston  has  the  advantage  of  the  firm's 
leading  involvement  in  all  domestic  and 
international  capital  markets  that  may  be 
relevant.  This  perspective  has  allowed  us 
to  obtain  commitments  for  more  than  $1.5 
billion  in  non-recourse  project  debt 
financing  in  198(J  alone. 

With  our  resources,  we  are  increasing 
the  prospect  for  structuring  energy 
projects  that  will  fairly  ask  lenders  and 
portfolio  investors  to  put  capital  at  a 
greater  risk  than  when  buying  A-rated, 
fixed-income  corporate  debt.  Formulating 
project  investments  in  this  way  should 
broaden  and  accelerate  corporate 
America's  energy  development  effort. 
The  end  result  should  be  earlier  energy 
independence  for  our  nation.  And  First 
Boston  is  proud  to  be  making  its  contribu- 
tion—creative capital  raising  in  a  con- 
strained capital  market  environment. 

S  First  Boston 
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Despite  1980's problems,  Rexnord  has  a  stellar 
growth  record.  One  reason  why:  Bob  Krikorian 
is  always  skeptical — even  of  his  own  salesmen. 


A  break 
in  the  chain 


By  Jean  A.  Briggs 

One  of  our  vice  presidents  came  in  and 
said,  "Things  are  wonderful.  We're  going 
to  do  $90  million  more  business  next 
year." 

I  said,  "No,  we're  not." 

"But  we're  sure.  Our  guys  are  out 
there,  the  orders  are  there." 

"I  didn't  tell  you  the  business  wasn't 
there,  I  just  told  you  we  are  not  going  to 
do  $90  million  worth." 

"Why  not?" 

"Because  we  can't  afford  to  fund  $90 
million  worth." 

That's  Robert  V.  Krikorian  talk- 
ing. He  is  the  irrepressible  chief 
executive  of  Rexnord  Inc.,  a  highly 
diversified  and  little-known  Milwaukee- 
based  manufacturing  company.  Krikor- 
ian, 61,  has  the  solid  look  of  a  Midwest- 
erner  though  he  comes  from  an  Arme- 
nian refugee  community  m  Connecticut. 
He  not  only  runs  $1.1  biUion-a-year  Rex- 
nord, he  is  also  deeply  involved  with  the 
Milwaukee  Art  Museum  and  is  an  avid 
collector  of  18th-century  American  fur- 
niture. A  man  of  great  energy  and  nimble 
mind,  Krikorian  can  move  from  subject 
to  subject  with  a  rapidity  that  listeners 
can  scarcely  follow. 

He  uses  the  story  about  thwarting  his 
salesmen  to  illustrate  his  home-grown 
management  strategy.  For  the  past  nine 
years  Rexnord  has  reported  regular  earn- 
ings gains  averaging  13.4%  annually — an 
enviable  record  among  capital-goods  pro- 
ducers. Current  results  are  less  spectacu- 
lar, but  still  impressive:  Before  account- 
ing changes,  earnings  of  $2.38  for  the 
year  ending  m  October  were  off  by  14%. 
"Look  at  the  industries  we  serve,"  says 
Krikorian.  "Automobiles,  construction 
and  agriculture  have  all  been  hit  hard, 
and  mining  hasn't  exactly  been  robust.  If 
we  were  still  where  we  were  in  the  Six- 
ties, our  position  would  be  terrible." 

In  fact,  a  healthy  dose  of  skepticism 
helped  Rexnord  weather  the  current 
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New  products  far  the  future. 

slump  better  than  some  of  its  competi- 
tors. For  example,  Dana  Corp.'s  earnings 
declined  over  40%;  Allis-Chalmers'  are 
expected  to  decline  almost  as  much. 
"When  you  see  backlogs  shooting 
straight  up,  you  have  to  be  careful,"  says 
Krikorian,  preparing  to  tell  another  sto- 
ry. "In  one  instance  I  ordered  our  people 
to  go  back  to  distributors  to  see  if  all  our 
orders  were  firm.  If  not,  cancel  them.  We 
don't  want  to  get  stuck.  A  month  later 
they  said  everything  was  firm,  so  I  said, 
'Tell  them  if  they  cancel  anything  30 
days  from  now  there  will  be  a  charge.'  All 
of  a  sudden  some  of  those  orders  were 
canceled."  That  tactic,  of  course,  helped 
assure  that  Rexnord  wasn't  sitting  with 
huge  inventories  during  a  crunch. 

Krikorian  learned  to  plan  so  conserva- 
tively from  experience.  He  joined  the 
company  in  1950  when  he  was  30  and 
fresh  out  of  Yale.  He  had  already  worked 
for  seven  years  as  a  tool-and-die  maker 
and  served  in  the  Navy.  Rexnord,  initial- 
ly a  manufacturer  of  chains  for  agricul- 
tural equipment,  had  expanded  into  con- 
struction equipment  by  the  time  the  in- 
terstate highway  program  began.  "There 
were  four  suppliers  of  one  concrete  ma- 
chine and  we  were  shipping  90  to  120 
units  per  year,"  he  explains.  "The  gov- 


ernment told  us  that  the  industry  wc 
need  to  produce  270  units  per  year.  ' 
year  we  were  supposed  to  ship  270, 
technology  changed  and  we  shipped  ] 

Such  problems  add  to  the  risks  ofi 
cyclical  capital-goods  business- 
things  began  changing  for  Rexnorc 
1963.  Krikorian  and  William  Messin 
chairman  until  he  retired  last  Janu 
saw  the  light  when  they  were  develoi 
a  new  five-year  plan.  "Since  1892  i 
company  had  grown  with  zigs  and  za, 
says  Krikorian.  "It  doubled  in  size 
profitability  about  every  eight  years. i 
then  found,  however,  that  instead  of 
ing  on  the  trend  line  we  would  ha\ 
$40  million  shortfall."  To  set  thi 
right,  Rexnord's  managers  moved 
downtown  offices,  away  from  opcrati 
pressures,  and  became  their  own  th 
tank.  Krikorian  and  his  colleagues  r 
ized  that  the  components  business  w 
good  base — even  during  a  recession,; 
placement  parts  sell — but  they  wantej 
smooth  out  its  cycles.  ; 

"We  want  to  stay  in  areas  we  unj 
stand,"  says  Krikorian.  So  Rexnordi 
gan  Its  diversification  by  building  mii 
als  mining  equipment.  "The  mimn^ 
cle  IS  different  from  most  capital-ga 
cycles,"  he  explains.  Later,  the  compi 
moved  into  aerospace  fasteners  and  ] 
lution  control  equipment.  Now  Krii 
lan  has  his  eye  on  electrical  controls. 

The  new  strategy  is  beautifully  sim 
Largely  through  acquisitions,  Rexn 
aims  to  diversify  with  the  capital-gd 
sector  by  serving  multiple-end  mark] 
As  a  supplier  of  components  to  Intej 
tional  Harvester  and  lohn  Deere,  for] 
ample,  Rexnord  is  in  a  business  ^ 
moves  with  farm  prices.  Its  pollut 
control  gear,  on  the  other  hand,  sells  II 
when  federal  funding  is  highest, 
sales  of  fasteners  for  appliances  and  au 
mobiles  tend  to  match  consumer  spa 
ing.  The  end  result:  Rexnord's  sales  hi 
more  than  tripled  over  the  past  ten  ye) 
and  no  one  product  accounts  for  rrl 
than  15%  of  its  total. 

That  growth  has  been  profitable,  ■ 
Rexnord  has  earned  an  average  15.4% 
stockholders'  equity  for  the  past  , 
years,  a  record  that  has  caught 
watchful  eye  of  Teledyne's  Henrv'  Sin 
ton,  who  owns  about  6'/o  of  Rexno 
stack.  But  Krikorian  is  still  not  satisf 
Convinced  that  Rexnord's  strategy 
now  firmly  in  place,  he  has  turned 
energies  to  reorganization.  Instead 
team  approach,  managers  of  the  var 
business  units  now  will  be  expectei 
set  their  own  goals  and  to  meet  th 
And  he  wants  to  boost  his  retun 
18%— or  else. 

Seen  from  the  35th  floor  of  the  1 
Wisconsin  Center,  the  city  of  Milwau 
and  Lake  Michigan  look  inviting.  So, 
does  Rexnord's  future.  It  will  benefit  t 
any  increase  m  capital  spending — am 
there's  a  boom,  so  much  the  better.  ■ 
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Personal 
Affairs 


Edited  By  William  G.  Flanagan 

eting  college  costs- 
Part  2 

W  hat  exactly  will  it  cost  you,  the 
r  parent,  to  send  your  child  to 
college?  Common  sense  dictates 
le  amount  would  depend  upon  the 
'.  and  how  much  tuition  it  charges. 
;.  In  private  schools,  at  least,  it 
is  much  more  on  how  much  you 
»ur  spouse  earn,  how  much  you  are 
and  how  exceptional  your  young- 
dght  be.  And  that  is  exactly  why 
id  your  offspring  should  not  select  a 

strictly  on  the  basis  of  its  tuition 
es.  As  we  noted  in  Part  1  (Jan.  19), 
)f  the  freshman  class  at  Harvard 
£  some  form  of  aid. 
le  student  and  parents  still  foot  the 
share  of  the  college  bill — to  the 
f  about  $20  billion  annually — there 
ther  $15  billion  in  grants,  loans, 
rships  and  work  programs  that  is 
ioned  largely  on  the  basis  of  need. 

despite  what  may  seem  like  a 
healthy  income  level,  you  could 
^  for  at  least  some  help.  Example:  If 
m  $80,000  a  year,  have  two  kids  in 
I,  but  have  only  $20,000  in  assets, 
3uld  qualify  for  $1,000  loans  for 
hild  at  low  interest  rates,  in  addi- 
I  federal  loans.  But  you  will  still  be 
ed  to  come  up  with  $7,500  per 


child,  per  year,  if  the  kids  are  attending 
more  expensive  schools. 

On  the  other  hand,  if  you  are  earning 
$30,000  a  year,  have  three  kids  and 
$50,000  in  assets,  some  schools  may 
grant  and  lend  your  youngsters  several 
thousand  each.  Your  total  tab  out  of 
pocket  could  come  to  only  $2,850  per 
child,  per  year. 

If  all  this  sounds  a  bit  complicated, 
well,  it  is.  The  accompanying  table  will 
give  you  ball-park  figures  for  how  much 
money  you  could  personally  be  expected 
to  come  up  with  each  year  for  each  child 
(provided  the  schools  charge  at  least  that 
much,  of  course).  The  balance  of  annual 
costs,  if  any,  will  be  met  in  a  variety  of 


ways,  depending  upon  the  school, 
through  loans,  grants  and  the  student's 
own  contributions. 

Determining  exactly  how  much  you 
will  be  expected  to  contribute  involves  as 
grueling  a  financial  analysis  as  you  have 
ever  undergone.  And  college  financial  aid 
officers  are  a  lot  more  difficult  to  fool 
than  even  the  IRS.  Remember,  it's  the 
school's  money  they  are  talking  about 
doling  out.  It's  no  accident  that  a  lot  of 
college  presidents  spent  time  as  financial 
aid  officers.  They've  learned  to  throw 
nickels  around  like  manhole  covers. 

It  all  begins,  naturally  enough,  with 


What  you  can  expect  to  pay 


»w,  rough  figures  on  how  much  you  as  a  parent  would  be  expected  by  a 
cal  school  to  contribute  to  college  costs  before  the  school  considered 
ring  financial  aid.  It  assumes  one  wage  earner,  45  to  49  years  old,  one  child 
allege  and  an  average  of  about  $30,000  in  assets.  Your  age  and  the  amount  of 
ts  you  or  your  child  have  could  change  the  picture  considerably,  as  could 
ing  more  than  one  child  in  college.  For  two  children  in  college,  simply 
de  the  expected  payment  in  half  and  add  about  $200. 


rents'  adjusted 


-number  of  family  members- 


;ross  income 

3 

4 

5 

6 

7 

$20,000 

$1,290 

$  890 

$  510 

$  70 

$  0 

23,000 

1,740 

1,300 

920 

500 

180 

26,000 

2,240 

1,730 

1,320 

910 

590 

29,000 

2,890 

2,280 

1,800 

1,330 

1,020 

32,000 

3,640 

2,910 

2,340 

1,790 

1,450 

35,000 

4,440 

3,640 

2,980 

2,320 

1,910 

38,000 

5,210 

4,420 

3,680 

2,920 

2,450 

41,000 

5,910 

5,140 

4,430 

3,600 

3,050 

44,000 

6,600 

5,830 

5,120 

4,300 

3,710 

47,000 

7,290 

6,520 

5,810 

4,990 

4,400 

50,000 

7,950 

7,210 

6,500 

5,680 

5,090 

53,000 

8,550 

7,820 

7,130 

6,340 

5,780 

56,000 

9,160 

8,420 

7,740 

6,950 

6,380 

59,000 

9,770 

9,030 

8,340 

7,550 

6,990 

62,000 

10,370 

9,630 

8,950 

8,160 

7,600 

detailed  questionnaires.  You  will  have  to 
complete  the  Basic  Educational  Opportu- 
nity Grant  (BEOG)  form,  or  either  the 
College  Board's  Financial  Aid  Form  (FAF) 
or  the  Financial  Family  Statement  (FFS) 
published  by  the  American  College  Test- 
ing Program.  These  forms,  which  can  be 
obtained  from  your  youngster's  high 
school  counselor  or  college  financial  aid 
offices,  should  be  filled  in  and  sent  away 
for  processing  as  soon  as  possible  after 
Jan.  I  of  the  year  he  or  she  is  due  to 
graduate  from  high  school. 

The  BEOG  is  a  federal  form,  determin- 
ing your  grants  of  $150  to  $1,750  per 
year.  While  it's  unlikely  anyone  in  the 
middle-  or  upper-income  brackets  would 
qualify  for  that  assistance,  colleges  often 
require  information  on  the  form  for  their 
own  aid  and  loan  purposes. 

The  FAF  and  FFS  forms  are  similar  to 
the  BEOG,  but  are  more  detailed.  They, 
too,  are  used  by  colleges  to  determine 
what  aid,  if  any,  you  can  get  from  the 
school  itself  or  from  state,  local  or  insti- 
tutional agencies.  Note:  FAF  is  adminis- 
tered by  the  College  Board;  the  FFS  by 
the  American  College  Testing  Program. 
To  a  degree,  they  compete  and  overlap. 
Most  colleges  subscribe  to  the  College 
Board  program. 

Here's  the  kind  of  information  you 
will  be  required  to  disclose  on  the  BEOG, 
FAF,  and  FFS  forms:  total  income, 
broken  down  by  source;  all  your  current 
assets  (including,  at  present  at  least,  eq- 
uity in  a  home);  mortgage  and  living 
expenses;  and  outlays  for  uninsured 
medical  and  dental  treatment— any  sig- 
nificant expense.  You'll  also  have  to  indi- 
cate alimony  payments,  if  any;  the  na- 
ture of  your  divorce  or  separation  agree- 
ment; and  what  your  child's  assets  and 


Source:  College  Scholarship  Sendee 
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income  were  the  previous  year.  "What 
we  are  looking  for,"  says  Hal  F.  Higgin- 
botham  Jr.,  director  of  financial  aid  at 
New  York  University,  "is  discretionary 
income.  We  protect  a  portion  of  assets 
for  retirement,  and  apply  the  rest.  We 
don't  take  the  whole  house  at  once,  we 
take  only  one  bedroom  a  year." 

Continues  Higginbotham:  "These 
forms  tell  us  an  enormous  amount  about 
the  family.  But  if  a  family  is  asking  us  for 
assistance,  we  feel  we  have  a  legitimate 
right  to  ask  these  questions." 

If  you  own  your  own  business  or  farm, 
get  ready  for  the  third  degree.  You  might 
have  to  disclose  such  things  as  all  your 
business  deductions  (including  depreci- 
ation), business  cash  accounts  and  other 
assets,  present  market  value  of  land  and 
buildings,  and  accounts  receivable — in 
short,  more  information  than  even  your 
own  accountant  probably  knows. 

Once  it's  filled  out — and  you  should 
leave  yourself  at  least  a  full  afternoon  to 
do  so — promptly  mail  the  forms  to  the 
appropriate  agencies  for  processing.  It  is 
important  to  be  prompt  because,  all  oth- 
er things  being  equal,  aid  is  dispensed  on 
a  first  come,  first  served  basis.  (Process- 
ing takes  at  least  four  weeks.)  There  is  a 
$5.50  fee  for  processing  the  FAF  form, 
which  includes  mailing  data  to  one  insti- 
tution. Each  additional  mailing  is  $3.50 
(FFS  processing  is  similarly  priced).  If  you 
want  a  copy  of  the  results,  add  another 
$1.  By  all  means  do  this.  It  will  tell  you 
how  much  the  College  Board  or  the 
ACTP  recommends  you  contribute  to 
your  offspring's  expenses.  If  he  or  she  is 
going  to  a  state-supported  college,  that 
figure  is  pretty  much  chiseled  in  stone.  It 
is  only  at  the  much  more  expensive  pri- 
vate schools  that  the  College  Board  or 
ACTP  contribution  recommendation 
can  be  significantly  amended. 

Once  your  youngster  has  been  accept- 
ed at  a  college,  the  financial  aid  officer 
deternunes  exactly  what  aid,  if  any,  you 
will  receive.  He  might  ask  for  additional 
documentation.  Some  schools  routinely 
ask  for  copies  of  tax  forms,  for  example. 
And  different  agencies  may  weigh  cer- 
tain facets  of  your  economic  profile  in 
different  ways.  In  determining  aid  or 
loan  eligibility,  Uncle  Sam,  for  example, 
only  cares  about  the  income  of  the  par- 
ent with  whom  the  child  is  living.  But 
many  colleges  want  to  know  both  par- 
ents' incomes — even  though  separated  or 
divorced — and  whatever  legal  arrange- 
ments were  made  for  student  support. 

Note:  Today,  many  parents  who  would 
otherwise  qualify  for  some  federal  aid  or 


loans  get  knocked  out  of  the  box  because 
of  the  asset  value  of  their  homes.  Start- 
ing with  the  1982-83  academic  year,  the 
market  value  of  a  home  will  no  longer  be 
considered  on  aid  applications.  The  rea- 
son, of  course,  is  that  many  parents  are 
punished  for  the  inflated  value  of  the 
homes.  (Many  college  aid  officers,  how- 
ever, will  still  give  some  consideration  to 
the  fact  that  you  do  own  a  home  and  that 
it  does  have  loan  value.) 

After  all  is  said  and  done,  you  will  have 
a  hard  figure  to  deal  with— you  will  know 
exactly  how  much  you  have  to  come  up 
with  and  what,  if  any,  aid  your  youngster 
can  expect.  It  will  doubtless  still  be  a 
stunner. 

Next:  Cash  solutions,  conventional  and 
otherwise  —CieraM  Ckicmtig 

Sic  transit  transit 

If  you  drive  to  work,  you  don't  need 
reminding  what  the  rising  car,  gaso- 
line, insurance  and  parking  costs  have 
done  to  the  total  tab  of  those  daily  com- 
mutes. The  burden  has  become  so  oner- 
ous— $270  or  more  per  month  is  common- 
place— that  an  increasing  number  of  cor- 
porations are  finding  ways  to  help  lower 
the  driving  costs  for  employees. 

First  of  all,  there  is  increased  use  of 
company-owned  or  leased  cars.  Second, 
some  companies  are  helping  to  ease  their 
employees'  auto  insurance  costs.  And 


comes  to  $4,500.  In  many  cases,  a 
part  of  that  cost  reverts  back  to  the 
ployee  anyway,  to  keep  the  IRS  ha 
Many  employers  charge  directly  fop 
personal  use  of  the  car  on  a  pro  rata  bi 
Even  if  there  is  no  "charge  back,"' 
value  of  the  perk  is  added  to  the  emj 
ee's  W-2  statement. 

Company  contributions  to,  or  assu 
tion  of,  auto  insurance  is  likewise 
sidered  a  taxable  benefit,  and  that 
has  dampened  employee  desire  for 
the  past.  At  the  collective  bargainin 
ble,  employer  assumption  of  auto  ir 
ance  has  taken  a  back  seat  to  othel 
mands.  But  rising  costs  may  be  chant 
all  that.  (And  remember,  what  is  wq 
the  union  shop  through  hard  bargai 
is  usually  given  to  white-collar  t 
automatically.)  | 

It  would  require  a  change  in  federal 
to  enable  auto  insurance  to  be  prov| 
as  a  benefit  the  same  way  as  med| 
dental  or  group  life  insurance  witj 
any  IRS  problems.  But  such  legisl^ 
has  been  introduced  in  the  past,  and 
be  considered  again,  says  Senator  Rc 
W.  Packwood  (R-Ore.). 

Still,  some  employers  are  alread 
fering  group  auto  insurance  to  their 
ployees,  which  they  themselves 
But  the  group  rates  are  lower  thai 
individuals,  of  course.  And  anc 
handful  of  companies  are  not  only  ( 
ing  group  rates  but  also  picking 


third,  and  most  far-reaching,  is  the  emer- 
gence of  the  van  pool.  This  eliminates 
the  automobile  completely — and  the  pri- 
vacy and  the  autonomy  that  go  with  it. 

Time  was  when  only  salespeople  and  a 
very  few  top  executives  drove  company 
cars;  increasingly  it  has  become  a  nego- 
tiable perk  for  anyone  from  the  mid- 
management  level  up.  It  IS  certainly 
worth  a  try  when  you  next  change  jobs. 
According  to  Runzheimer  &  Co.,  in 
1974,  67%  of  1,126  U.S.  business  firms 
furnished  executive  cars.  In  1981-82, 
that  figure  will  rise  to  77%,  says  Runz- 
heimer, and  more  executives  per  com- 
pany are  now  entitled  to  corporate 
wheels. 

But  the  cost,  based  on  a  mini-survey  in 
December,  is  substantial  indeed  for  the 
company.  For  only  an  intermediate  car, 
driven  15,000  miles  yearly,  the  cost 


percentage  of  the  tab  for  each  emplc 
But  it  is  the  elimination  of  the  net 
an  automobile  altogether  that  is 
newest  trend.  Van  pooling,  an  outgn 
of  car  pooling,  is  now  coming  of  ag 
1975,  according  to  Hertz,  there 
only  about  300  separate  van  pools  n 
eration  nationally;  now  there  are  a 
20,000.  Hertz,  of  course,  has  a  \i 
interest  in  promoting  pools.  It  1 
those  vans,  and  so  will  bend  over  \ 
wards  to  help  companies  start  up 
pools.  Already  there  are  over  100  r 
corporations  using  them. 

Hertz  has  come  up  with  some  intt 
ing  figures  to  prove  its  case: 

•  The  ex-driver  benefits.  An  esti 
ed  78  million  Americans  commut 
car  each  day.  Based  on  a  round  trip 
miles  a  day,  including  gas,  extra  wea 
tear,  etc.  on  the  car,  each  individual 
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The  Gold  Coins  of  Mexico 


o  "Centenario' 

■ineweight 
057  Iroy  ozs. 


20  Peso  "Azteca" 

Fineweighl: 
4823  froy  ozs. 


;  ;^  Once  you  know  the  story  behind  theni,  p 

The  Gold  ('oins  of  Mt-xia^  artMifficial  rtvstnkes  (■)["  the  t<ov      arc  also  available  '       '  ,  > 

iK'iit  of  Mexico,  minted  hy  the  ("..isa  de  Moneda  de  Maiiy  pec')ple  c()iisider  tlie  value  aiid  purchasing  power  or*, 

ico,  the  oldest  mint  in  the  western  hemispliere,  es  ^y^^'^^^BS^^  ^^^^^  '"^  alternative  hedge  against  inHation.  Of 
shed  in  1535  Hxckisively  minted  lor  the  Mexican  /j^^i^^^HS|^v  course,  the  decision  to  own  gold  is  a  highly  f:)ersonal 
'nil  Reseive  Fiank,  Banco  de  Mexico,  The  Cicild    /.-'  '^^^^B^^H^  which  risks  and  advantages  should  be  care 

IS  ot  Mexico  have  enioved  a  line  lenulation  \'^S^.mmtB^^^      fi  illv  ronsiciered  in  lioht  of  one's  soecilic  financial 


•nil  Keseive  llink.  Banco  de  Mexico,  The  (>old 
IS  of  Mexico  have  enjoyed  a  line  reputation 
ighmit  the  world  for  many  years.. 
Now.  AnH'iicans  who  have  made  the  de 
^^  to  purchase  gold  coins  have  tlie  op 
■  inity  to  acquire  The  Gold  Goins  of  Mexico 
e  United  States  at  the  following  hanks:  Giti- 
<,  Swiss  Bank  GiMporation  <ind  Republic  Na- 
il Bank  of  New  Y(M  k 
The  C'iold  Goins  of  Mexico  not  only  priwide  the  con- 
ence,  poiiabili  ty  <ind  liquidity  of  owning  gold  in  coin 
1,  but  they  <rlso  offer  more  alternative  choices 
nirchasers  Mexico's  SO  peso  gold  piece, 
e  conimonly  known  .is  the  "Gente 
\  is  the.  heaviest  of  all  high  circula 
gold  bullion  coins  in  the  world 
;ting  a  high  gold  content  oi  1  2057  triiy 
ces.  The  'Aiiteca,  Mexicpsj  2Q  peso  gold 


ACTUAL  SIZE 


THE 
GOLD  COINS 
OF 


one  in  which  risks  and  advantages  should  be  care- 
fully considered  in  light  of  ones  specific  financial 
and  investment  goals  Since  gold  is  a  commod 
ity,  its  value  is  subject  to  continual  market 
fluctuations. 

Over  the  years,  The  Gokj  Goins  of  Mexico 
have  become  among  the  most  popular  gold  bul- 
lion coins  in  Ilie  world.  Due  to  the  careful  crafls- 
nianship  of  Gasa  de  McMieda  de  Mexico  ;md  the  wide 
distribution  of  these  coins,  you  can  usually  avoid  the,- 
cost  and  delay  of  determihing  their  authenticity  upon  re- 
sale. As  with  all  gold,  coins,  your  purchase  price  in- 
eludes  a  premium  above  the  , then  current  market 
price,  of  gold  bullion  to  cover  minting  and 
distribution  Furthcrrnpre,  purchases^ 
may  be  subject  to  state  and  local  taxes.  - 
.Call  any  of  the  following  k)ll  free  num- 
,  Ipers  for  up-tci-the-minute  prices.  For  additional 


j^iyld  coins  (if , smaller  denomiivitions  'XT  J.*-/^  m.A'Wf^yi-r    1812,  New  York,  N.Y  10017. 

The  Gold  Coins  of  Mexico  are  excIusivelY  supplied  to: 
ank.  NA  800-223-1080    Swiss  Bank  Corporation  800-221-9406    Republic  National  Bank  of  New  York  800-223-0846 

«e  call  collect:  212-559-6041         MY.  State  call  collect:  212-938-3929  MY.  St^te  call  collect:  212-930-6338 

The  Gold  Coins  of  Mexico  are  also  available  at  coin  dealers  plas  selected  bailks  throughout  the  country. 
The  Gold  Coins  of  Mexico  is  a  Service  Mark  of  Banco  de  Mexico,  Mexico  City. 
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er's  cost  of  commuting  comes  to  over 
$3,000  per  year.  Van  pooling — assuming 
14  passengers  and  one  driver — cuts  that 
cost  by  as  much  as  88%  for  the  lone 
driver.  On  a  monthly  basis,  Hertz  figures 
the  van-pool  rider  would  have  to  pay  an 
average  of  about  $31,  rs.  close  to  $270  for 
driving  alone.  And  in  many  cases,  this 
eliminates  the  need  for  a  second  or  third 
car,  because  it  greatly  extends  the  first 
car's  life. 

•  The  society  benefits.  If  just  one 
commuter  in  ten  sv^itched  from  private 
automobiles  to  vans,  the  resulting  sav- 
ings in  gasoline  would  be  5.5  billion  gal- 
lons a  year,  and  air  pollution  would  be 
reduced  by  seven  tons  annually.  Since  a 
typical  15-place  van  replaces  an  average 
of  10  cars,  this  not  only  relieves  parking 
problems  and  eases  congestion,  but  each 
van  represents  a  saving  of  10,000  gallons 
of  gas  per  year. 

•  The  company  benefits.  Space  re- 
quired for  parking  areas  is  reduced.  Pool- 
ing reduces  lateness  and  absenteeism.  It 
expands  the  labor  market,  enabling  those 
without  cars  or  public  transportation  to 
travel  to  work. 

The  way  van  pools  operate  is  simple: 
Everyone  chips  in  for  all  th^  costs,  al- 
though the  company  may  offer  some  as- 
sistance, especially  in  the  beginning 
when  the  pool  is  being  formed.  The  driv- 
er, who  must  look  after  maintenance, 
fuel,  etc.,  gets  a  free  ride — and  also  free 
weekend  use  of  the  van. 

Hertz  leases  its  vans  for  about  $450  per 
month,  excluding  gas,  oil  or  insurance, 
on  a  36-monthy50,000-mile  lease.  Other 
leasing  companies  offer  shorter  leases, 
even  on  a  month-to-month  basis. 


Savings  bonds 

We  all  know  that  U.S.  savings 
bonds  are  practically  an  embar- 
rassment as  an  investment  ve- 
hicle. But  savers  even  now  hold  roughly 
$72  billion  worth.  And  not  all  are  folks 
who  simply  don't  know  any  better.  In 
small  denominations — under  $1,000 — 
the  bonds  do  pay  higher  interest  than 
passbook  accounts,  and  they  are  conve- 
nient ways  of  making  gifts  to  nephews, 
nieces,  etc. 

Now  a  New  York  SS^L,  County  Federal 
Savings  &  Loan,  has  come  up  with  a  way 
of  beating  Uncle  Sam  at  his  own  game.  It 
is  selling  a  "growth  savings  bond"  for 
25%  less  than  the  govemment  does. 
That  is,  a  $25  bond  costs  $10;  a  $50 
bond,  $20;  a  $100  bond,  $40;  a  $500 
bond,  $200;  and  a  $1,000  bond  costs 
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$400.  In  ten  years,  the  recipient  collects 
full  face  value. 

The  Treasury  has  been  selling  bonds 
that  way  ever  since  [ohnny  went  march- 
ing off  to  war,  of  course,  but  at  much  less 
attractive  rates.  Even  today,  after  several 
recent  increases  in  the  interest  rate, 
"EE"  bonds  are  no  bargains.  They  are 
sold  in  denominations  from  $50  to 
$10,000  for  half  their  face  value— />  ,  a 


$1,000  bond  costs  $500— and  matur 
nine  years.  That  current  rate  of  int 
is  only  8%  (compounded),  County  Fi 
al's  rate  is  9.6%  (compounded). 

County  Federal,  which  claims  t 
the  only  institution  in  America  off( 
such  savings  bonds,  did  a  brisk  busi 
prior  to  Christmas,  largely  in  the  sm 
denominations.  Penalty  for  early  \ 
drawal  is  six  months'  interest. 


The  very  cheek  of  it  < 

Troublesome  skin  isn't  only  a  wom-  centers  former  New  York  Cosmos 

an's  problem,  of  course.  And  now  a  Franz  Beckenbauer,  Peter  Falk,  Do 

lot  of  male  executives  are  paying  Sutherland  and  Village  Voice  Publi 

at  least  as  much  attention  to  skin  care  as  Bill  Ryan.  In  all,  men  now  comprise 

to  a  trim  waistline  and  a  modern  hair-  to  30%  of  the  customers  at  facial  sa 

style.  Especially  if  they  regularly  appear  Twice  a  week,  or  twice  a  year,  as 

before  industry  or  stockholder  groups,  or  need  dictates,  men  are  skipping  lun 

on  television — where  even  makeup  has  for  hour-long  treatments  at  $35  a  vis 

its  limits.  Not  that  the  salons  go  out  of  their 

Count  among  the  regulars  at  skin  care  to  serve  male  clients.  The  general  fe( 


Village  Voice  Publisher  Bill  R\  an 

Without  occasional  treatments,  he'd  be  "one  rather  large  skin/lake.' 
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How  good  do  you 
tiave  to  be  to  own 
a  Hasselblad? 


The  reputation  that  Hasselblad 
ijoys  as  the  choice  of  professional 
Inotographers  and  advanced 
Tiateurs  might  lead  you  to  believe 
lat  it's  a  difficult  camera  to  use. 
bthing  could  be  further  from  the 
uth.  In  many  respects  a  Hasselblad 

easier  to  use  than  other  cameras, 
espite  the  extraordinary  results 

gives. 

Consider  the  viewing  system,  for 
<ample.  You  don't  have  to  squint 
■ith  one  eye  through  a  tiny  peep- 
ole.  Instead  your  subject  is 
rojected  big  and  bright  onto  the 
V^"  X  ZU"  ground  glass  screen.  This 
lakes  it  considerably  easier  to 
Dmpose  your  photograph  and  to 
3CUS  accurately.  And  what  you  see 
I  the  viewfinder  is  two-dimensional, 
ist  like  your  finished  prints  or 
ides. 


A  further  aid  to  creativity  is  the 
automatic  depth  of  field  indicator 
on  the  lens  that  gives  you  a  choice  of 
settings  that  will  put  the  foreground 
or  background  in  or  out  of  focus. 

A  Hasselblad  handles  beautifully. 
It  cradles  comfortably  in  the  palm  of 
your  hand.  All  controls  are  logically 
placed  and  easy  to  reach  (the  U.S. 
Astronauts  were  able  to  operate 
their  Hasselblad  cameras 
on  the  moon  while  wearing 
bulky  gloves). 

As  a  matter  of  fact,  a 
Hasselblad  lets  you  do 
things  you  can't  do  with 
a  35.  Such  as  viewing  and 
shooting  with  the  camera 
held  upside  down  over- 
head (great  for  shooting 
over  crowds).  Or  for 
taking  pictures  at  ground 


level  without  having  to  lie  down 
(useful  for  nature  photographs,  or 
for  shooting  at  unusual  angles). 

Changing  film  is  a  simple  matter 
with  a  Hasselblad 
(the  Astronauts 
had  to  do 


that,  too) 
The  film 
magazine  can 
be  detached  in  a 
snap,  even  in  mid-roll, 
and  replaced  with  a  freshly  loaded 
magazine  or  with  a  different  type  of 
film.  This  allows  you  to  switch  freely 
from  black  and  white  to  color,  from 
negative  to  positive  film,  or  from 
daylight  to  tungsten.  You  can  even 
switch  formats.  Your  choices  include 
the  ideal  214"  square  format;  the  6  x 
4.5  cm  format,  which  enlarges  to  8" 
X  10";  or  "superslides"  that  can 
be  used  with  any  35mm  projector, 
giving  a  dramatic,  screen-filling 
image. 

You  also  have  access  to  a  wide 
range  of  interchangeable  lenses  and 
accessories,  because  Hasselblad  is 
the  world's  largest  medium  format 
system. 

Creating  a  camera  of  such 
versatility  and  performance  is  no 
easy  task.  It  takes  a  full  year  to  build 
a  Hasselblad.  But  then  the  lifespan  of 
a  Hasselblad  is  almost  endless  (ask 
any  professional  photographer). 
And  Hasselblad's  design  philosophy 
of  non-obsolescence  assures  that 
today's  accessories  will  even  fit 
a  Hasselblad  camera  of  twenty 
years  ago. 

So,  how  good  do  you  have  to 
be  to  own  a  Hasselblad?  Just  good 
enough  to  want  a  camera  that  can 
make  you  better. 

See  your  Hasselblad 
franchisee!  dealer,  or  write 
for  one  of  our  bulletins  on 
square  composition,  and  a 
comprehensive  brochure  on 
the  Hasselblad  system  to: 

Victor  Hasselblad  Inc., 
Dept.  A31, 
10  Madison  Road, 
Fairfield,  N.J.  07006. 


H  A 

When 
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you  shoot  for  perfection 


Personal 
Affairs 

seems  to  be  that  if  you  feel  uncomfort- 
able visiting  one,  maybe  you  shouldn't  be 
there.  So  separate  entrances  for  men,  and 
separate  times  for  treating  males,  are  no 
longer  common. 

Why  do  men  go  to  the  salons?  Publish- 
er Ryan,  who  has  been  going  to  New 
York's  Georgette  Klinger  for  six  years, 
goes  to  "rest  the  spirit  and  rejuvenate  the 
skin.  Otherwise,  with  all  the  showers  I 
take  after  tennis  and  other  sports,  I 
would  be  one  rather  large  skin  flake." 

There  is  no  question  that  if  you  have  a 
serious  acne  or  other  skin  or  scalp  prob- 
lem the  centers  can  make  a  noticeable 
improvement  in  your  appearance.  They 
are  not  going  to  lop  years  off  your  appear- 
ance or  do  anything  magical,  of  course. 
But  the  treatments  are  so  relaxing  that 
that  alone  can  almost  make  them  worth 
the  freight. 

All  salons  have  private  rooms.  After 
you  have  relaxed  a  few  minutes  alone  in 
a  recliner  or  on  a  padded  table,  a  "facial- 
ist"  begins  massaging  and  cleaning  your 
face  with  creams.  The  massage  contin- 
ues for  about  10  minutes.  Then  you  are 
subjected  to  a  steamy  herbal  brew,  for 
another  15  minutes. 

The  purpose  of  the  steam  and  cream 
treatments  is  to  render  the  skin  pliable 
so  the  facialist  can  clean  out  any  clogged 
pores.  After  a  spray  of  astringent  or  rose 
water,  you're  ready  for  the  mask  to  firm 
your  face  and  help  circulation.  After  10 
more  minutes  alone,  off  comes  the  mask 
and  you  feel  like  you  have  a  new  face.  For 
a  while. 

During  the  facial,  the  specialist  sizes 
up  your  skin  and  recommends  at-home 
treatment  products  (the  salon's  own 
brand,  of  course).  The  tab  for  these  prod- 
ucts could  come  to  $30  to  $50,  and  most 
men  buy  them. 

As  might  be  expected,  originally  men 
in  the  entertainment  fields  were  the 
first  to  seek  skin-care  treatment  in  sa- 
lons on  the  East  and  West  coasts.  But 
now,  male  customers  come  from  all 
walks  of  life,  and  salons  with  growing 
male  trade  can  be  found  in  San  Francis- 
co, Denver,  Houston,  Miami,  Philadel- 
phia, Washington,  D.C.  and  elsewhere — 
as  well  as  in  New  York  and  Los  Angeles. 
(Some  salons  will  also  give  scalp  treat- 
ments and  haircuts.) 

Among  the  biggest  names  now  domg  a 
significant  amount  of  male  business: 
Georgette  Klinger,  Aida  Grey,  Christine 
Valmy  and  Ilona  of  Hungary.  Most  have 
branches  in  at  least  several  cities.  Consult 
your  phone  directory.— C/jm/wf/r  ,v//7e5 


The  jump -ship  bonus 

To  lure  away  top  talent,  a  lot  of 
corporations  are  dangling  up-front 
cash  bonuses  before  the  eyes  of 
upper-level  executives  these  days.  The 
big-bait,  no-strings  payment  isn't  in  lieu 
of  any  other  perks  or  compensation;  it's 
just  an  additional  sweetener  to  overcome 
that  last  bit  of  inertia  a  candidate  might 
have  about  shifting.  Payments  of 
$100,000  are  not  uncommon. 

From  the  executive's  and  the  com- 
pany's standpoints,  the  bonus  can  make 
sense.  It  can  wipe  out  the  loss  of  benefits 
from  your  current  employer — pension 
stock  options,  bonus  arrangements,  de- 
ferred compensation,  etc.  It  can  cover 
unreimbursed  moving  costs,  if  relocation 
is  involved — such  as  having  to  pay  a  lot 
more  for  a  house  and  mortgage.  It  can 
permit  you  to  join  another  company 
without  upsetting  :he  existing  salary  ap- 
ple cart  for  others  already  with  the  com- 
pany. And,  it  offers  you  some  protection 
the  first  year  you  are  with  a  firm,  against 
loss  of  anticipated  bonuses. 

And,  finally,  there  is  the  ego  boost. 
Nothing  like  waltzing  into  a  new  job 
with  a  high  five-  or  six-figure  check  in 
your  pocket. 

Despite  these  advantages,  however, 
Herbert  Mines,  chairman  of  Business 
Careers,  Inc.  and  president  of  the  con- 
sulting and  search  division  of  Wells  Man- 
agement Corp.,  raises  some  important 
caveats  about  up-front  bonuses. 

•  The  bonus  has  no  holding  power. 
Once  it's  paid,  it's  gone.  You  are  free  to 
walk  away,  and  unless  there  are  other 
incentives,  motivation  might  suffer. 

•  Taxes  cut  the  bonus  at  least  in  half, 
no  matter  how  you  slice  it,  if  you  take  it 
all  at  one  time. 

•  The  allure  of  the  cash  payment 
may  blind  you  to  the  new  employer's 
shortcomings. 

•  Stockholders  are  getting  restive 
about  such  hefty  payments,  especially 
when  the  newly  hired  don't  stay  long. 

For  top-level  executives.  Mines  sug- 
gests alternatives  that  take  some  of  the 
tartness  but  none  of  the  sweetness  out  of 
a  jump-ship  bonus. 

First,  see  if  you  can  arrange  for  the 
bonus  to  be  converted  into  some  sort  of 
supplemental  pension  program,  in  addi- 
tion to  that  which  the  company  already 
pays.  The  goal,  suggests  Mines,  is  to  re- 
tire at  no  less  than  60%  of  your  final 
year's  salary,  indexed  annually  at  not  less 
than  50%  of  the  increase  m  the  cost  of 
living  from  the  date  of  your  retirement 
until  death. 

If  you  are  still  a  long  way  from  retiring, 
try  to  arrange  a  protection  clause  that 
would  assure  you  a  certain  cash  flow  over 
a  period  of  time  if  things  don't  work  out. 
Arrangements  for  receiving  25%  of  your 
annual  salary  for  ten  years  after  depar- 
ture, or  a  large  lump-sum  payment,  can 


make  you  a  lot  more  comfortable  if 
have  to  leave  later  on.  ' 

Finally,  you  might  want  to  prr 
your  bonus  to  be  paid  a  little  at  a  i 
over  a  number  of  years — appropria 
inflated,  of  course,  to  compensate  fo 
flation.  This  would  be  an  incentiv 
stay.  But,  if  terminated,  you  would 
collect  what  had  not  been  paid. 

Mines  stresses  that  the  allure  of 
cash  bonus  shouldn't  blind  you  or  ; 
employer  to  more  productive  way 
using  that  money  to  both  your  own 
the  new  employer's  benefit.  So  if  an 
front  bonus  is  offered,  take  the  tim 
handcraft  it  to  your  maximum  ben 
After  all,  it's  your  money. 


Loose  ends 

Mutual  funds  are  still  bus 
their  buttons  over  their  ro 
performances  in  1980.  The 
vestment  Company  Institute  rep 
that  common  stock  funds  were  uj 
average  of  31%,  rs.  27%  for  calei 
1979.  Sales  reflected  the  performan 
up  87%,  the  highest  level  in  11  y* 
The  total  number  of  mutual  fund  si 
holders  (including  money  market  fu 
is  now  at  an  alltime  high  of  1 1  mil] 
with  total  assets  of  $138  billion, 
industry  is  now  twice  the  size  it  was 
two  years  ago.  The  funds  reflected  ov 
market  performance  quite  closely, 
cording  to  the  Forbes/Wilshire  Indes 
p.  99),  the  stock  market  in  general  wa 
an  average  of  29%  for  the  calendar  y 

Does  anything  come  down  in  price  e 

Well,  your  pants  are  dropping,  for 
Last  year  men's  clothing  decline 
price  0.2%  from  a  year  earlier.  A 
decline,  but  a  drop  nonetheless.  Ove 
past  five  years,  of  all  consumer  gc 
only  radios  and  television  sets  (w 
rose  only  4%)  were  a  better  buy 
men's  clothing  (the  five-year  inci 
was  9.2%).  Irwin  Cohen,  a  partner 
Touche,  Ross  who  compiled  these 
ures  using  data  from  the  Bureau  of  L 
Statistics,  notes  the  most  expensive 
sumer  item:  men's  jewelry,  up  6^ 
since  1975. 

A  piece  of  the  rock,  plus  a  piece  ol 
ingot,  in  convenient,  one-stop  shop] 
Thomson  McKinnon  Securities  ha? 
gun  ofl[ering  units  in  a  treasure  chc 
calls  the  Thomson  Diamond  Trus 
consists  of  392  investment-grade 
monds,  which  are  fully  described  ir 
prospectus,  plus  1,400  ounces  of  , 
Some  13,000  units  are  being  sold  ti 
public  at  a  price  of  about  $1,000  t 
The  Thomson  Diamond  Trust  plai 
sell  off  25%  of  its  portfolio  every 
years  starting  in  1984  and  then  distri 
the  proceeds  to  the  trust's  unit  ho 
accordingly. 
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crowd  •  You'll  never  get  caught 

in  the  middle  with 
Qantas. 

Because  our 
Business  Class  chairs 
are  arranged  in  pairs, 
just  like  First  Class. 
Other  airlines  offer 
business  travelers 
three-abreast  seat- 
ing and  promise 
they'll  leave  the 
seat  in  the  middle 
empty,  if  possible. 
You  can  take 
your  chances,  or  you  can 
take  Qantas. 

We  guarantee  you'll 
never  be  more  than  one 
seat  from  an  aisle.  In  a 

MWMmm^WdMMKjfm  airlines  call  it  First  Class. 
*  Plus  a  lot  more  first- 

class  touches  in  the  air.  And 
on  the  ground. 

^^I  am  not  a 
company  man, 

Qantas? 

Qantas  Business 
Class  goes  for  about 
^  $100.00  more  than  the 
regular  Economy  Class 
fare  to  Sydney  and 
Melbourne  from  San 
Francisco  or  Los  Angeles.  Fly  Qantas 
Business  Class  on  our  major  routes 
around  the  world.  You'll  be  in  good  company. 

The  Australian  Airline. 


usiness  Class. 


1951.  Harolds.  Mohler.  indmtrmi  engineer,  checking  a  Hcrshey  har  packaging  line. 


Harold  Mohler, 
when  did  you  start  reading 

The  Wall  Street  Journal? 


"Back  in  1951,  it  was  my  boss  who 
got  The  Journal,"  recalls  Harold  S. 
Mohler,  Chairman  of  the  Board  of 
Hershey  Foods  (Corporation.  "1  read 
it  when  he  was  done.  You  see,  I've  al- 
ways been  interested  in  things  that 
have  an  infract  on  business. 

"1  get  first  crack  at  The 
Journal  these  days.  And  I 
read  it  for  a  lot  of  the  same  \  „^ 
reasons.  If  something  impor- 
tant  happens  in  business,  I 
know  it'll  be  covered — and 
covered  thoroughly 
in  The  Journal." 

Page  after  page, 
Monday  through 
Friday,  The  Wall 
Street  Journal  is 
packed  with  im 
portant  business 
news,  informa- 


tion, fects  and  insights  you  need.  Re- 
liable information.  Complete  infor- 
mation. Usable  information. 

The  Journal  gets  the  business 
news  to  you  faster  than  any  weekly, 
biweekly  or  monthly. 

And  it  gives  you  the  news  in 
more  detail— more  significant,  use- 
fial  detail— than  any  newspaper's 
business  section. 

Harold  Mohler  knows  exactly 
where  to  find  the  important 
business  news.  And  so 
should  you.  Start 
reading  The  >Xall 
Street  Journal  ever\' 
business  dav. 


Today.  Harold  S.  Mohler, 
Chairman  of  the  Board  of 
Hershey  Foods  Corporation. 


The  Wall  Street  Journal. 

All  the  business  news  you  need.  >X^en  you  need  it . 

Have  The  Journal  itelii'cred  every  business  day.  One  year,  S77.  Or  36  weeks  for  S55.  Call  toll  free  fiOa.j58-99W  except  in  Hawaii  and  Alaska  (In  California. 
fiOO  SOJ-i'rj'J).  Or  write:  The  Wall  Street  Journal,  200  Burnett  Road,  Chicopee,  Massachusetts  01021.  ©  1980  Don- Jones  &  Company.  Inc  .Ml  Rights  Reserved. 


The  Forbes/ Wilshire  5000  Market  Review 
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Market  Focus 


Not  surprisingly,  these  charts  minimize  the  importance 
of  Wall  Street's  early  January  gyrations.  Like  most  broad 
indicators,  the  Forbes/Wilshire  Index  peaked  in  Novem- 
ber. "What  happened  at  the  beginning  of  the  year  was 
more  a  last  fling  for  the  Dow  than  a  fundamental  show  of 
market  strength  or  weakness,"  says  Smith  Barney's  tim- 
ing strategist  Allan  Shaw.  "People  are  pulling  gains  out  of 


oil  stocks,  and  they  need  a  place  for  their  money."  As  the 
Focus  figures  make  clear,  the  momentary  winners  are 
low-P/E,  low-growth  companies — holdings  that  missed 
the  spectacular  1980  rise.  Their  gains  might  merely  mean 
that  skittish  investors  are  parking  funds  where  risk  is 
least.  On  the  other  hand,  they  may  instead  be  a  healthy 
signal  of  leadership  from  a  new  sector. 


Percent  change  of  equal-weighted  price  indexes  for  periods  ending  1/9/81  (dividends  excluded) 
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Market  Returns 


These  fllarket  Return  results  may 
surprise  readers  who  lost  big  early  in 
January.  For  the  trailing  four-week  pe- 
riod, all  indexes  are  up  smartly,  and 
the  Dow  leads  the  pack.  The  energy- 
dominated  Amex  showed  the  slim- 
mest gain — another  mark  of  profit- 
taking  in  last  year's  winners — though 
it  still  sports  the  best  annual  perfor- 
mance with  an  overall  33%  increase. 
As  the  Wilshire  numbers  show,  the 
broad  market  is  up  more  than  20%  in 
12  months.  These  figures,  however, 
are  capital-weighted,  and  were  influ- 
enced less  by  scores  of  pace-setting 
small  companies  than  a  few  lackluster 
big  ones.  A  dartboard  investor  would 
probably  have  done  even  better. 


Percent  change  of  price  indexes  ioi  periods  ending  1/9/81  (dividends  excluded) 

G  Since  3/27/80  matket  low 
52  weeks' 
4  weeks 
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Sector  Returns 


If  the  market  is  searching  for  new 
leadership,  the  Sector  Return  charts 
show  clearly  where  it  might  be  found. 
In  the  past  four  weeks,  stocks  in  con- 
sumer-related companies  scored  im- 
pressive gains.  Nondurable  producers 
like  Procter  &  Gamble  and  Sears, 
Roebuck,  in  fact,  posted  average  price 
increases  of  over  9%  and  durables 
companies  did  nearly  as  well.  Inter- 
est-sensitive utilities  zoomed  ahead, 
too,  in  response  to  the  anticipated 
peak  in  the  cost  of  money.  This  is  a 
clear  reversal  of  previous  trends. 
Stocks  that  did  well  last  year,  such  as 
energy  issues,  are  faring  poorly  now; 
stocks  that  lagged  the  1980  averages 
are  now  setting  the  pace. 


Percent  change  o(  value-weighted  price  indexes  for  periods  ending  1/9/81  (dividends  excluded) 
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nckotttYotir 
toughest  energy  risk 
man^ement  question 

and  then 
call  this  number: 

212-482-4051 


It  belongs  to  the  Johnson  &Higgins 
Energy  Resource  Group,  a  single  control  center 
for  a  world  of  knowledge  and  experience,  ^^nm^^ 

The  mission  of  this  special  J&H  group  C^^_ 
is  to  provide  to  every  area  of  the  energy 
industry  the  loss  prevention,  insurance 
and  related  funding  skills  that  can  f 
help  master  critical  problems  of  the 
coming  decade. 

You'll  appreciate  this  about  the  group 
immediately:  it  speaks  your  language,  whether  the 
topic  is  synfuels,  geothermal,  mining,  exploration,  or 
any  other  energy  project. 

And  its  expertise  is  available  to  clients  of  every 
J&H  office  as  often  as  they  may  need  it. 

Call  us  about  your  toughest  energy  risk 
management  problem.  We'll  give  you  the  best  way 
to  solve  it:  the  J&H  Energy  Resource  Group. 

Johnsoi^iggins 

The  private  insurance  broker.  We  answer  only  to  you 

SK  AND  INSURANCE  MANAGEMENT  SERVICES,  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


Yoirre  probablygoim 
to  pay  too  much  In 

personal  income  taxes 
this  year. 

You  are,  if  you're  the  kind  of  totally 
involved  executive  we  think  you  are. 

With  everything  else  on  your  mind  there's 
a  good  chance  you  nnay  fail  to  take  some 
perfectly  appropriate  steps  to  minimize 
your  taxes. 

Which  makes  it  all  the  more  important 
that  you  get  the  advice  and  counsel  of  the 
professionals  at  Deloitte  Haskins  &  Sells. 

To  start  with,  we'll  systematically  review 
your  current  financial  picture  and  your 
returns  for  previous  years.  [Who  knows? 
We  may  very  well  find  refunds  you've 
overlooked.] 

Then  we'll  go  further,  and  help  you  devise 
financial  strategies  to  meet  your  long-term 
business  and  family  needs. 
^  Your  needs  for  trust  arrange- 

ments, perhaps.  Or  the 
sale  of  a  family 

business. 


Or  exercising  some  stock  options. 
And  so  on. 

At  Deloitte  Haskins  &  Sells  we  think 
income  tax  and  estate  planning  is  a  very 
personal  matter 

When  we  say  we  don't  stop  at  the  bottc 
line  in  serving  clients,  we  include  thousan 
of  businessmen  and  professionals  amon^ 
them.  ; 

They're  individuals  who  look  to  us  for  i 
planning  for  the  years  to  come-just  as  m 
as  for  our  help  in  filing  this  year's  return,  j 
Of  course,  not  everybody  requires  our  j 
kind  of  help.  But  if  you  do,  perhaps  we  j 
should  talk.  | 
The  sooner  the  better 
For  our  latest  tax  planning  booklet,  callj 
our  nearest  office.  Or  ■  . 

write:  1114  Avenue  of  npinitl 
the  Americas,  New  _  ,  I'CIUH.I 
York  N  Y  10036      H^SkinS  SpI 


Beyond  the  bottom  I 


Statistical  Spotlight 


Ex  Systems  highlights  the  institutional  fa- 
ites  before  the  stock  trades  take  place. 

Predicting  the 
big  blocks 


By  Steve  Kichen 

r    ITH  INVESTOR  INTEREST  Swing- 

'  ing  back  to  blue  chips,  there's  a 
crystal  ball  that  may  assume 
ig   importance    in    the  months 

It's  called  the  AutEx  system  and  it 

on  a  video  display  how  much  insti- 
al  buying  or  selling  interest  there  is 

particular  stock — useful  informa- 
ideed  when  you're  buying  stocks 
ninantly  held  by  institutions.  De- 

to  facilitate  big  block  trades  that 
otherwise  upset  market  liquidity  if 
n  unannounced  on  the  exchange 
AutEx  offers  an  insight — into  what 
arket  is  likely  to  do  with  institu- 

favorites — that's  almost  as  valu- 


able as  a  peek  at  a  specialist's  book.  The 
complete  AutEx  video  system  costs  over 
$1,000  per  month  before  deducting  trad- 
ing credits,  but  AutEx  also  offers  a  $156- 
per-month  telephone  service. 

AutEx  Systems,  founded  14  years  ago 
and  now  a  division  of  Xerox,  has  230 
major  institutions  and  120  brokerage 
houses  wired  into  its  network.  Subscrib- 
ers can  enter  a  "trading  interest"  in 
buying  or  selling  a  particular  security  at 
or  close  to  the  current  market.  AutEx 
then  characterizes  this  as  a  small,  medi- 
um or  large  trading  interest.  About  1 
entry  out  of  25  results  in  a  transaction. 
Unlike  competing  systems  such  as  In- 
stinct, over  which  institutions  trade  di- 
rectly with  each  other,  AutEx  transac- 


tions typically  are  handled  by  brokers 
and  are  carried  out  on  the  exchange  floor. 

To  discourage  institutions  from  using 
the  network  to  manipulate  the  market, 
AutEx  insists  that  subscribers  live  up  to 
their  expressions  of  interest.  "A  buy-or- 
sell  interest  message  is  a  firm  commit- 
ment," says  Marketing  Services  Director 
Dave  Smith.  "Anyone  who  generates 
such  a  message  must  be  prepared  to 
make  good  on  the  offer."  The  system  is 
essentially  self-policing.  Anyone  who  de- 
velops a  reputation  for  "fishing"  quickly 
loses  credibility. 

Every  week  AutEx  publishes  a  list  (see 
table)  showing  the  40  stocks  in  which 
institutions  have  expressed  the  greatest 
interest.  For  the  average  investor  that 
list  can  be  quite  instructive.  Notice,  for 
example,  the  number  of  electrical  equip- 
ment and  utility  companies  on  the  list — 
perhaps  the  start  of  an  important  resur- 
gence in  those  industries.  Also  signifi- 
cant is  that  for  all  but  three  of  the  compa- 
nies, there  is  more  interest  in  buying 
than  in  selling.  The  three  with  dominant 
sell  interests:  IBM,  Deere  and  ITT. 

But  the  most  dramatic  listing  is  the 
buy/sell  interest  ratio  for  Safeway  Stores. 
The  last  time  AutEx  executives  can  re- 
member a  company  with  such  a  high 
ratio  of  potential  buyers  to  potential  sell- 
ers, the  company  subsequently  an- 
nounced a  plan  to  buy  back  its  own 
shares. 

About  the  only  market  movement  that 
AutEx  Systems  is  not  designed  to  predict 
is  an  event  like  the  recent  panic  sale  of 
Jan.  7.  ■ 


Stocks  with  institutional  interest 


ow  is  a  recent  list  of  the  most  active  stocks  in  the  AutEx  signing  an  average  share  volume  of  3,000  to  "small,"  12,000 
tern.  AutEx  trading  interest  volume  is  arrived  at  by  as-    to  "medium"  and  30,000  to  "large"  trading  interests.' 


AutEx 

AutEx 

trading 

Insti- 

trading 

interest 

tutional 

interest 

volume  as 

holdings 

-Earnings  per  share  

volume 

AutEx 

a  %  of 

as  a  % 

pany^ 

Recent 

latest 

1980 

1981 

[thousands) 

buy/ sell 

shares 

of  shares 

stry 

price 

12  months  estimate 

estimate 

Yield 

of  shares 

ratio 

outstanding 

outstanding 

s.  Roebuck 

15'/4 

$1.84 

$1.90 

$2.35 

8.9% 

2,853 

2,13/1 

0.9% 

46% 

ail 
corp 

24 '/4 

4.49 

4.65 

5.10 

5.9 

2,814 

1.14/1 

2.3 

53 

iking 

>iCo 

27'/4 

3.07 

3.15 

3.60 

4.8 

2,733 

1.37/1 

3.0 

52 

t  drink 

art 

ail 

17% 

2.19 

2.00 

3.05 

5.1 

2,604 

1.76/1 

2.1 

63 

^America  Corp 

30'/4 

4.35 

4.55 

5.00 

4.8 

2,583 

1.20/1 

1.9 

35 

iking 

rice  Foods 

19'/4 

2.86 

3.10 

3.45F 

6.8 

2,250 

2.32/1 

2.3 

40 

d  processing 

mational  Business  Machines 

67% 

5.72 

5.75 

6.65 

5.1 

2,235 

1/1.02 

0.4 

49 

nputcrs 

ng 

44'/« 

6.01 

6.20 

6.15 

3.2 

2,208 

1.50/1 

2.3 

38 

ospace 


i,stiiig<)nthcAiill-x\Kli  <Klis|il.iv,:r  sniaH"tr;i(.k'inieif.M  reprt-.scm.s  1, 000  lo  4,999 shares;  ' medium,  "S.OOO  to  19,999,  and  large, "20,000  or  more,  ^Alln)mpanlesare 
on  the  New  \ork  .Stock  [exchange.    A,  Actual,    I':  l-iilly  diluted  earning,s,    d:  deficit, 

.loiirciv:  AiilEy  SysleiiiS:  SIcnuhirU  &  I'oor's 
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Statistical  Spotli^lit 


Stocks  with  institutional  interest 

AutEx 

Autfcx 

trading; 

Insti- 

trading 

interest 

tutional 

interest 

volume  as 

holdings 

Earnings  per  share  

volume 

A  ut  L  X 

a   o  oi 

as  a  "r. 

(  oiiif)Uiiy 

D 

Keccnt 

latrsl 

1 9K() 

IlllllllVlllli^l 

''ratio" 

ol  shares 

1 1  u  1  u  s  t  r  y 

12  niuiitli<>  estimate 

estimate 

Yield 

111  sM'irt's 

ill  TllUl^S 

fiiitkt'iMfli  no 

iiiifwt'inHinc 

llUlSldllUlIll 

American  Home  Products 

Z0  78 

$2.75 

$2.85 

$3.20 

0.4-/0 

0  1 
1 

1  17/1 

1  AW 

.jZ  /o 

proprictiiry  drugs 

Ralston  I'urina 

10 '/2 

1 .5 1 

1 .5 1 A 

l.HO 

6.1 

2,052 

1.59/1 

1.9 

49 

food  |iri)ccssing 

Di  e  re  &  Co 

48 

3.72 

3.72A 

4.70 

4.0 

1,974 

1/1.76 

3.2 

56  ; 

agi icultur.il  (.'quipment 

Goodyear  Tire  Rubber 

16 

2.38 

2.60 

3.00 

8.1 

1 ,908 

2.03M 

2.7 

42  ' 

tire  iSi  rubber 

American  i  ei  s,  i  ei 

/I  77/, 

8.07 

8.05 

8.40 

I  (\  A 

1  IJ.4 

I  .JOl  1 

U.o 

Z 1 

telecom  111  uiiicat  ions 

Southern  Co 

12 'A 

2.29 

2.20 

1.85 

13.2 

1,833 

1.94/1 

1.1 

11 

electric  utility 

Middle  South  Utilities 

11 '/2 

2.12 

2.05 

2.10 

14.1 

1,794 

1.23/1 

1.7 

22 

electric  utility 

RCA 

29% 

3.45 

3.50 

3.80 

6.1 

1,764 

2.00/1 

2.4 

34 

multicompany 



Westinghouse  Electric 

zy  /K 

4.70 

4.60 

4,80 

A  7 

■4.  ' 

1  7A  1 

1  no '  1 

1  .UZ.  1 

1  1 

L.  1 

Z4 

elect ncal  ei.|uinment 

C'ommonwealtn  Edison 

18'/« 

2.73 

2.55 

3.40 

14.3 

1,758 

1.59/1 

1.8 

23 

electric  utility 

(ieneral  Electric 

6  1  '/4 

6.53 

6.60 

7.10 

4.9 

1,722 

1.24/1 

0.8 

A  n 

48 

electrical  euuipment 

International  Tei  &  Tel 

M) 

5.22 

5.25 

5.65 

8.7 

1,710 

1/1 .08 

1.4 

39 

iiiulticonipany 

Dow  Chemical 

32'/« 

4.17 

4. 10 

4.70 

5.6 

1,701 

1.98  1 

0.9 

41 

chemicals 

General  Telephone  &  Electronics 

17  Vi 

2.87 

3.70 

4.35 

10.0 

1,680 

1 .75/1 

1.1 

29 

telecom  municat  ions 

General  Motors 

45 

d  1 .40 

d  2.,50 

5.00 

5.3 

1,677 

1.28/1 

0.6 

27 

autos 

General  Foods 

30 '/4 

4.71 

5.10 

5.65 

7.3 

1,647 

7.19  1 

3.3 

47 

food  processing 

(  olgate-Paliiiolive 

14% 

1 .40 

2.30 

2.50 

7.7 

1,629 

2.42' 1 

2.0 

34 

household  jiroducts 

Texas  Utilities 

I  O  / H 

3.04 

2.90 

3.00 

1  /^r\^ 

1 ,  OUD 

1111 
1.11  1 

1  7 

1  .  ' 

c  c 
J.) 

electric  utility 

Virginia  Electric  &  Power 

10% 

1  77 

1,1' 

1  Aid 

1.80 

13.5 

1,599 

1.42/1  - 

1.6 

17 

electric  utility 

Federal  National  Mortgage  Assn 

1  178 

U.OO 

tJ.,^U 

5.4 

1,572 

1.47  1 

2.7 

33 

tinance 

Safeway  Stores 

30 '/2 

4.37 

4.40 

5.30 

8.5 

1,566 

64.25  1 

6.0 

47 

groceries 

Phillips  Petroleum 

oil 

58Vi 

7.10 

7.00 

7.60 

3.1 

1,527 

1 .09'  1 

1.0 

52 

Manulacturers  Hanover 

32'/. 

6.71 

7.00 

7.50 

8.3 

1,512 

9.96  1 

4.5 

49 

banking 

Sauihh 

29 '/2 

2.66 

2.65 

2.85 

4. 1 

1  464 

3.07' 1 

3.0 

41 

ethical  drugs 

GD  Searle 

27 

1.76 

1.75 

2.25 

1.9 

1,434 

2.51  1 

2.7 

60 

ethical  drugs 

US  Steel 

24'/4 

d4.70 

4.00 

4.50 

6.5 

1,404 

1.63.-1 

1.6 

14 

steel 

Gulf  Oil 

oil 

43 '/2 

7.53 

7.45 

8,45F 

5.7 

1,383 

1.96  1 

0.7 

36 

Firestone  Tire  &  Rubber 

10'- 

d  2.1 1 

d  2.11A 

1.35 

5.7 

1,377 

2.50/1 

2.4 

48 

tire  ik  rubber 

'lor  liMing  (111  llic  .\iul-\  nkIi-u  l.ll^pl;ly.  ,i 

small"  irade  iinercsi 

leprcsfiiis  1.000  U)  ^,999  shares;  mciliiini. 

■  >.mO  lo  19.999:  and   large."  20.000  or 

more 

conip.niies  .iic  lislicl  on  (lit-  New  "lork  Slock  E\cli;ins>c. 

I-  l-iilly  cliliiifd 

earnings. 

tl:  delicil 

Sources  Aiilh'.x  S\sle>iis:  SUiiulciid  &  I'ooi  's 
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Whythel980'slook 
brighter  in  Florida 
than  in  other  states. 


FLORIDA 

CALIFORNIA 

TEXAS 

III 


THE  DEPARTMENT  Of  COMMERCE  PREDICTS 

WE  LL  ADD  MORE  PEOPLE  THAN 
TE XAS  CAL I FORNI A  OR  ANY  OTHER  STATE 


1978  VS.  1979  U  S  BUSINESS  GREW 
AN  AVERAGE  OF  10%.  FLORIDA  BUSINESS 
GROWTH  ALMOST  CWUBLED  THAT  RATE 


WITH  OVER  125  OFFICES  II 
65  CITIES.WE  REACH  90%  OF 
THE  PEOPLE  IN  FLORIDA 


As  the  banks  with  more  offices  in  more  places  around  the  state, 
you'd  expect  us  to  be  optimistic  about  Florida.  But  when  it  comes  to 
economic  prospects,  facts  are  facts. 

Fact  #1:  During  the  1980s,  Florida  will  outgrow  every  state  in  the 
country,  to  a  1990  population  of  over  12  million. 

And  the  faster  a  state  is  growing,  the  better  for  business. 

Fact  #2:  The  nations  lowest  tax  rate.  The  most  recent  data  shows 
that  the  average  family  of  four  earning  $15,000  a  year,  paid  only  $656 
in  state  and  local  taxes,  667o  less  than  many  residents  of  the  Northeast. 

And,  the  more  disposable  income,  the  better  for  business. 

Fact  #3:  In  1979,  business  incorporations  grew  177oover  1978  in 
Florida,  vs.  a  U.S.  average  of  107o.  102  industries  moved  here,  resulting 
in  $850  million  of  capital  investment. 

All  this  indicates  a  healthy  business  climate,  and,with  resources  of 
$4.0  billion,  we  can  help. 

We  can  lend  over  $25  million  to  a  single  business  customer. 

We  offer  every  service  a  business  is  likely  to  need,  from  Leasing  to 
International  Services  to  Cash  Management. 

So,  whether  you're  considering  a  move,  or  you're  already  here, 
contact  us  soon. 

Because  what's  good  for  American  business  in  the  1980's  will  be 
better  for  Florida  business.  And,  in  Florida,  business  couldn't 
have  a  better  bank  than  Barnett. 


For  more  information,  contact  John  R.Benbow,  Executive  Vice  President.  Barnett  Banks  o(  Florida,  Inc.  P.O.  Box  450.M0,  Miami,  Florida  35145.  (.^051 .350  7129. 

Ail  Barni'tt  Batiks  are  nieiiilx  rs  ol  FDIC:, 


*1t  is  not  in  my  nature  to  give  interviews'.' 

The  only  private  interview  that  Leonid  Brezhnev  ever  gave  to 
American  journalists,  he  gave  to  TIME  Magazine.  "Given 
the  importance  of  the  relations  between  our  two  countries," 
he  said,  "and  the  solid  reputation  of  your  magazine,  I 
decided  to  take  advantage  of  your  request  to  answer  TIME'S 
questions. " 

apt  demonstration  of  one  of  TIME"s  most  extraor- 
dinary attributes:  the  ability,  through  such  exclusive  inter- 
views as  those  with  Soviet  Party  Chief  Brezhnev  and  China's 
Vice  Premier  Deng,  to  present  aspects  of  the  news  not  avail- 
able anywhere  else. 

And  it  demonstrates,  also,  TIME's  authority  and  leader- 
ship—as newspapers  around  the  world  quoted  excerpts  of  the 
conversation;  as  statesmen  and  readers  scanned  the  columns 
of  TIME  for  new  insights  into  the  Soviet  leader.  Above  all,  it 
demonstrates  TIME's  unmatched  editorial  quality. 

Another  reason  why  TIME  has  earned  more  loyal  readers, 
by  far,  around  the  world  than  any  other  single  news  source. 

The  most  colorful  coverage  of  the  week. 

©Time  Inc  1979  All  Rights  Reserved 
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Stocks  with  institutional  interest 

AutEx 

AutEx 

trading 

Insti- 

interest 

tutional 

interest 

volume  as 

holdings 

Earnings  per  share  

volume 

AutEx 

a  %  of 

as  a  % 

)any^ 

Recent 

latest 

1980 

1981 

(thousands) 

buy/ sell 

shares 

of  shares 

IS  try 

price 

12  months  estimate 

estimate 

Yield 

of  shares 

ratio 

outstanding  outstanding 

CO 

AA 
H-O 

$8.42 

$8.80 

$8,45 

Ci  AO/ 

l.OO/l 

0.5% 

30% 

>gs 

2OV4 

2.35 

2.35 

2,60 

6,9 

1,,362 

4.16/1 

1.8 

74 

i  processing 

17'/2 

dO.92 

d  2.50 

d  1,75 

1,350 

1.65/1 

4.6 

43 

me 

1  Products 

34'/8 

4.01 

4.15 

4,35 

8.8 

1,344 

1.73/1 

2.2 

59 

metics 

isiing  on  the  AutEx  video  display, 

1  small' 

trade  interest 

represents  1,000  to  4,999  shares;  medium. 

'  5,000  lo  19,999;  and  1. 

rge,    20,000  or 

more.  -All 

inies  are  listed  on  the  New  York  Stock  Exchange    A:  Aetna 

1.    K:  KiilK'  diluted  earnings 

d:  deficit, 

Soiiires  AiitE.x  Sysleni.-^.  SIdinUiitl  &  Poor's. 

A RECENT  First  Boston  Corp.  study 
underscored  just  how  dramatic 
the  impact  of  the  oil  sector  (do- 
mestic and  international  oils,  offshore 
drilling  and  oilfield  services  companies) 
has  been  on  the  S&P's  500  index.  First 
Boston  went  back  to  year-end  1974  and 
reindexed  the  complete  S&P's  500  and 
created  a  new  index  for  the  S&P's  500 
minus  its  oil  sector.  From  year-end  1974 
to  year-end  1980  the  complete  SikP's  500 
index  appreciated  98%,  but  without  the 
oils  the  index  gained  only  60%  or,  on 
average,  only  10%  a  year,  hi  other  words, 
without  the  oils  the  S&P's  500  perfor- 
mance would  have  been  39%  lower. 
Looking  at  it  another  way,  the  oil  sector 
alone  grew  264% . 

Until  mid- 1976  the  oils  had  almost  no 
impact  on  the  SikP's  500  index  (see 
graph).  But  by  late  1978  a  real  spread 
began.  That's  just  about  the  time  that 
conditions  in  Iran  began  to  deteriorate — 
leading  to  the  overthrow  of  the  Shah 
early  m  1979.  , 

In  the  34  months  since  the  market 
bottomed  in  February  1978,  the  com- 
plete SikP's  500  gained  56%,  But  take 
out  the  oils  and  that  gain  is  only  30%. 
The  oil  sector  skyrocketed  163%  in  that 
period.  This  growth  is  responsible  for 
almost  half  the  growth  of  the  SikP's  500, 
Even  the  SikP's  500,  though  a  better 
measure  than  the  Dow,  remains  a  limit- 
ed guide  to  what's  really  happening  in 
the  stock  market.  If  you  look  at  the  far 
broader  Wilshire  Index  in  the 
FoRBES/Wilshire  5000  Market  Review, 
the  impact  of  the  oil  sector  becomes  less 
important.  The  Wilshire  Index  is  up  31% 
more  than  the  complete  S(!kP's  500  since 
the  market  bottomed  in  February  1978. 
The  Wilshire  is  up  not  just  because  of 
energy,  but  mainly  because  of  the  thou- 
sands of  over-the-counter  stocks,  many 
of  which  have  enjoyed  a  Ixnim  since 
\97A<see[).  99;.— Steve  Kichen 


'  the  oil  sector  out  of  the  S&Ps  500  and 
narket  looks  as  if  it  ran  out  of  gas. 


rhe  fuel-injected 
stock  market 


Out  of  energy? 


The  graph  below  demonstrates  the  magnitude  oi  the 
oil  sector's  contribution  to  the  S&P's  generally  bull- 
ish picture  since  early  1978.  Oils  aside,  the  S&P's 
500  index  has  made  little  progress  since  1976. 


Complete  S&P's  500  index 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$300,000,000 

Conoco  Inc. 

13V4%  Debentures  Due  2011 

Interest  payable  July  15  and  .January  15 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laivs  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

SALOMON  BROTHERS  THE  FIRST  BOSTON  CORPORATION 

GOLDMAN,  SACHS  «fe  CO.  MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Merrill  Lynch.  Pierce.  Fenner  &  Smith  Incorporated 

ATLANTIC  CAPITAL  BACHE  HALSEY  STUART  SHIELDS  BEAR, STEARNS  &  CO. 

Corporation  Incorporated 

Bl.YTH  EASTMAN  PAINE  WEBBER  DILLON,  READ  &  CO.  INC. 

Incorporated 

DONALDSON,  LUFKIN  &  JENRETTE  DREXEL  BURNHAM  LAMBERT 

Securities  Corporation  incorporated 

E.  F.  HUTTON  &  COMPANY  INC.  KIDDER,  PEABOD  Y  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

LEHMAN  BROTHERS  KUHN  LOEB  L.  F.  ROTHSCHILD,  UNTERBERG,  TOWBIN 

Incorporated 

SHE  ARSON  LOEB  RHOADES  INC.  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 

WARBURG  PARI B AS  BECKER       WERTHEIM  &  CO.,  INC.       DEAN  WITTER  REYNOLDS  INC. 

January  12,1981 


Capital  Market^ 


Vail  Streefs  January  turbulence  had  its 
rigins  in  the  money  market,  and  that 
%ixed-up  arena  is  spawning  some  strange 
ew  trading  instruments. 

rHE  AGE  OF  EXOTICA 


By  Ben  Weberman 

I  Who  reaxly  caused 

^^^^^^^  the  stock  market's 

f  New  Year's  tumble? 

I  The  man  behind  it 
l'"^!^  all  was  Paul  Volcker. 
jf  Here's  what  hap- 

I'M      pened:   Stocks  had 
^   _^flr^^  been  rallying  since 

■  mid-December  be- 

■  cause  of  the  bond 
m-O. — market's  "peak  fe- 
ir."  Institutional  investors  were  dis- 
)unting  a  drop  in  overnight  federal 
mds  rates — the  benchmark  yield — 
om  20%  in  mid-December  to  as  low 
;  13%  by  the  end  of  January.  But 
olcker  pulled  the  rug  from  under  that 
leory.  On  Wednesday,  Jan.  7,  the  Fed 
gnaled  it  did  not  want  funds  to  dip 
?low  18%%.  Next  day,  credit  stayed 
ght  when  rates  rose  to  nearly  20% . 
Professionals  read  those  moves 
lore  clearly  than  any  crystal  ball.  In 
le  second  quarter  of  last  year  yields 

II  sharply.  Then  consumers  and 
isinessmen  turned  bullish.  Econom- 

expansion  began — and  inflation 
irged.  The  Fed  learned  its  lesson,  and 
nuary's  firming  of  interest  rates  was 
Dicker's  way  of  saying  "never 
;ain."  He  won't  bring  down  the  price 
money  imtil  it  is  clear  that  infla- 
onary  expectations  have  dimin- 
hed.  That's  what  stopped  bond  and 
ock  rallies  dead  in  their  tracks. 
Money  markets  were  priced  off  a 
j%  benchmark  rate  when  the  target 
as  really  19%.  Treasury  bill  rates 
ise  quickly  from  14.25%  to  167o. 
mk  certificates  of  deposit  bounced 
ick  to  18%  from  16%.  Bonds,  too, 
ime  under  the  same  pressure.  Look 
hat  happened  to  Treasury  12y4S  of 
)10.  They  had  climbed  from  9678  on 
ec.  1 1  to  109'/4  on  Jan.  6.  Then  they 
Jickly  fell  back  to  106,  to  yield  12%. 
This  leaves  professional  investors 
ery   of   long-term  commitments. 


n  XCehemian  i?  economics  editor  of  Forbes 


They  think  interest  rates  will  eventu- 
ally tumble,  but  they  also  believe  in- 
flation will  not  moderate  much  very 
soon.  In  short,  the  herd  instinct  is 
stronger  than  ever,  and  as  a  result, 
those  who  are  daring  can  find  some 
interesting  investments. 

Issuers  of  securities  and  their  advis- 
ers are  pressured  to  offer  added  in- 
ducements— kickers,  if  you  will— to 
market  debt.  Since  I  believe  that 
short-term  and  long-term  interest 
rates  will  be  declining  through  1981 — 
though  not  rapidly — many  of  these 
bonds  are  attractive.  Generous  call 
protection  is  a  typical  sweetener,  but 
there  are  also  floating  and  adjustable 
rate  notes,  commodity-backed  instru- 
ments and  even  bonds  with  warrants 
to  buy  more  debt  at  guaranteed  rates. 
Quality  issues  sometimes  sport  war- 
rants as  an  add-on.  And  with  such 
packaging,  high-risk  borrowers  are 
pressured  to  provide  collateral  because 
of  corporate  failure. 

The  trading  patterns  of  two  almost 
identical  Sunshine  Mining  Co.  offer- 
ings illustrate  today's  bizarre  market. 
Each  issue  is  $25  million,  has  an  8'/2% 
coupon,  comes  due  1995  and  is  repay- 
able at  maturity  with  $1,000  or  50 
ounces  of  silver  (or  its  dollar  value) — 
whichever  is  worth  more.  The  only 
difference:  One  bond  came  out  in 
April  1980,  the  other  in  December. 
The  April  issue  has  been  selling  at 
about  116,  while  its  December  coun- 
terpart is  in  the  1 10  range. 

Another  unusual  product  comes 
from  Leasco  Corp.,  principal  owner  of 
Reliance  Group,  Inc.  It  raised  a  much- 
needed  $100  million  last  December 
with  a  deep  discount  debenture  due  in 
1997.  The  issue  went  to  market  at  70 
with  a  coupon  of  1 1 V2  % .  Current 
yield  is  16.43%.  Taking  into  account 
the  appreciation  from  70  to  100  at 
redemption,  yield  to  maturity  is 
19.21%. 

Add-on  warrants  are  a  handy  fea- 
ture. Sweden,  for  example,  borrowed 
$200  million  in  New  York  in  Decem- 
ber, paying  13.65%  to  maturity  in 
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1985.  Each  note  has  a  six-month  war- 
rant to  buy  an  additional,  equal 
amount  of  debt  at  the  same  rate. 

Beneficial  Corp.  will  soon  test  the 
domestic  market  through  the  sale  of 
$75  million  in  AA-  debentures  with 
warrants  attached.  If  you  think  that 
interest  rates  are  coming  down,  buy 
the  bond  with  warrants  attached.  If 
you  think  they'll  fall  sharply,  specu- 
late on  the  warrants.  A  ten-year  bond 
with  a  1%  drop  in  yield  rises  in  price 
by  about  5  points.  Pay  $3  each  for 
warrants,  and  you  possibly  double 
your  money  in  the  five  months. 

Variable  interest  rates  have  met 
with  varying  degrees  of  success.  Typi- 
cally, they  are  long-term  notes  with 
coupons  that  change  every  six 
months,  based  on  the  yield  of  six- 
month  Treasury  bills.  Theoretically 
such  issues  should  always  sell  close  to 
100  because  their  rates  are  competi- 
tive v/ith  short-term  debt.  Volatility 
of  the  money  markets  has  destroyed 
that  theory.  When  Citicorp  had  a  cou- 
pon of  14^4%  on  its  floating  rate  issue 
due  1998  and  market  yields  were 
ranging  up  to  17.20%,  the  notes  trad- 
ed as  low  as  90.  If  rates  decline  rapid- 
ly, the  floaters  sell  at  a  premium. 

Floating  rate  debt  priced  against  the 
money  market,  however,  doesn't  ap- 
peal to  long-term  investors.  To  lure 
them.  General  Motors  Acceptance 
Corp.  just  offered  13.45%  adjustable 
rate  notes  due  1990,  which  carry  an 
interest  rate  that  is  107.2%  of  ten- 
year  Treasury  notes.  This  is  a  method 
of  receiving  seven  basis  points  more 
than  intermediate-term  Treasuries 
now  pay. 

A  final  innovative  product  will  soon 
be  available.  Instead  of  offering  deben- 
tures, which  are  mere  promises  to 
pay,  some  low-quality  borrowers  plan 
to  experiment  with  mortgage  bonds 
secured  by  nontraditional  assets  like 
forests  or  trucks.  Conventional  mort- 
gages are  backed  by  real  estate  or  ma- 
jor capital  goods.  These  new  bonds, 
however,  will  allow  their  issuers  to 
raise  money  without  paying  high  de- 
benture rates.  Despite  the  issuer's  rat- 
ing, the  bonds  will  be  good  quality 
because  of  the  pledged  collateral. 
Watch  for  them. 

Despite  the  current  gimmickry, 
garden-variety  debt  isn't  about  to  be 
replaced.  "So  far,  no  good  substitute 
has  been  found  for  a  straightforward 
long-term  bond  with  a  semiannual 
fixed  coupon,"  says  Martin  Fridson,  a 
fixed-income  expert  at  Paine  Webber. 
"It's  unmatched  in  predictability  for 
borrowers  and  liquidity  for  investors. 
And  it's  simple."  ■ 
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Stock  Comment 


Last  year  was  great  for  the  market,  if  not 
for  the  economy.  But  many  stocks  were  left 
behind,  some  undeservedly, 

SOME  STOCKS  THAT 
WERE  LEFT  BEHIND 


\K ySVMk  IN\  KSTMKNTS 


By  Heinz  H.  Biel 


This      issue  of 
iP'  •      Forbes   will  reach 

the  reader  at  about 
the  time  Ronald 
Reagan  will  be  inau- 
gurated. By  now  we 
have  a  pretty  good 
idea  of  what  he  in- 
tends to  do.  It's  part- 
ly in  the  Republican 
platform,  partly  in 
his  campaign  speeches  and  partly  in 
the  statements  by  members  of  the 
transition  team  and  of  his  future  Ad- 
ministration. What  we  do  not  know  is 
how  all  these  praiseworthy  objectives 
will  or  rather  can  be  done,  nor  do  we 
know  the  ranking  of  his  priorities. 

The  term  national  economic  emer- 
gency has  prudently  been  shelved  as 
being  too  strong,  too  scary.  The  econ- 
omy IS  not  in  a  state  of  "emergency," 
but  there  is  a  great  need  for  urgency, 
and  I  expect  that  economic  affairs  will 
have  the  highest  priority.  To  spell  it 
out  in  one  simple  phrase:  The  prob- 
lem is  how  to  contain  inflation. 

This  is  not  a  new  problem.  Every 
one  of  Reagan's  predecessors  has 
faced  it,  and  they  all  failed  to  solve  it. 
The  Reagan  Administration  will  try  a 
different  approach,  but  as  the  problem 
has  worsened  so  much  in  the  past  15 
years,  one  carmot  help  being  more 
than  a  little  skeptical.  It  is  precisely 
such  skepticism  that  makes  the  solu- 
tion so  very  difficult.  How  do  you 
establish  credibility?  How  do  you  con- 
vince the  American  people  that  we 
can  whip  inflation  now?  Unless  we 
can  break  the  inflation  mentality,  the 
task  seems  all  but  hopeless. 

Tax  cuts  are  fine,  but  most  people 
won't  benefit  because  their  Social  Se- 
curity deductions  are  increasing  so 
much.  How  can  the  Federal  Reserve 
effectively  slow  down  the  printing 
press  if  it  has  to  finance  a  built-in 

Heinz  H.  Biel  L<  a  rice  president  of  tlie  SYSE 
jinn  ofjantiey  Montgomen-  Scott 


current  budget  deficit  of  at  least  $50 
billion?  How  much  will  it  cost  to 
make  America  strong  again?  The  Pen- 
tagon's tastes  are  very  expensive. 
Other  presidents  have  tried  to  break 
down  the  walls  of  the  established  bu- 
reaucracy. They  not  only  failed,  but 
made  it  worse.  Let's  hope  that  the 
enormous  size  of  the  Reagan  transi- 
tion team  is  not  symptomatic  of 
things  to  come. 

These  are  just  some  of  the  risible 
problems,  but  there  are  always  unfore- 
seeable surprises  and  crises,  such  as 
befell  poor  Mr.  Carter,  and  they  can 
raise  havoc  with  plans  and  programs.  I 
don't  know  why  Ronald  Reagan  want- 
ed the  job,  but  I'm  sure  the  country 
wishes  him  well  and  keeps  its  collec- 
tive fingers  crossed. 

Nineteen-eighty  was  a  great  year  for 
the  stock  market.  Despite  the  reces- 
sion and  extremely  high  money  rates, 
such  broad-based  averages  as  the 
S&.P's  500  and  the  New  York  Stock 
Exchange  composite  index  gained 
better  than  25%.  That  is  about  twice 
the  rate  of  inflation,  not  even  count- 
ing dividends.  This  should  convmce 
the  doubting  Thomases  that  stocks 
are  a  much  better  inflation  hedge  than 
they  had  been  led  to  believe  by  the 
goldbugs  and  other  detractors  of  com- 
mon stocks  as  investments. 

A  promising  year-end  rally  ended 
abruptly  when  loe  Granville,  whose 
investment  letter  has  a  wide  and 
faithful  following,  reversed  himself 
overnight  and  recommended  to  sell  all 
stocks  and  go  short  of  the  market. 
Regardless  of  whether  he  is  a  lucky 
charlatan  or  a  brilliant  market  techni- 
cian. It  is  rather  frightening  that  one 
single  person  can  cause  a  selloff  of 
such  violence. 

As  is  always  the  case,  the  stocks  of 
many  companies  do  not  do  as  well  as 
the  general  market.  This  past  year 
some  of  the  largest  and  most  widely 
held  corporations,  such  as  Telephone, 
GM,  Sears,  Du  Pont  and  even  IBM 
(not  to  mention  utilities),  did  poorly. 
This  tends  to  give  all  stocks  a  black 


eye,  but  it  also  serves  to  teach  invo 
tors  that  the  biggest  arc  not  necessa 
ily  the  best. 

However,  there  were  also  some  b 
low-average  performances  that  a 
puzzling  and  as  frustrating  for  the  i 
vestor  as  they  must  be  for  manag 
ment.  Take  Emerson  Electric  (38),  f 
instance,  gaining  a  measly  3.9%  la 
year.  This  leading  and  broadly  diver; 
fied  producer  of  electrical  and  electro 
ic  products  is  widely  recognized  as  oi 
of  the  country's  best-managed  comp 
nies.  For  more  than  two  decades  ear 
ings  have  grown  year  after  year  no 
withstanding  the  ups  and  downs 
general  business  conditions  to  whii 
this  company  is  not  immune. 

The  Emerson  Electric  people  dor 
look  at  the  world  through  rose-colon 
glasses  as  some  managements  do 
California  or  along  Route  128  arour 
Boston.  They  are  highly  cost-co 
scious,  efficient  Midwesternci 
whose  financial  statements  can  1 
trusted.  Debt  is  a  moderate  13% 
the  company's  capitalization  and  i 
return  on  equity  rarely  deviates  fi 
from  a  respectable  20% .  | 

Yet,  as  far  as  the  stock  market 
concerned,  Emerson  Electric  has  be« 
a  dud.  Although  per-share  eamin 
and  dividend  payments  have  triplt 
in  the  past  ten  years,  the  stock  coi 
tinues  to  sell  far  below  the  levels  a 
tained  in  the  early  Seventies.  I  adrn 
that  the  stock  may  have  sold  at  ui 
duly  high  multiples  in  those  yeal 
when  it  was  considered  a  glamoj 
stock,  but  the  present  price  earninj 
ratio  of  barely  10  is  simply  too  low  f| 
a  stock  of  such  high  quality.  Emersq 
Electric  has  been  a  favorite  of  instit) 
tional  investors  for  years — they  nd 
hold  55%  of  the  stock — and  it  va\ 
have  been  institutional  buying  th 
lifted  the  price  of  the  stock  to  the  hij 
levels  of  1972-73. 

I  do  not  know  when  the  stock  w; 
break  out  of  the  rut  of  the  past  s 
years,  during  which  it  fluctuati 
roughly  in  the  30-to-40  range.  The 
seems  to  be  some  similarity  betwe( 
Emerson  and  Deere,  another  outstan 
ing  midwestem  company,  who 
stock  was  also  stymied  for  years  in 
similar  price  range.  Finally  Deere  g 
the  deserved  stock  market  recogi 
tion  in  1980,  when  it  rose  to  a  ne 
alltime  high  of  49%,  despite  a  stei 
decline  in  eamings.  The  Forbes  cov 
story  (Jan.  21,  1980)  on  Deere  pro 
ably  gave  the  stock  a  strong  boo! 
Investors  in  Emerson  Electric  mi 
have  to  be  patient  a  while  longer,  h 
the  eventual  reward  seems  all  bi 
inevitable.  ■ 


no 
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Stock  Trends 


decline  in  the  leading  indicators  should 
inforce  the  trend  toward  declining  inter- 
t  rates,  helping  financial  stocks. 

mGH  NOON  ON 
THE  POTOMAC 


By  Richard  B.  Hoey 

Sheriff  Reagan  is 

mac  on  horseback 
'T^  f^nt^   to  clean  up  a  tough 
.J|  town.  It's  high  noon 

against 

^^^^^^^B  come  so  used  to  in- 
tion  near  10%  that  it  seems  almost 
rmal.  But  at  that  rate,  a  30-year-old 
ner  of  a  $100,000  house  can  expect 

0  sell  for  about  $3  million  when  he 
ires  at  65,  while  the  purchasing 
•ver  of  his  savings  account  will  be 
rth  less  than  4  cents  on  the  dollar, 
n  the  last  ten  years,  any  Ameri- 

1  who  has  trusted  his  govemment 
maintain  the  soundness  of  our 

'rency  has  suffered  grievous  finan- 
1  loss.  But  nearly  everyone  who 
:  that  the  value  of  our  currency 
uld  be  debauched,  has  won  and 
n  big.  We  have  not  had  what  Fed- 
1  Reserve  Governor  Wallich  calls 
Dnest  money." 

Marshal  Volcker  and  Sheriff  Reagan 
ist  win  the  battle  against  dishonest 
iney  and  runaway  federal  spending, 
irshal  Volcker's  job  is  to  keep  mon- 
ry  and  credit  growth  under  deten- 
n,  despite  the  rowdy  crowd  trying 
break  them  free.  Sheriff  Reagan's 

is  to  face  down  the  big  spenders  at 
:  Congressional  Saloon. 

think  we'll  know  within  three  or 
ir  months  after  the  inauguration 
ether  they're  likely  to  succeed, 
ey've  got  a  good  chance  to  succeed, 
marily  because  the  1980  elections 
'e  Ronald  Reagan  a  clear  mandate 

implement  a  more  conservative 
)nomic  policy. 

rhe  sharp  decline  in  interest  rates 
m  March  to  June  1980  lasted  less 


lard  B  Hoey  is  a  vice  president,  economist 
!  investment  strategist  at  Baclx  Halsey 
in  Shields. 


than  90  days.  A  more  gradual  decline 
in  1981  has  a  better  chance  of  being  a 
prolonged  decline. 

There  are  two  completely  different 
kmds  of  declines  in  interest  rates.  In  a 
funny  money  decline  in  rates,  the  Fed- 
eral Reserve  floods  the  financial  sys- 
tem with  excess  reserves,  so  the 
whole  country  becomes  flush  with  li- 
quidity. Before  too  long,  however, 
monetary  growth  and  inflationary  ex- 
pectations surge.  The  demand  for 
credit  for  all  kinds  of  leveraged  infla- 
tion-hedge schemes  explodes  and  in- 
terest rates  soar  again.  These  funny- 
money  interest-rate  declines  tend  to 
be  very  brief  and  lead  to  a  rising  un- 
derlying trend  in  interest  rates  over  a 
period  of  years. 

In  an  honest  money  decline  in  inter- 
est rates,  the  Federal  Reserve  slows 
the  rate  of  money  and  credit  growth. 
As  inflation  expectations  drop,  the  de- 
mand for  credit  to  finance  inflation- 
hedge  speculation  erodes,  while  the 
willingness  of  investors  to  save  in- 
creases. An  honest  money  decline  in 
rates  is  likely  to  be  more  prolonged 
and  be  accompanied  by  a  falling  un- 
derlying trend  in  interest  rates. 

If  the  Reagan  Administration  cuts 
federal  spending  growth  and  the  bud- 
get deficit  enough  and  the  Federal  Re- 
serve holds  down  the  growth  in  mon- 
ey and  credit  this  year,  we've  got  a 
fighting  chance  to  have  an  honest 
money  decline  in  interest  rates.  The 
real  rate  of  interest  after  inflation  and 
after  taxes  has  been  negative  for  many 
years — years  in  which  the  underlying 
trend  of  interest  rates  has  been  up- 
ward as  the  demand  for  cheap  credit 
exploded.  If  we  move  into  a  period 
where  the  real  rate  of  interest  is  posi- 
tive, the  underlying  trend  in  interest 
rates  might  decline  for  the  first  time 
in  40  years.  The  Great  Bond  Collapse 
of  the  last  four  decades,  in  which  the 
purchasing  power  of  bonds  dropped  by 
as  much  as  stocks  did  in  1929  to  1932, 
finally  might  end. 

I  think  that  the  policy  of  the  Federal 
Reserve  in  the  next  several  months 
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will  be  the  mirror  image  opposite  of 
the  policy  it  pursued  in  the  late  sum- 
mer and  early  fall.  At  that  time  the 
pressures  on  interest  rates  were  up- 
ward, but  the  Fed  resisted  them  by 
supplying  excessive  reserves.  That 
just  triggered  faster  monetary  growth 
and  more  extreme  increases  in  inter- 
est rates. 

Today,  the  free  market  pressures  on 
interest  rates  are  downward.  I  expect 
that  the  Federal  Reserve  will  slow  the 
decline  in  rates  by  being  stingy  in 
supplying  bank  reserves.  That  should 
reinforce  the  trend  toward  a  slow- 
down of  monetary  growth  and  build  a 
base  for  a  more  prolonged  decline  in 
interest  rates. 

Nobody  in  America  will  believe 
that  inflation  is  going  to  be  controlled 
until  they  see  a  sharp  drop  in  the 
growth  of  federal  spending  and  realis- 
tic prospects  for  a  balanced  budget.  So 
I'm  pleased  that  some  members  of  the 
Reagan  Administration  appear  pan- 
icked by  the  recent  explosion  of  feder- 
al spending  and  the  rise  in  the  budget 
deficit.  That  means  that  they  have  a 
good  understanding  of  the  extreme 
dangers  posed  by  this  burst  of  govem- 
ment spending. 

There  are  three  alternatives.  We 
can:  1)  cut  the  growth  of  federal 
spending;  2)  finance  excessive  deficits 
by  crowding  out  private-sector  activi- 
ties with  sky-high  interest  rateS;  or 
3)  finance  excessive  deficits  by  infla- 
tionary money  creation.  We'll  quickly 
know  whether  President  Reagan  has 
enough  clout  with  Congress  to  cut 
spending  programs  sharply.  I'm  opti- 
mistic he  can  succeed. 

A  few  days  after  you  read  this  col- 
umn, the  govemment  will  announce  a 
decline  in  the  leading  indicator  index. 
This  should  help  reinforce  the  trend 
toward  declining  interest  rates,  bene- 
fiting the  financial  sector  stocks. 
Many  large  banks  are  available  at  very 
modest  multiples  of  earnings.  For  ex- 
ample, //-'.  Morgan  (52)  should  earn 
$9.60  in  1981,  and  Western  Bancorpor- 
atton  (36)  should  earn  $6.25. 

Products  Research  &  Chemical  (13)  is 
an  excellent  junior  growth  company. 
Its  new  polymer  technology  increases 
the  odds  that  earnings  could  grow  at  a 
powerful  30%  a  year  for  the  next  five 
years.  The  company  is  strong  in  insu- 
lation glass  and  also  benefits  from  the 
aerospace  and  telecommunications 
markets.  This  is  a  classic  buy  and  hold 
stock,  with  sales  likely  tO/grow  at  a 
25%  rate.  At  the  same  time,  profit 
margins  should  expand.  The  company 
earned  about  80  cents  in  1980  and 
should  earn  $1.10  in  1981.  ■ 


lES,  FEBRUARY!,  1981 


111 


Rnancial  Strategy 


If  you 
are 

seeking 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 


POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  122-123 
of  this  issue  for 

Forbes 

Classified 


Ferforma 
death^defsring  act. 


Have  regular 
medical  check-ups. 

-nd  Cf) 

iation\l^ 


Give  Heart  Fund 

American  Heart  Associi 


.  N.Y  Times 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet  2nd&  3rd  Aves.) 
N  Y  C.  753-8450-1 


Buy  what  you  really  know  about,  wheTi 
other  people  want  to  sell,  and  from 
dealer  you  have  good  reason  to  trust. 


COINING  MONEY?  n 


By  John  Train 


One  of  my  readers, 
Peter  Rhalter  of  Los 
Angeles,  shares  a 
most  interesting  let- 
ter on  some  of  his 
experiences  as  a 
coin  collector: 

"Almost  all  coin 
dealers  have  two  dif- 
ferent grading  stan- 
dards: buying  and 
selling.  It  is  quite  common  for  dealers 
to  buy  coins  as  ordinary  uncirculated, 
or  even  almost  uncirculated,  and  then 
sell  them  as  choice  uncirculated.  Your 
coin  may  indeed  be  choice  uncirculat- 
ed, and  sellable  as  such,  but  it  may 
require  offering  it  to  10  or  15  dealers 
before  an  acceptable  offer  is  made. 
There  is  a  margin  for  disagreement  in 
grading.  The  dealer  makes  sure  that 
margin  is  in  his  favor  when  buying. 

"One  solution  that  works  in  most 
cases  is  to  keep  each  coin  in  the  hold- 
er in  which  it  was  purchased.  This 
holder  should  clearly  state  the  coin 
date,  grade,  price  and  the  dealer  who 
sold  it.  The  receipt  should  be  kept. 
Most  dealers  will  repurchase  their 
own  merchandise  at  the  stated  grade 
if  it  is  presented  in  this  manner. 

"A  number  of  well-known  dealers 
belong  to  the  Professional  Numisma- 
tists Guild,  a  select  trade  organiza- 
tion. Membership  in  the  guild  is 
definitely  not  an  unqualified  endorse- 
ment of  grading  practices.  Member- 
ship is  useful  to  the  investor  in  one 
respect,  however.  All  PNG  members 
must  agree  to  submit  to  binding  ar- 
bitration in  case  of  disagreement 
with  a  customer. 

"I  was  personally  able  to  use  this 
rule  to  good  effect.  Early  in  1980  I 
took  a  small  gold  coin  back  to  a  PNG 
dealer  from  whom  it  had  been  pur- 

]obn  Train  is  president  of  Train,  Smith,  Inrest- 
uient  Counsel.  .\eu'  York,  and  the  antiior  of 
The  Money  Masters  a)id  Dance  of  the 
Money  Bees. 


chased  quite  a  long  time  before.  Th 
original  holder  clearly  stated  'Gei 
Brilliant  Uncirculated.'  The  dealer  o 
fered  me  slightly  above  what  I  paid  fc 
the  coin  even  though  the  listed  dealt 
'buy'  price  was  over  4  times  th; 
amount.  The  difference  was  well  ovi 
$1,000. 

"Immediately  thereafter  I  wrote 
letter  to  the  Professional  Numism 
tists  Guild  requesting  arbitratio 
Several  days  later  I  received  a  phoi 
call  from  my  dealer.  He  asked  that 
come  in  and  bring  the  coin.  The  dej 
er  purchased  it  for  very  slightly  belo 
the  listed  buy  price. 

"What  is  important  is  that  the  co 
was  in  its  original  holder  and  th 
holder  clearly  stated  the  grade.  Tl 
PNG  arbitration  rule  made  thin; 
easy,  but  I  suspect  there  may  be  oth 
legal  recourses  open  to  investors  in 
similar  situation. 

"Every  investor  must  be  able  < 
grade  his  purchase  personally.  Evfl 
the  most  honest  coin  dealer  (ar 
there  are  some)  makes  mistakes.  ^ 
one  knows  how  to  grade  coins  unl 
he  has  attempted  to  sell  a  few. 
more  people  understood  how  deale 
grade  when  they  buy  there  would  1 
fewer  problems. 

"Finally,  one  story,  told  to  me  by 
silver-dollar   dealer   with  whom 
have  dealt  for  many  years:  Son 
years  back  he  had  about  200  1884 
dollars.  All  in  nice  condition  b 
none  quite  true  uncirculated.  Tl 
1884-S  is  not  uncommon  in  almn 
uncirculated  but  genuinely  rare  | 
true  uncirculated.  One  of  the  cou  | 
try's  largest,  most  prestigious  co  | 
dealers  and  auctioneers  bought  all  , 
them.  The  silver-dollar  dealer  v\ 
curious  to  see  what  the  coins  wi 
being  sold  at.  So  he  had  a  friend  c. 
the  prestigious  dealer  and  ask  abo 
buying  an  almost  uncirculated  18^ 
S  silver  dollar.  The  response  v\ 
that  the  prestigious  dealer  had 
almost  uncirculated  1884-S  dolld 
for  sale  but  could  offer  a  true  unc 
culated  coin  at  an  attractive  prit 
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It  price,  inexpensive  for  a  true 
irculated  1884-S,  was  over  3 
es  what  the  almost  uncirculated 
been  sold  for.  Careat  emptor \" 
.  list  of  other  points  to  watch  out 
occurs  in  a  study  by  Jim  Cook  of 
sstment  Rarities,  a  well-regarded 
ineapolis  firm. 

Counterfeits :  Some  years  ago,  I  was 
;ed  to  sell  off  the  bulk  of  my  rare 
is.  I  owned  numerous  small  U.S. 
i  coins.  All  four  of  my  U.S.  $1  gold 
IS  were  counterfeits.  A  $10  Indian 

several  $5  gold  coins  were  also 
.  Even  now  I  can  remember  my 
:  and  bitterness.  The  fact  remains 
t  many  U.S.  gold  coins  are  coun- 
eit  and  some  dealers  sell  them, 
lie  others  can't  tell  them  from  the 

thmg. 

Treated :  A  valuable  heavily  'toned' 
ling  is  a  dark  hue  that  affects 
ly  coins  from  oxidation)  Barber 
rter  I  cherished  had  been  given  an 
ficial  toning  job.  The  coin  was 
■th  20%  of  my  cost  after  I'd  held  it 
years. 

impaired:  A  rare  Flying  Eagle  pen- 
[  had  purchased  early  in  my  career 
several  tiny  black  spots,  which  I 
le  to  find  out  diminished  the  value 
itly. 

Whizzed:  A  coin  dealer  once  of- 
d  me  several  rolls  of  1941-S  Walk- 
Liberty  half  dollars  at  a  ridiculous- 
ow  price.  I  thought  he'd  made  a 
take.  I  greedily  scooped  up  the 
aable  rolls  and  looked  for  the  near- 
exit.  It  was  a  trap.  The  coins  had 
been  buffed  with  jewelers'  rouge. 
:ead  of  being  worth  $40  a  coin, 
y  were  worth  $2. 

Damaged:  I  have  been  offered 
IS,  for  example,  a  $3  gold  piece 

000  value)  that  had  been  drilled 
3ugh  for  use  in  jewelry.  The  hole 
;  repaired  so  well  it  was  virtually 
loticeable. 

Mtered:  Many  coins  have  mint- 
rks  added  or  shaved  off  to  increase 
ir  value.  Many  are  crude,  but  some 
difficult  to  spot. 

Had  Deals:  The  worst  deals,  how- 
r,  are  those  issued  by  private 
Its.  All  that  fancy,  four-color  litera- 
;  promoting  gold  and  silver  com- 
morative  coins  from  some  obscure 
nds  offers  the  worst  investments. 

1  can  figure  to  get  two-thirds  less 
n  what  you  paid  for  the  stuff.  Sets 
ngots,  plates,  first  day  covers  and 
the  rest." 

o  what's  the  moral?  The  immemo- 
one:  Buy  what  you  really  know 

ut,  when  other  people  want  to  sell, 
from  a  dealer  you  have  good  rea- 
to  trust.  ■ 
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Oil  and  technology  issues  are  overdone. 
The  rest  of  the  market  languishes  sight  un- 
seen. This  is  where  I  am  going  for  1981. 

THE  YELLOW 
MARKER  SYNDROME 


By  Martin  T.  Sosnof  f 


Despite  wildly 
swinging  interest 
rates,  last  year  was  a 
vintage  time  for  eq- 
uities. The  broadly 
based  Standard  ik 
Poor's  index  rose 
25%,  and  all  this 
time  bonds  stuck  in 
negative-retum  ter- 
ritory. Interestingly, 
if  you  took  out  the  appreciation  in  oil- 
related  securities,  now  more  than 
30%  of  the  market's  valuation,  the 
averages  gained  less  than  1 5% . 

Where  does  one  go  with  his  money 
in  1981?  Historical  perspective  sug- 
gests that  the  leadership  of  one  year 
rarely  carries  into  the  next.  After  all, 
the  market  is  not  inefficient  forever. 
The  oils  have  been  bid  up  to  efficient 
prices,  and  if  you  extrapolate  eamings 
out  to  1984  they  are  on  parity  with 
the  Standard  &  Poor's  index  of  500 
stocks  for  1984,  which  works  out  to  6 
times  eamings.  At  this  juncture,  oil 
price  increases  are  reducing  consump- 
tion at  the  rate  of  2  million  barrels  a 
day,  all  of  this  coming  out  of  OPEC 
production.  If  the  psychotic  Middle 
East  continues  to  raise  prices  at  more 
than  a  10%  annual  clip  they  will  pre- 
side over  their  own  demise,  with 
OPEC  production  declining  from  its 
high  of  31  million  barrels  per  diem 
down  to  22  million  barrels  by  1984. 
Even  Saudi  Arabia  can't  pay  its  bills  if 
it  has  to  cut  back  to  AVi  million  bar- 
rels daily. 

The  dominant  market  phenom- 
enon this  past  year  on  the  part  of  the 
professional  investor  was  the  crowd- 
ing into  a  few  sectors  of  the  S&P's 
index,  namely  oils  and  technology, 
and  the  crowding  out  of  fixed-income 
securities.  Nobody  wants  to  know 
from  bonds  any  longer;  their  volatility 

Martin  T.  Sosiiqff  is  chairman  of  Atalaufa 
Capital  Corp ,  Sen-  York,  and  the  aiitlx>r  of 
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is  greater  than  stocks.  Money  man- 
agement firms  tore  their  hair  out  this 
past  year  at  the  nonperforming  sec- 
tors of  their  portfolios.  Interest-sensi- 
tive securities,  the  nondurables 
growth  sector  and  big  capitalization 
stocks  like  IBM  cost  performance. 

Meantime,  the  Apple  Computers  of 
the  world  doubled  and  tripled.  This 
action  cannot  continue  forever.  The 
country  is  going  to  slow  down  this 
year,  and  with  the  slowdown  comes  a 
sympathetic  decline  in  interest  rates 
because  the  demand  for  money  will 
abate  at  the  consumer  and  corporate 
levels.  The  forecasters  of  interest 
rates  who  were  right  this  past  year  are 
sticking  with  projections  of  substan- 
tial demand  for  funds  that  can  only  be 
made  up  from  a  bigger  takedown  of 
federal  agency  paper  and  corporate 
bonds  by  individuals.  You  should  also 
know  that  no  economist  has  ever  suc- 
cessfully called  the  demand  for  funds 
accurately  from  year  to  year.  Henry 
Kaufman,  for  example,  bases  his  pre- 
diction of  irregularly  higher  rates  on 
very  strong  demand  for  corporate 
credit,  sustained  high  Treasury  offer- 
ings and  a  big  increase  in  mortgage 
demand.  It  may  not  happen.  The  fu- 
tures market,  for  example,  calls  for  20- 
year  Treasuries  to  move  below  1 1 .5% 
by  midyear. 

Comparatively  high  rates  of  re- 
turn— 15%  on  corporate  bond  paper 
and  a  risk-free  rate  of  return  on  one- 
year  Treasury  bills  of  about  13.5% — 
should  not  be  dismissed  lightly.  Ex- 
trapolating the  earnings  power  of  the 
Standard  Poor's  index  two  years  out 
suggests  an  eamings  level  of  perhaps 
$18  a  share  for  1982  and  maybe  $16  a 
share  this  year.  The  latter  assumption 
suggests  flattish  eamings  for  1981.  A 
market  multiple  of  8'/2  times  1982 
eamings  of  $18  counts  out  to  only  153 
for  the  index.  This  is  no  more  than 
14%  above  135,  which  was  the  1980 
close  for  the  index. 

Unless  you  believe  the  market  will 
sell  at  more  than  8V2  times  eamings 
in  1982,  or  that  eamings  will  boom  in 


this  two-year  period,  stocks  are 
likely  to  match  a  rate  of  return  C( 
petitive  with  present  risk-free  mo 
market  investments  or  intermedi 
term  bonds.  If  you  own  stocks  t 
will  grow  more  than  15%  per  anni 
you  can  be  a  player. 

And  now  for  a  little  contrariani 
If  nobody  likes  bonds,  you  should  d 
some  15%  paper  for  now.  The  cr 
ness  in  oil  securities  and  technol 
issues  is  overdone.  Everyone  on  V 
Street  is  an  expert  on  the  Overthi 
Belt  out  West;  200,000  pairs  of  f 
glasses  are  trained  on  every  12,( 
foot  well  drilled  there.  You  are  at 
tail  end  of  an  information  retri< 
system  that  starts  with  the  geolo 
reading  core  samples  fresh  out  of| 
ground  and  calling  his  broker  col! 
from  the  nearest  pay  phone.  Incic 
tally,  Apple  Computer,  as  good  a 
cow  for  technology  speculation 
any,  has  moved  up  50%  from  its  ol 
ing  price.  (I  am  short  and  losing  m 
ey,  so  far.) 

The  remainder  of  the  market 
guishes  sight  unseen,  and  this 
where  I  am  going  for  1981.  The  en 
nondurables  growth  sector  sells  ; 
times  this  year's  earnings,  grow; 
12%  to  15%  a  year  and  sports  a  ret 
on  investment  of  20%,  or  bettei 
includes  issues  like  Anheuser-Bu: 
Pepsi,  Philip  Morris,  Heinz  and  c 
ers.  The  large  capitalization  gro' 
stocks  like  IBM,  Xerox  and  Eastr 
Kodak  are  hardly  at  a  minimal  pre 
um  to  the  market.  The  overplay 
drug  stocks  today  will  spill  over  i 
this  sector,  particularly  if  1981  ti 
out  to  be  a  down  eamings  year  for 
Standard  &  Poor's  500.  Very  possi 
There  are  banks  well  below  book 
ue  and  at  5  times  eamings,  not 
least  of  which  is  Morgan  Guarant 
short-term  rates  have  peaked,  b 
eamings  margins  will  turn  up  by 
second  quarter — the  market  smi 
this  coming. 

Last  month  I  got  a  call  from  an 
friend  out  West  who  had  put  toget 
an  oil  acreage  spread  in  the  salt  flat 
Utah.  He  had  leased  a  couple  of  11 
lion  acres  for  next  to  nothing 
asked  if  I  would  like  to  buy  5  mil 
shares  for  10  cents  a  share.  I  she 
come  on  board  and  help  him  de( 
where  to  drill.  Harry  suggested 
lease  a  helicopter  and  go  up  wil 
basket  full  of  yellow  smudge  pots, 
wherever  we  tossed  them  we  wc 
drill — to  hell  with  Schlumberger'i 
line  services.  This  is  sort  of  how  I 
about  last  year's  overspeculation. 
may  get  lucky  but  the  Great  Hum 
could  strike — again.  ■ 
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The  Forbes  i981 
Annual  Report 
Advertising 

is  a  special  opportunity  to 
^  1  present  your  company's 

performance  record  for  1 980  the  way  you 
want  it  presented.  Advertise  your  com- 
pany's annual  report  where  it  will  be 
exposed  to  the  very  top  of  the  investor 
market. 


REACH  AN  AUDIENCE  OF  ACTIVE, 
AFFLUENT  INVESTORS 

Of  FORBES'  690,000  subscribers,  92%  own  corpo- 
rate stock.  And  with  average  corporate  stock  hold- 
ings of  $387,000,  FORBES  subscribers  represent  a 
market  that  owns  over  $245  billion  in  corporate 
stocks.  FORBES'  subscribers  are  in  on  a  sizable 
piece  of  the  action  in  American  business.  And 
they're  in  a  position  to  invest  because  of  their  large 
personal  wealth.  Average  annual  personal  income 
is  nearly  $80,000  and  average  net  worth  tops  the 
$720,000  mark.  In  fact,  one  out  of  seven  FORBES 
subscribers  is  a  millionaire.  In  addition  to  their  own 
portfolios,  half  of  FORBES'  subscribers  help  make 
investment  decisions  for  others. 


A  COST-EFFICIENT  WAY  TO 
DISTRIBUTE  YOUR  ANNUAL  REPORT 

At  the  low  cost  of  $2,090  for  a  1/8  page,  black  and 
white  advertisement,  the  Annual  Report  Section  will 
feature  highlights  from  your  current  annual  report 
to  FORBES'  690,000  affluent  subscribers  at  a  cost- 
per-thousand  of  only  $3.03.  And  you'll  receive  tan- 
gible results  for  this  modest  promotion  investment 
because  the  readers  of  FORBES  respond  in  great 
numbers  to  this  yearly  section.  Last  year's  section 
generated  well  over  800,000  individual  requests  for 
annual  reports,  with  each  advertiser  receiving  an 
average  of  more  than  5,000  requests. 


Closing  date  for  space  reservations 
and  material 's /^Qf 13, 1981 

Cost  of  your  1/8  page  annual  report 
advertisement  is  090 


For  more  information,  consult  your  local  Forbes 
Representative  or  contact:  Stephen  G.  Nicoll, 
Director  of  Advertising,  Forbes  Magazine,  60  Fifth 
Avenue,  New  York,  NY  1 0011 .  Tel :  (212)  620-2228. 
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These  observations  are  not  guaranteed  to 
make  you  rich— just  provide  you  with 
some  perspective  in  trading  commodities. 

A  GUIDE  FOR 
THE  PERPLEXED 


By  Stanley  W.  Angrist 

Readers  who  have 
^^^JSjjjj^      never  traded  com- 
Mr^     '"^^    modities  before  fre- 
W  I'^so'^ly  write  asking 

ffl^ltf'^^Q^B   for  guidance.  They 

1  "'srfl--   ^ai   ^^^^  rules  to  help 
K  ^m^t^  jajl    them    take  profits 
\      M^W""'   from  markets  that 
Wttj^^      often  act  in  capri- 

I  jpr  cious  and  apparently 

 i*** —  • *  irrational  ways. 

Such  guidance  is  difficult  to  give  for 
several  reasons.  First,  most  successful 
commodity  speculators  eventually 
evolve  rules  that  are  peculiar  to  them. 
There  are  many  successful  methods  of 
trading  and  what  is  right  for  one  does 
not  necessarily  work  for  somebody 
else.  Second,  just  because  someone 
evolves  a  reasonable  set  of  rules  is  no 
reason  to  conclude  that  even  the  per- 
son who  made  them  up  will  actually 
follow  them. 

Barry  Lind  of  Lind-Waldock  &  Co. 
of  Chicago  has  evolved  a  collection  of 
rules  and  observations  that  he  has 
found  useful,  and  I  have  taken  the 
liberty  of  presenting  the  core  of  his 
ideas  here.  I  hope  they  help. 

Rule  1 :  Adopt  a  definite  trading  plan. 
Commodity  speculation  is  a  very  fast- 
moving  game.  Without  a  trading  plan 
or  technique  you  will  find  that  your 
decisions  are  based  on  emotion.  Such 
a  trading  strategy  is  the  royal  way 
(expressway)  to  the  poorhouse.  It  is 
only  by  adhering  to  a  preconceived 
formula  that  you  will  be  able  to  resist 
the  emotional  temptations  and  stress- 
es that  are  constantly  present  in  a 
speculative  situation. 

Rule  2;  If  you  are  not  sure,  don't 
trade.  It  has  been  observed  that  if  you 
are  unsure  of  a  position,  you  will  be 
influenced  by  a  multitude  of  extrane- 
ous and  unimportant  details  and 
might  well  end  up  taking  a  loss. 


Stanley  W.  Angrist  L%  a  professor  at  Carnegie- 
Mellon  L'nireiyit)'  and  the  author  of  Sensible 
Speculating  in  Commodities. 


Rule  3:  You  should  he  ahle  to  he  right 
40%  of  the  time  and  still  show  handwme 
profits.  Nobody  is  right  on  every  trade, 
but  average  profits  that  are  at  least 
twice  as  large  as  average  losses  with  a 
40%  success  ratio  will  make  you  into 
a  profitable  trader. 

Rule  4:  Cut  your  losses  and  let  your 
profits  ride.  The  toughest  rule  of  all. 
Most  speculators  fail  because  they  put 
a  limit  on  profits  but  no  limit  on 
losses.  This  situation  arises  because 
no  one  likes  to  admit  that  he  is 
wrong,  and  taking  a  loss  is  an  admis- 
sion of  error.  Taking  a  small  loss  does 
not  necessarily  mean  that  your  think- 
ing is  in  error,  but  perhaps  your  tim- 
ing was  in  error;  by  hoarding  your 
capital  for  a  second  shot  the  new  trade 
often  can  pay  for  the  incorrect  one 
and  leave  you  with  a  profit  to  boot. 

Rule  5:  If  you  cannot  afford  to  lose, 
you  cannot  afford  to  win.  If  you  are  not 
in  a  position  to  accept  losses  either 
psychologically  or  financially,  you 
have  no  business  trading. 

Rule  6;  Don't  trade  too  many  »iarkets 
It  is  next  to  impossible  for  an  individ- 
ual, especially  a  newcomer,  to  be  suc- 
cessful in  several  markets  at  the  same 
time.  The  fundamental,  technical  and 
psychological  information  necessary 
to  successfully  trade  more  than  a  few 
markets  is  more  than  the  nonprofes- 
sional trader  can  accumulate. 

Rule  7:  Don't  trade  in  a  market  that  is 
too  thin.  A  lack  of  adequate  participa- 
tion by  both  the  public  and  hedgers 
will  make  it  extremely  difficult  if  not 
impossible  to  liquidate  a  position  at 
anywhere  near  the  price  you  want. 

Rule  8;  Be  aware  of  the  trend  Even  if 
you  plan  to  trade  against  it,  you 
should  always  be  aware  of  the  trend. 
Most  traders  try  to  ride  with  a  trend 
and  not  buck  it,  but  successful  traders 
leam  to  recognize  when  a  trend  is 
about  to  run  its  course. 

Rule  9:  Don't  attempt  to  buy  tl.ie  bot- 
tom or  sell  the  top.  It  simply  can't  be 
done.  Traders  who  attempt  this  on  a 
regular  basis  are  called  heroes.  Alas, 
they  arc  always  the  first  to  perish. 


Rule  10:  Net'er  answer  a  margin  c 
The  receipt  of  a  margin  call  should 
a  clear  signal  that  you  have  sta; 
with  a  losing  position  way  too  long 
most  cases  answering  a  call  puts  5 
in  the  time-honored  tradition 
throwing  good  money  after  bad. 

Rule  1 1 :  You  can  always  sell  the  J 
rally  or  buy  tfje  first  break  Generall 
market  that  has  established  a  tn 
either  up  or  down  will  have  a  reacti 
and  good  interim  profits  can  be  mj 
by  recognizing  this  reaction  and  t 
ing  advantage  of  it. 

Rule  1 2 :  \ei  er  spread  a  loss.  Turn 
an  outright  long  or  short  position  i: 
a  spread  by  buying  or  selling  anot 
contract  month  will  almost  ne 
help  you  and  in  most  cases  guarant 
a  locked-in  loss.  Outright  liquidat 
IS  preferable  in  almost  every  case. 

Lind  has  added  the  following  obi 
vations,  which  are  not  rules  but 
guides  to  understanding  yourself ; 
the  markets. 

Observation  1 :  You  must  retain  0 
trol  of  the  situation  and  yourself  Ne 
allow  a  position  to  control  you.  WI 
a  position  is  larger  than  what  y 
account  can  comfortably  handle,  ^ 
will  find  that  it  affects  your  judgme 

Observation  2:  Tl.ie  commodity  d 
not  know  that  you  own  it  Do  not  U 
trading  personally.  The  market  is 
trying  to  single  you  out  by  its  acti 
and  it  won't  feel  bad  if  you  liquida 
position.  Love  your  spouse,  love  y 
kids,  even  love  your  dog,  but  never 
in  love  with  a  long  or  short  positioi 
bellies  or  whatever. 

Observation  3:  The  market  alu 
looks  worst  at  or  near  its  bottom,  or  1 
near  its  top.  If  you  can't  think  c 
single  fundamental  reason  to  bul 
commodity,  the  market  is  ,proba 
getting  ready  to  turn  up;  likewise 
markets  going  through  the  roof  . 
you  can't  think  of  a  reason  to  short 

Observation  4:  Equity,  not  ci 
should  he  your  byword  If  the  mar 
goes  up  100  points,  all  the  longs  ^ 
make  the  same  amoimt  of  money 
gardless  of  where  they  got  in.  Li 
wise  all  the  shorts  will  lose  the  S£ 
amount.  Do  not  let  your  positior 
confused  by  traders  who  bought  sc 
er  than  you  did,  but  rather  corn, 
trate  on  your  own  change  in  equit 

Observation  5:  Treat  paper  profit 
though  they  were  your  own  money  A 
all,  they  are.  (Unfortunately,  the  si 
rule  holds  true  for  losses.) 

These  rules  and  observations  are 
guaranteed  to  make  you  rich,  fame 
happy  or  even  lose  weight.  They  w: 
hope,  provide  some  perspective  in  y 
commodity  trading.  ■ 
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ople  not  only  feel  the  grass  is  greener  in 
?  other  yard,  it's  also  easier  to  mow. 

"REUD  AND  FINANCE 


By  Srully  Blotnick 

fpEW  things  are  more 
thrilling  to  a  psy- 
chologist than  to 
track  a  pair  of  iden- 
tical twins  who 
have  lived  apart 
since  birth.  Since 
they  are  genetic 
copies  of  one  an- 
other— clones,  if 
you  will — their  dif- 
ices  have  to  be  due  to  individual 
;riences,  not  heredity, 
nding  pairs  of  businesses  that  are 
ily  comparable  can  prove  just  as 
ninating.  For  instance,  consider 
case  of  two  small  firms  which 
e  customer  populations  that  are 
□economically  similar  and  of 
il  size.  Suppose,  too,  that  both  of 
firms  were  founded  and  are  still 
by  just  one  person,  and  carry  near- 
entical  product  lines,  inventoried 
|ual  depth,  available  to  customers 
Imost  identical  prices.  What  will 
discover  as  a  result  of  carefully 
nining  as  many  pairs  of  such  busi- 
es as  you  can  find? 
ne  very  important  answer  con- 
s  money.  As  Carl,  the  owner  of  a 
ware  store,  said  about  Phil,  who 
s  another  that  is  close  to  being  a 
on  copy  of  his:  "He  makes  more 
profit  than  I  do." 
hat  makes  the  comment  so  bi- 
2  is  that  the  words  could  have 
e  from  Phil.  "I  go  past  his  store 
sionally,"  Phil  said,  "and  I  can 
he's  doing  more  business  than 
'  When  Phil  was  told  that  the  two 
;s  had  average  monthly  sales  vol- 
s  that  were  approximately  the 
e,  he  replied:  "Doesn't  matter. 
1  still  eaming  more." 
artha  and  Janet  are  pediatricians, 
rivate  practice  in  similar  suburbs. 


•ully  Hlotnick  is  a  practicing  psy^chologist 
author  of  Getting  Rich  Your  Own  Way 
Winning:  The  P.sychology  of  Succes.st'ui 
ting. 


The  patient  populations  they  serve 
are  largely  the  same  demographically, 
as  are  the  kinds  of  complaints  both 
physicians  see  and  the  case  loads  they 
handle.  The  ages  and  training  of  the 
two  women  differ  little. 

Nevertheless,  each  is  convinced 
that  the  other  is  earning  more.  In 
Martha's  view:  "The  people  in  her 
town  have  higher  incomes  than  the 
ones  here.  They  can  pay  more."  When 
Martha  was  shown  statistics  indicat- 
ing that  the  two  towns  were  on  a  par, 
she  replied:  "Then  it's  probably  be- 
cause she's  charging  them  more, 
that's  all." 

Well,  as  a  matter  of  fact,  she's  not. 
Janet's  fee  schedule  is  approximately 
the  same  as  Martha's.  Upon  hearing 
that,  Martha  said:  "She  may  make  the 
same  amount  I  do,  but  you  can  bet 
your  boots  it's  easier  for  her." 

Janet  didn't  think  so.  Actually,  she 
held  a  similar  view  of  Martha  and 
doubted  that,  as  she  put  it,  "anyone  in 
my  field  works  as  hard  as  I  do  for  the 
money  I  earn." 

Jack  is  the  president  of  a  $3  million 
(sales)  electronics  firm  located  only 
an  hour's  ride  from  one  headed  by 
Ron.  The  firms,  and  the  two  men,  are 
quite  similar.  In  particular,  the  net 
eamings  of  each  corporation  and 
Jack's  and  Ron's  total  compensation 
vary  by  only  a  few  thousand  dollars. 
What  does  Jack  think  of  the  effort 
that  Ron  has  to  expend  to  produce 
those  earnings? 

"Ron's  got  a  few  good  customers, 
big  ones,"  Jack  said,  "and  he  just 
rakes  it  in.  It's  like  shooting  fish  in  a 
barrel  for  him."  In  brief.  Jack  was  of 
the  opinion  that  Ron's  firm,  and  Ron, 
made  more  money — and  made  it  with 
decidedly  less  effort. 

Ron  held  precisely  the  opposite 
view.  "The  house  that  Jack  built," 
Ron  said  with  an  air  of  resignation, 
"is  really  a  bank." 

For  all  the  differences  that  exist 
among  pediatricians,  corporate  execu- 
tives and  store  owners,  there  remains 
at  least  one  point  upon  which  they  all 
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agree:  Whenever  they  have  a  chance 
to  compare  themselves  to  their  pro- 
fessional twins,  they're  convinced 
their  twin  makes  more  money  than 
they  do,  and  does  so  more  easily  to 
boot.  Not  only  is  the  grass  greener  in 
the  other  yard,  they  think  it's  easier 
to  mow. 

What  relevance  does  that  have  to 
you?  It  has  an  enormous  amount  if 
you  work  or  invest.  We  live  our  lives 
inside  ourselves.  That's  how  we're 
structured  anatomically;  there's  not 
much  we  can  do  about  it.  We  are 
painfully  aware  of  every  little  thing 
that  happens  to  us.  Our  thoughts,  ob- 
servations, moods  and  movements 
stream  by,  and  are  of  consuming  im- 
portance. We  might  want  to  know 
what  someone  else  is  thinking  and 
feeling  at  every  moment — especially 
if  we're  in  love  with  the  person — but 
we  can't.  Whether  we  like  it  or  not, 
we're  largely  stuck  inside  ourselves. 

That  makes  us  assume  everyone 
else  has  less  of  a  problem  accomplish- 
ing something  significant.  We  know 
about  our  own  moments  of  discom- 
fort and  effort,  turmoil  and  sweat,  but 
not  theirs.  We  quickly  conclude  that, 
as  Serior  Wences  used  to  say,  "is  easy 
for  you,  is  difficult  for  me." 

On  the  basis  of  that  natural  but 
wildly  erroneous  conclusion  many 
proceed  to  do  something  not  in  the 
least  amusing:  quit.  The  words  of  one 
investor  express  the  view  of  the  rest: 
"What  am  I  breaking  my  back  for?  No 
one  else  is  working  this  way,  and 
they're  making  much  more  than  I." 
With  that,  he  liquidated  a  stock  that 
was  just  about  to  soar. 

Surprisingly,  that  happens  even 
more  frequently  with  jobs  than  in- 
vestments. People  who  felt  they  were 
laboring  away,  while  others  were 
goofing  off,  eventually  decided  that  it 
just  wasn't  worth  it.  "I  work,"  said 
one,  "and  they  do  nothing.  And  can 
you  believe  it?  They  earn  more  than  I 
do."  Thanks  to  a  distorted  view  of 
what  others  do,  an  element  crucial  to 
success  was  lost:  persistence.  Resent- 
ment built  up  until  it  seemed  ridicu- 
lous to  persevere  any  longer. 

Unfortunately,  it  never  occurred  to 
those  who  secretly  threw  in  the  tow- 
el, and  have  been  merely  going 
through  the  motions  ever  since,  that 
perhaps  it's  hard  on  all  of  us  just  now. 
For  the  overwhelming  majority  of 
people,  neither  work  nor  investing  to- 
day is  a  breeze. 

Hmm,  maybe  there's  one  excep- 
tion. I  haven't  had  a  chance  to  ask 
them  all,  but  I'm  quite  certain  no  oth- 
er psychologist  works  this  hard.  ■ 
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Observations 


Saves. 


■  Commissions  about  30%  less 
than  full  rate  brokers  (subject  to 
S25  minimum). 

■  Our  clearing  firm  which  carries 
your  account  has  capital  in  excess  of 
ISOO  million. 

■  Fast,  efficient  phone  service. 

■  Keogh,  IRA  and  Corporate 
Acct)unts. 

■  Sliding  scale  margin  rates— 
iheHarger  the  debit,  the  lower  the 
interest  rate. 

■  Securities  in  Each  Account 
Protected  to  'i.S()(),(X)(). 

C.  D.  Anderson  &  Co. 

liuarporawJ 

Discount  Stock  Brokerage 

I41.S)  4.V-212() 

California  Toll  Free  l«(X))  622-087S 
National  Toll  Free  (H(K))  227-4216 
Alaska/Hawaii  Toll  Free  (800)  227-3033 
International  Telex  27H312  ANDCO  (RCA) 
M)()  Montgomery  St., San  Francisco, CA  94104 
Member:  Pacific  Stock  Exchange, 
NASD,SIPC 

Orders  executed  on  all  national  securities 
exchanges  through  our  correspondent. 


CORPORATE  REPORT 


Take  advantage 
of  this  new,  low-cost 
advertising  service 
from  Forbes 

It's  where  publicly-held  corporations 
can  report  current  developments  to 
America's  most  important  investors. 

Corporate  Report  Updates  will 
appear  once  a  month  in  1 981 .  For 
added  editorial  impact  and  rele- 
vance, it  will  be  positioned  in  Forbes' 
popular  section,  "Money  and 
Investments." 

The  cost  IS  modest.  A  minimum- 
sized  message  (36  lines)  is  only 
$2,1 24,  which  is  just  $3.08  for  each 
thousand  subscribers.  Additional 
space  at  $59  per  line. 

Call  or  write  today  for  all  the  details: 
Sarah  Madison 

Cotporate  Report  Updates 
Forbes  Inc. 
60  Fifth  Avenue 
New  York,  NY  10011 
Phone: (212)  620-2371 


The  current  stringency  mvLSt  be  permittet 
to  develop  into  a  full-blown  crisis  before  \ 
will  greatly  affect  the  inflation. 

STAY  LIQUID-^AND 
HOPE  FOR  THE  BEST 


By  Ashby  Bladen 


For  years  now  it 
has  been  both  fash- 
ionable and  smart 
to  borrow  and  use 
s     the  inoney  to  buy 

  things  hke  houses 

,      '  i      that  are  regarded  as 
Jjt  ^  inflation  hedges. 

The  property  appre- 
ciated     in  value 

^  ^^—M  while  the  burden  of 

the  debt  steadily  depreciated.  That 
era,  in  my  opinion,  is  fast  drawing 
to  an  end.  During  the  four-year 
term  of  the  incoming  Administra- 
tion one  of  two  things  will  occur. 
Either  we  will  experience  a  disas- 
trous hyperinflation  that  ends  by 
virtually  wiping  out  all  the  wealth 
that  is  held  in  the  form  of  financial 
claims;  or  there  will  be  a  drastic 
shrinkage  of  credit  that  produces  se- 
vere losses  for  imprudent  borrowers 
and  lenders  but  ends  in  a  deflation 
that  will  considerably  enhance  the 
real  value  of  financial  instruments. 

Neither  alternative  is  pleasant,  but 
a  financial  crisis  is  far  less  disagree- 
able than  hyperinflation.  That  is  why 
I  recommended  in  the  last  issue  that 
President  Reagan  precipitate  a  crisis 
even  before  his  inauguration,  by  op- 
posing the  bailout  of  Chrysler,  Then 
he  could  say,  as  they  do  in  the  Navy: 
"It  didn't  happen  on  my  watch." 

The  spiral  of  accelerating  inflation 
can  be  kept  going  until  it  completely 
destroys  confidence  in  financial  as- 
sets. The  National  State's  credit  is  in 
principle  unlimited  because  it  can  de- 
clare its  notes  to  be  legal  tender  and 
force  the  rest  of  us  to  accept  them. 
The  State  can  make  unlimited  loans 
to  everybody  else.  The  German  Cen- 
tral Bank  did  that  after  World  War  I, 
until  late  1923  when  starvation  im- 

Mhhy  Bladen  is  $e}iior  vice  president-inrest- 
meius  for  tlx  Guardian  Life  Insurance  Co  of 
America,  and  cmtlxjr  of  How  to  Cope  with  the 
De\eloping  Financial  Crisi.s. 


pendcd  because  the  farmers  refused 
ship  food  to  the  cities  in  exchange  I 
worthless  financial  instruments.  ( 
the  other  hand,  if  the  State  is  n 
willing  to  do  that,  the  inflationary  s] 
ral  will  collapse  at  some  point  wi 
short  of  German-style  hyperinflatii 
because  the  losses  in  bankruptci 
will  force  lenders  to  cease  extendi 
an  excessive  and  inflationary  amou 
of  credit. 

President  Reagan  must  shortly  c 
cide  what  he  is  going  to  do  about  t\ 
financial  dilemmas.  The  first  of  the 
is  fiscal  policy — the  question  of  he 
much  the  federal  government  is  got 
to  borrow.  Mr.  Reagan  wants  to  i 
crease  military  spending  in  order 
improve  our  ability  to  oppose  aggr< 
sion.  That  obviously  needs  to  be  doij 
He  also  wants  to  cut  income  taxes 
order  to  stimulate  productive  cffo) 
and  increase  the  rate  of  econon 
growth.  Regular  readers  of  this  o 
umn  know  my  fears  about  the  inf 
tionary  consequences  of  doing  tl 
without  also  reducing  total  expen 
tures  correspondingly.  However, 
seems  clear  that  income  taxes  do  ha 
to  be  reduced  substantially,  before  i 
of  us  disappear  into  the  subterrane 
economy  to  escape  the  clutches  of  t 
Internal  Revenue  Service. 

So,  there  is  one  of  Reagan's 
lemmas:  How  to  reconcile  the  gl 
ing  need  for  tax  reduction  with  i 
equal  need  for  increasing  defei 
spendmg  and  reducing  federal  b 
rowing.    The    now-famous  Ken 
Stockman  memorandum  is  a  step 
the  right  direction.  It  contains 
clearest  analysis  of  economic  and 
nancial   conditions   and   the  m 
tightly  reasoned  policy  conclusii 
that  I  have  ever  seen  or  expect 
see  from  the  pens  of  politicians. 

But  the  other  financial  dilem 
that  Mr.  Reagan  faces  has  to  do  w 
what  is  usually  called  monetary  pi 
cy,  but  which  I  prefer  to  call  liquic 
policy.  That  is  the  question  of 
terms  upon  which  all  the  rest  of 
will  be  able  to  borrow.  Here  Kerr 
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Stockman's  recommendations 
less  clearly  spelled  out.  They  say 
t  the  Fed  should  concentrate  on 
inging  the  growth  of  Federal  Re- 
/e  credit  and  bank  reserves  to  a 
dent  rate  and  stabilization  of  the 
mational  and  domestic  purchas- 
power  of  the  dollar."  I  believe  that 
:he  current  environment  that  is  a 
jcription  for  a  financial  crisis;  but 
s  not  clear  that  many  politicians 
ler  understand  or  realize  that  the 
rent  stringency  must  be  permitted 
develop  into  a  full-blown  crisis, 
h  bankruptcies  and  losses,  before 
'ill  greatly  affect  the  inflation. 

is  still  too  early  to  be  sure,  but  I 
se  that  the  President's  advisers 
I  in  fact  recommend  a  middle 
rse.  They  do  not  favor  bailing  out 
rybody  with  Carter-like  abandon, 
they  do  appear  to  view  a  financial 
is  as  a  disaster  to  be  avoided  if 
iible  rather  than  a  necessary  evil 
be  gotten  over  with  as  soon  as 
iible.  That  is  a  recipe  for  a  lengthy 
od  of  agony,  similar  to  the  one 
I  the  British  are  suffering  through, 
ch  will  not  greatly  affect  the  ulti- 
:e  results.  An  administered  crisis 
lid  be  more  painful  while  it  lasts, 

it  could  be  over  soon.  And  the 
mative  is  likely  to  be  an  uncon- 
led  panic. 

he  new  Administration  will 
btless  make  decisive-sounding 
>es  during  its  first  weeks  in  office,- 
until  they  are  backed  up  by  deeds 
congressional  enactments  it  is 
r  that  we  are  in  for  a  period  of 
cimum  uncertainty.  Nevertheless, 
lave  to  manage  our  businesses  and 
;stments  on  some  rational  basis, 
at  to  do? 

lost  Americans  are  still  assuming 
;  serious  and  permanent  inflation 
nevitable,  but  that  a  deflationary 
is  is  highly  improbable.  If  financial 
ket  prices  already  reflect  that  sce- 
o,  there  is  probably  not  too  much 
'e  to  be  made  if  it  is  right;  and  a 
d  deal  to  be  lost  if  it  is  wrong, 
refore,  I  continue  to  recommend 
:  you  avoid  liquid  liabilities  and 
1  a  substantial  part  of  your  resourc- 
1  liquid  assets. 

^hat  are  liquid  assets  and  liabili- 
?  Liquid  liabilities  are  debts  that 

have  to  repay  in  the  near  future, 
it  the  demand  of  the  lender.  Rec- 
nended  liquid  assets  for  small 
)unts  of  money  are  bank  deposits 
:  arc  covered  by  federal  deposit 
irance.  For  larger  sums,  U.S.  Trca- 
/  bills  are  probably  the  safest  and 
>t  liquid  investments  in  this  un- 

and  illiquid  old  world.  ■ 


That  is  why,  before  we  invest  in  a 
company,  we  conduct  in-depth  research. 
We  look  closely  at  fundamental  factors 
that  should  lead  a  company  to  enjoy 
growing  revenues,  increased  earnings, 
and  higher  dividends. 

If  a  company  can  deliver  these  at  an 
above-average  rate,  we  think  they  will 
result  in  a  higher  market  value,  eventually. 
That  is  what  the  Growth  Stock  Fund 
is  all  about.  Shouldn't  you  consider 
this  approach? 

Call  toll-free  1-800-638-5660.  If 
busy,  or  in  Maryland,  call  301-547-2308 
collect. 


T.  Rowe  Price 
Growth  Stock  Fund 

A  No-Load  Fund 

100  East  Pratt  Street 
Baltimore,  Maryland  21202 


Name 


Address 


A6 


City 


State/Zip 

For  more  complete  informatiDn,  including  man 
agement  fee  and  other  charges  and  expenses, 
I   obtain  a  prospectus  Read  it  carefully  before 
I   you  invest  or  send  money.  | 


Like  wine, 

a  company's  future  value  will  depend  on  how  well  it  ages. 


The  American  Cancer  Society  thanks  you. 
Your  employees  thank  you. 
Their  families  thank  you. 

You've  become  a  life  saver.  Literally.  For  installing  our 
Employee  Education  Program.  For  letting  us  supply  free  films, 
exhibits,  speakers,  pamphlets,  posters,  and  articles  for  your 
company  publications.  For  accepting  our  help  in  arranging 
"action"  programs  for  your  employees . . .  for  detection  of 
colorectal  cancer,  instructions  in  breast  cancer  examination,  for 
detection  of  cervical  cancer  via  the  Pap  test.  For  simply 
understanding  that  if  cancer  is  detected  in  its  early  stages, 
chances  for  cure  are  greatly  increased.  Thank  you. 

Hundreds  of  companies  now  have  an  American  Cancer 
Society  Employee  Education  Program.  If  yours  isn't  one  of 
them,  call  us. 


American  Cancer  Society 

2X)00X)00 people  fighting  cancer. 

I  HIS  SPACt  CONTKIBUTED  AS  A  PUBLIC  SERVICE. 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


Adobe  Oil  &.  Gas   74 

Allis-ChalmcTs   90 

Aluminum  Partners  of  Jamaica   36 

American  Airlines   76 

American  Can   70 

AT&T   44,  80,  88 

Anaconda   36 

Anheuser-Busch  1 14 

Apple  Computer   1 14 

Arab  Investors  Group  S.A.  (Luxembourg)   34 

Associates  First  Capital   84 

AutEx  Systems   103 

Balcor   79 

Baldwin-United   84 

Bank  of  the  Commonwealth   34 

Bayer  AG  (W.  Germany)   48 

Beneficial  Corp   109 

Berkshire  Hathaway   88 

Bethlehem  Steel   70 

Borg- Warner  50,  69 

Branifflntl   76 

Brascan,  Ltd  (Canada)   42 

Bull  tt.  Bear  Group   82 

CBS   10 

Cadillac  Fairview   43 

Caterpillar  Tractor   46 

Celanese   48 

Cemp  Investments  (Canada)  42 

Chrysler   10,  65,  69 

Ciba-Geigy  (Switzerland)   48 

Citicorp  46,  109 

Coastal   74 

Conoco  46,  49 

County  Federal  S&L  94 

Dana  84,  90 

Deere  &.  Co  1 10 

Diamond  Financial  Holdings   84 

Dow  Chemical   70 

Drake  Beam  Morin   10 


Dreyfus  82 

Du  Pont   48,  73 

Eastern  Air  Lines   76 

Eastman  Kodak   12,  114 

Edper  Investments  Ltd  (Canada)   42 

Emerson  Electric   1 10 

Exxon   60 

Fidelity  Group   82 

Financial  Programs  82 

Ford  Motor   10 

GEICO   86 

GE   70 

GM   10,  46,  65,  73,  80,  109 

General  Ohio  S&L  84 

Goodyear  Tire  &.  Rubber   70 

Aida  Grey   96 

Gulf  Oil  Canada  Ltd   46,  60 

Gulf  &.  Western  Inds   84 

Harcourt  Brace  Jovanovich   10 

H  ).  Heinz   114 

Hertz   92 

Honda  (|apan)   10 

IP  Credit   84 

Ilona  of  Hungary   96 

Inco   70 

IBM   70,  80,  114 

International  Harvester  73 

International  Paper  84 

Kaiser  Aluminum   36 

Georgette  Klinger   96 

A.B.  Laffer  Assocs   74 

LearAvia   74 

Leasco  Corp   109 

Litton  Inds   10 

MCI  Communications   88 

Mazda  (Japan)   10 

Meredith  Bank  &.  Trust   84 

Mesa  Petroleum   74 

Mitchell  Energy   74 


Mobil   

Monsanto   ,.. 

|.P.  Morgan   

National  Steel   

Noranda  Mines   

Pacific  Homes  Corp  

).C  Penney   

PepsiCo   

Petro-Lewis   

Philip  Morris   

Postal  Instant  Press   

Prime  Computer  

Products  Research  &.  Chemical 

Ranger  Oil  

J.H  RaynerLtd(U.K.)   

Rcxnord  

Reynolds  Metals   

SNW  Commodities   

Savin   

Seagram  

Sears,  Roebuck   

Selected   

Standard  Oil  (Calif.)   

Sun  Chemical   

Sunshine  Mining   

Teledyne  

Tenneco   

Texaco   

Texas  Eastern  Transmission  

Thomson  McKirmon  

Trizec  Corp.  Ltd  (Canada)   

Union  Carbide   

United  Financial  

U.S.  Steel   

Christine  Valmy   

Volkswagen   

Western  Bancorporation   

Wilshire  Assocs   

Xerox   


Do  you  know  anybo^ 
who  is  somebo^  inbusinei^ 
wiio  does  not  read 
Forbes  Magazine? 
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le  more  things  change.  .  .  ." 
s  from  past  issues  of  Forbes. 

irears  ago  in  Forbes 

leen  browsing  [says  Editor  B.C. 
around  places  where  the  Wall 
cker  docs  not  tick,  where  the 
ips  and  downs  of  stock  ciuota- 
)uble  not  the  inhabitants,  and 
ley  deal  with  the  actualities  of 

and  industry  rather  than  with 
es  of  paper  which  engross  the 
1  of  the  Stock  Exchange.  And  I 
nd  that  in  these  places  there  is 
)ught  that  the  United  States  is 
or  terrible  disaster.  True,  in  a 
ny  places  there  has  been  a  good 
aying  off  of  workers  or  the  cut- 
n  of  the  working  week.  It  is  well 
od  that  the  crazy  boom  spun  by 
is  over  and  that  everything  is 
back  towards  normal.  But  these 
is  a  rule,  are  glad  of  it.  They 
■  the  passing  of  20  cent  sugar, 
s,  $75  and  $100  suits,  extortion- 
h-priced  dresses  and  underwear 

and  house  furnishings,  abnor- 
ar  bread,  $1.25  and  $2  a  pound 
nd  all  the  other  uncomfortable 
ich  the  war  brought  in  its  train. 

d  a  million  dollars  of  your  own, 
lu  work?  Would  you  don  a  pair  of 

go  into  a  factory,  perhaps,  or 
)comotive,  or  do  a  thousand  and 
r  unpleasant  things  so  that  you 
m  to  become  a  useful  member  of 
Or  would  you  be  a  drone?  Prob- 
would  work,  just  as  so  many  of 
of  millionaires  are  doing  today. 
;m  could  live  the  carefree  lives  of 
jtterflies  if  they  pleased,  but 
them  have  preferred  to  prepare 
'es  for  future  usefulness,  to  do 

develop  the  resources  of  the 
id  to  provide  work  for  countless 
Is. 


cial  world  possess  some  indefinable  pow- 
er to  separate  the  public  from  their  mon- 
ey. Not  one  person  in  a  thousand  has  any 
clear  idea  of  how  a  bank  or  trust  com- 
pany earns  its  profits. 

A  welcome  example  has  just  been  set 
by  the  United  States  Trust  Co.  of  New 
York.  It  has  published  a  detailed,  item- 
ized list  of  its  stock  and  bond  invest- 
ments, giving  exact  descriptions  of  the 
various  securities  owned,  including  their 
dividend  or  interest  rates,  their  maturity 
dates,  par  value,  book  value,  price  paid 
and  the  income  yield.  This  information 
is,  of  course,  supplemented  by  the  cus- 
tomary figures  called  for  by  law,  showing 
total  loans,  deposits,  reserves,  etc. 

Fifty  years  ago 

It  Won't  Stand  Much  More  Pruning 


Edited  By  Dero  A.  Saunders 


(left)  (incl Junius  Sjwiicer  Mortem 

:ements  of  payments  of  enor- 
'idends  by  financial  institutions 
nd  to  allay  the  suspicions  of  the 
ed  that  the  insiders  in  the  finan- 


A  sour  1931  I'iew  of  tire  price-cutti)ig 


As  foreseen  by  Forbes,  another  spasm  of 
price-cutting  has  overtaken  the  rubber 
tire  industry.  The  writer  learned  in  Ak- 
ron, rubber  capital  of  the  world,  weeks 
ago  that  such  action  was  likely,  mainly, 
it  was  explained,  because  of  the  conduct 
of  Sears,  Roebuck  and  Co.  Ridiculous  and 
incredible  though  it  sounds,  rubber  man- 
ufacturers confess  that  they  are  largely  at 
the  mercy  of  this  mail  order  house.  Natu- 
rally, Sears,  Roebuck  and  other  mail  or- 
der sellers  of  all  kinds  of  merchandise  are 
more  concerned  about  being  able  to  at- 
tract customers  through  low  prices  than 
they  are  concerned  about  the  well-being 
of  the  rubber  industry.  Tires  make  excel- 
lent "leaders"  to  attract  agricultural  and 
other  customers  who  patronize  mail  or- 
der companies.  Therefore,  it  is  not  a 
matter  of  life  and  death  to  these  retailers 
of  a  thousand  and  one  articles  whether 
they  make  or  do  not  make  a  fair  margin 
on  this  particular  article.  But  it  is  a  mat- 


ter of  life  or  death  to  the  vastly  impor- 
tant rubber  industry.  .  .  . 

The  U.S.S.R.  is  certainly  getting  public- 
ity even  though  it  cannot  be  said  to  be 
entirely  favorable.  The  capitalistic  world 
seems  gradually  awakening  to  the  threat 
that  Russia  holds  if  her  plans  work  out, 
and  all  news  of  whatever  nature  bearing 
on  the  subject  is  avidly  devoured  by  the 
public.  Unfortunately  probably  90%  of 
that  news  is  either  definitely  false  or  at 
least  too  prejudiced  to  be  reliable. 

One  certainty  is  that  American  ex- 
ports to  Russia  are  going  forward  at  a 
comparatively  tremendous  pace  includ- 
ing mostly  farm  and  other  types  of  ma- 
chinery. According  to  the  United  States 
Bureau  of  Commerce,  approximately 
2,000  American  firms  are  now  carrying 
on  business  relations  with  the  Soviet 
though  she  has  not  yet  been  recognized 
by  the  American  Govemment.  Soviet 
purchases  in  the  United  States  during 
19,^n  have  run  well  over  $  1 50,000,000. 

IWenty-five  years  ago 

In  the  fanfare  and  huzzahs  over  Detroit's 
new  models  this  year,  thoughtful  Wall 
Streeters  have  sensed  an  unusual  note  of 
caution.  From  GM's  Curtice  to  Ameri- 
can Motors'  Romney,  the  top  men  of 
autodom  have  agreed  on  one  point:  no 
matter  how  well  1956  finally  shapes  up 
as  an  auto  year,  it  will  not  repeat  the 
triumphal  march  of  1955.  To  the  fre- 
quent dismay  of  its  harassed  dealers,  the 
industry  last  year  rolled  off  its  production 
lines  a  record  of  9,188,567  new  cars  and 
trucks.  For  a  while  at  least,  that  memora- 
ble record  seems  likely  to  stand.  In  as- 
sembling enough  new  cars  to  supply  ev- 
ery sixth  family  in  the  U.S.  last  year,  the 
automakers  did  more  than  just  insure 
their  own  multibillion  dollar  prosperity. 
...  In  the  process,  the  nation  spent  its 
way  to  prosperity. 

Last  year  the  Dow-Jones  industrial  aver- 
age, [statisticians]  noted,  had  scooted  up 
to  488.40,  an  alltime  high.  Altogether,  the 
Big  Board  had  seen  649,602,291  shares 
change  hands  in  1955,  13%  more  than  in 
1954  and  only  a  few  shares  shy  of  topping 
the  standing  record  of  654,816,452  shares 
traded  in  1933's  short-lived  market  re- 
naissance. The  Associated  Press,  toting 
up  its  average  of  60  selected  stocks,  found 
prices  up  16%  in  the  year.  But  to  many  an 
investor  ...  all  hopes  of  a  happy  new  year 
had  collapsed  on  September  26  along  with 
Dwight  Eisenhower.  The  day  the  Presi- 
dent suffered  his  heart  attack  the  market 
had  taken  a  violent  tumble.  ...  A  dis- 
tressing number  of  issues  never  com- 
pletely recovered. 
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BUSINESS  OPPORTUNITIES 

1-800-327-6970 

Facts  About  U.S. 
Oil/Gas  Lease  Program: 

»  PRC  special  offer  of  $15 

filing  per  family  to  introduce 

you  to  this  program 
»  Over  $3,200,000  worth  of 

leases  awarded  to  PRC  clients 

in  past  120  days. 
»  Oil  prices  doubled 

since  1977 
»  100%  Tax  Deductible 

Complimsntary  Brochur* 


FRC,  6  Beacon  St  .  Boston.  MA  02108 
[617)367-2929 


--"HOME  IMPORT----1 

MAIL  ORDER  BUSINESS  | 

Big  earnings  in  profitable  spare/  | 
full  time  project.  Deal  direct  | 
with  overseas  suppliers.  Newest  | 
products  at  fraction  U.S.  cost.  | 
Up  to  500%  profit.  No  product  | 
investment.  Famous  world  | 
trader  starts  you.  . 
Write:  Mellinger,  Dept.  M1592  , 
Woodlana  Hills.  CA  91367  ^ 


WIN  BIG  OIL  MONEY 


Plus 
Tex 

Benefits 


Th«  U  S  Cox 


S2S  2S4l  .E«t  a,  In  Colorado  Cell  Collf< 
1-447-1399  Ell  a.      Of  WfHe 

F.  Milligan,  inc. 

1942  20lh  SI .  DfBwtt  34O0FM  . 
Boulder.  CO  80307 


FISHING  FOR  A 
TAX  SHELTER 

Buy  a  cominercial  fishing  boat  with 
crew,  equipment  and  management. 
Training  program  available.  CSV  Fish- 
ing Centers,  Inc.,  5250  West  Tyson 
Ave.,  Tampa,  FL  33611.  Call  (800) 
237-2565.  In  Florida  or  Canada  call 
(813)  839-5357. 


BUSINESS  OPPORTUNITIES 

FREE  MONEY 
REPORT 

5,000  unique  money  si)urt:es  for  new 
or  existing  businesses  at  very  com- 
petitive rates.  Lucrative,  prestigious 
business  opportunities  also  available. 
Work  your  own  hours.  No  experience 
necessary.  Proven  success  formula. 
National  company  will  assist  every 
way  possible.  Write:  DFC,  Dept. 
43-B-2,  1145  Reservoir  Avenue,  Cran- 
ston, Rhode  Island  02920. 


IflM'fj.l.'UlimTT 


Income  unlimited  in  growing  tax  pieparation 
tield  Students  are  earning  lucrative  fees  in 
dignified  full  or  part  time  business  preparing 
income  lax  returns  during  busy  season  Many 
also  operate  profitable  Business  Tax  Services 
with  steady  monthly  fees  No  bookkeeping 
experience  necessary  We  train  you  at  home 
and  help  you  start  Accredited  National  Home 
Study  Council-  Approved  for  Vet  training 
Write  tor  FREE  literature.  No  salesman  will 
call 

NATIONAL  TAX  TRAINING  SCHOOL 
Monsey,  88BN,  N.Y.  10952 


FRANCHISES 
AVAILABLE 


ARBY'S  INC. 

America's  Largest  Roast  Beef  Chain 
Franchises  in  select  multiple  & 

single  store  areas  available. 
Call  Ted  Smith  in  Atlanta  GA. 
(404)  262-2729 


Petrogram  Sen/ices  otters  a  new  Con- 
cept in  tiling  tor  oil  &  gas  leases. $15 
per  tiling  period  brings  you  Instruc- 
tions, materials  &  geological  recom- 
mendations For  free  brochure  contact: 
Petrogram  Services,  2300  Candelaria 
Albuquerque,  NM  87107 
(505)  884-2844 


MANUFACTURERS' 
REPRESENTATIVES 

BF.COMK  A  SIJCCES.SFL'L 
1V1ANDFACTURER.S' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  arc  looking  for 
representatives,  the  firm's  product  line 
and  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  I78A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY  THROLGH 
tORRKSPONDF.NCE 

Registered  Law  School 
Qualify  for  California  Bar  Exan 
Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  213-795-555 
SOUTHLAND  UNIVERSITY 
Dept.  21  B       69  N.  Catalina 
Pasadena,  CA  91106  , 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 

REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$24.65.  Mininrium  size  ad  is  one  inch  (14  agate  lines) 
costing  $345.10.  FORBES  will  typeset  without  charge. 

DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$24.20.  Minimum  size  for  display  of  two  inches  (28 
agate  lines)  costing  $677.60.  Musi  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 

FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2440 


The  colleges  ai  e  in  deep  l  inanciul 
trouble. 


The\  re  having  to  drop  courses, 
l  ire  professors,  close  laboratories 
and  liniit  libraries. 


^^^^^^^ 

.Make 
Amenca 
^    smarter.  ^ 

The\  desperately  need  \  our  helf 
Sogi\e  them  a  hand  toda\  . .  .fori 
a  better  tomorrow. 


Council  for  Financial  Aid  lo  Education  Inc 
680  Fiflti  Avenue  New  York  NY  10019 

A  Public  Service  of  This  Magazine 
&  The  Advertising  Council 


Make  America  smarter. 
Give  to  the  college  of  your  choice. 


Forbes 


/pebruary  2,  1981 


PITAL  &  INVESTMENT 
OPPORTUNITIES 

ESTMENT  OPPORTUNITY 
NEWSLETTER 

ne  of  a  kind  newsletter  circu- 
lonthly  to  over  5000  investors, 
ur  situation  to  the  right  market- 
low.  Also,  $200,000,000  worth 
I  situations  and  real  estate  op- 
ties  that  you  can  capitalize  on 
nonth.  Interesting  investment 
;.  Unique  moneymaking  oppor- 
;.  Tips,  contacts,  lender  inter- 
jnd  more.  Free  Details: 
INVESTOR'S  EXCHANGE 
43-0-2,  1145  Reservoir  Avenue, 
inston,  Rhode  Island  02920. 


COMPUTERS 


REAL  ESTATE 


INVESTMENT 
OPPORTUNITIES  IN 
GREAT  INVENTIONS 

newsletter  service  brings  in- 
rs  and  inventors  together, 
nformation  call:  800-835-1027 
free.  In  KS:  316-221-0552. 
ESTMENT  CONNECTIONS 
421  State  Bank  BIdg. 
Winfield,  KS  67156 


INVESTMENTS 


J G ERRANDS  AND 
LVER  REDUCED! 


[rand  -  NY  spot  +  J25/unit; 
nd  -  NY  spot  +  $29/unit.  $1000 
ue  silver  coin  bags  $11,690  when 
ver  is  $14.30/oz.  Silver  bars  and 
Id.  No  sales  tax  for  residents  out- 
glnla.  •  Free  brochure:  John  Greer, 

Gold  &  Silver  Trading  Co.,  102  E. 

St..  Richmond.  VA  23219.  National 
s-(BOO)  446-3704:  National  includ- 
:ka  and  Hawali-(800)  446-3441;  In 
)  648— GOLD. 


ilNESS  CONNECTIONS 


ARAU  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A208  Forbes 
60  Fiftli  Avenue 
New  York,  NY  10011 


LATIN  AMERICA 

u  have  a  solid  business  pro- 
and  want  to  contact  sub- 
al  private  companies  and  in- 
jals  in  Latin  America  write  to: 
Weseern  Hemisphere 
Holding  Coi  poration 

P.O.  Box  1078 
Palo  Alio,  CA  94302 
(415)  328-1080 


SPORTFISHING 
VACATIONS 


ISH  OUR 

lLASKA! 

;se  from  among  the  best 
laska's  Sportfishing 
ges.  live-aboard  Charter 
t$  and  Fly-out  Packages. 

?  for  your  free,  full  color, 
age,  "Fisfi  Our  Alaska" 
^ure 

ATMS  Alaikx 
Sportf  hhing  Packages 

Suite  3 1 2,  Park  Place  BIdg 
Department  FS-/ 
SeanleWA  98101 


MARYMAC  INDUSTRIES,  INC. 

RadM/haeM 

10%-15%  DISCOUNT 
OR  MORE 


REAL  ESTATE 


ON  All  NEW  RADIO  SHACKrci  TRS40 
MODEL  II  and  III  COMPUTERS 

54K  Model  II  1  disc.  $3,509,10,  Brand  New  in 
Cartons  Delivered  Marymac  Industries  owns 
4  operates  the  Radio  Shack*  dealership  in 
Ka(y,  Texas  Warranties  will  be  honored  by  all 
company  owned  Radio  Shack®  stores  &  par- 
ticipating franchise  dealers  and  authorized 
sales  centers  Save  Slate  Sales  Tax.  Texas 
Residents  Add  Only  5%  Sales  Tax,  Open  Mon,- 
Sat  10-7  We  pay  freight  and  insurance.  No 
extra  charge  for  Mastercard  or-  Visa,  Ca!I  us 
for  a  Reference  in  or  near  your  city.  Refer- 
ence Farmers  State  Bank,  Brookshire,  fx. 

Orders:  I -(00-231 -3iS0  or  3«81 
2 1  »6»  Katr  f  wy.,  Kal|r|  Houtton),  Teioi  77450 
1-713.392-0747 
'S  19»0,  Morymoc  Induitrlei,  Inc. — 
Ed  or  Joe  McMonus 


CAPITAL  TO  INVEST 


PENNY  STOCK  PREVIEWT^ 


Get  in  on  the  ground  floor  of 
upcoming  Penny  issues.  Pub- 
lishied  monthly.  For  details, 
write  or  call  Idea  f\^arketing 
Corp.,  Dept.  F,  1901  N.  Olden 
Ave.,  Trenton,  NJ  08618,  609- 
882-6880. 


EXECUTIVE  GIFTS 


America's 
LOWEST 


WE  WILL  BEAT  ANY  PRICE  AT  ANY  TIME 
Apple  II  Computers  889,95  &  up 

Apple  III  Computers  ,  ,  ,  3,095,95  &  up 
Hewlen  Packard  HP41CV,  .  239,95 
Hewlett  Packaiil  HP  41 C  ,  .  189.95 
Hewlett  Packaril  HP  85  .  ,  ,  2,496,00 
Texas  Instruments  Tl  59  ,  .  ,  199.95 
Texas  Instruments  99/4  Computer  469.95 
Mattel  Intellivision  2609  .  .  .  239.95 
Mattel  Horse  Race  Analyser  .  ,  94,95 
Sony  Walkman  TPS  L2  ,    ,    .    .  169.95 

Atari  800. 16K   759.96 

Olympic  Sales  Company  •  216  So,  Oxford  Ave, 
Los  Angeles,  CA  90004  '  Telex  67  34  77 

TOLL  FREE  (8001  421  8046  loutside  Califl 

or  in  Calif  213  381  3911  or  739  1130 
In  Calif.  800  252  2153  Request  our  Catalog 


BOATING 


CORSAIR  81' 

The  day  of  the  large  luxurious  power 
yacht  is  inexorably  drawing  to  a  close. 
It's  replacement  i;  the  largest  produc- 
tion sailing  yacht  in  the  world — The 
Corsair  81',  Cost — over  one  million 
dollar.?.  Made  by  the  finest  yacht 
builder  in  the  U..S,— The  CSV  Yacht 
Corp.,  5250  West  Tyson  Ave,,  Tampa, 
FL  33611.  Or  call  (800)  237-2565.  In 
Canada  or  Florida  call  (813)  839-5357. 


FORBES  BINDERS 


SLIP  CASES  OR 
BINDERS 

tor  a  year  of  Forbes  magazine. 

In  l  ed  and  gold  leatherette. 
Slipcases:  $5,95;  three  for  $17 
Binders:  $7.50;  three  for  $21.75 
.Send  check  witli  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  Fl),  P.O.  Box  5120 
Philadelphia.  PA  19141 


The 


Myrtle  Beach 
Resort 

Oceanfront  Condominiums 

$8,000  Down 

90%  Financing 
$79,900 
Two  Bedrooms 
Fully  Furnished 
Lovely  Natural  Setting 
Wide  Oceanfront  Balcony 
Located  in  South  Myrtle  Beach,  S.C. 
Reminiscent  of  Hilton  Head  Island 

ch.„y.,  Call  toll  free  1-800-845-0871 

n,i„h,t..ilhvUu     (inS.C  call  1-800-922-0841) 


MONTANA 
PIVOT  IRRIGATION 

20,000  acres  deeded  (3,300a.  under 
pivot,  2,300a,  dryland  wheat,  balance 
hay  and  pasture).  One  of  Montana's 
largest  diversified  farms  located  near 
Billings.  This  is  a  good  farm  which 
must  be  sold  to  satisfy  creditors. 
Price  has  been  reduced  from  $6.5 
million  to  $4,825  million.  Current  1st 
Mortgage  of  over  $3.7  million  (g 
912%  may  be  assumable, 

HALL  AND  HALL  INC. 

Box  1924 
Billings,  Montana  59103 
(406)  252-2155 


50,000.ACRE 
NEW  MEXICO 
RANCH 

Agent 
(806)  249-6444 


MISCELLANEOUS  FOR  SALE 

GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Trade, 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE,  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-8352 

COMPLETE  LINE  OF 
INVESTMENT  QUALITY 

BRAZILIAN  GEMSTONES 

Direct  from  the  Mines  of 
UNITED  MINING  CORPORATION 
U.S.  office: 
235  6th  Street 
Pine  City,  Minn.  55063 
612-629-2537 
Industria  De  Joias  Padua  LTDA. 
Belo  Horizonte,  Brazil 

INVESTMENT 
DIAMONDS 
RUBIES  EMERALDS  SAPPHIRES 

&  other  gems  our  own  buyers  bring 
direct  from  Africa,  S.  America. 
Asia.  In  gem  business  20  yrs.  Mem- 
ber BBB.  Free  color  brochure  Kent 
South  American  Diamond  Mines, 
15920  W.  12  Mile  Rd.,  Southfield, 
MI  48076  (800)  521-2957 


Treehouse 


Assemble  This  Unique  Home 
In  A  Few  Weeks 

For  Price  &  Construction 
Package  Information  Send  $4.00  To: 


CD" 

Xlbpsider  Homes 


P.O.  Box  849  F 
Yadkmville.  N  C  27055 
919-679-6846 


FREE  CATALOG 

Big  .  .  ,  Free  SPRING  1981  Catalog 
describes  and  pictures  more  than  2,800 
farms,  ranches,  acreages,  recreational 
properties,  businesses,  town  and  coun- 
try homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  pre- 
ferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  City,  MO,  64112 


REAL  ESTATE  WANTED 


HARD  TO  SELL 
DISTRESSED 
AND  OTHER 
REAL  ESTATE 
ACCEPTED  BY 

RELIGIOUS 
CORPORATION. 
WILL  STRUCTURE 
CONTRIBUTION 
OF  REAL  ESTATE 

TO  MEET 
NEED  OF  DONOR 

(516)  751-6644 


Forbes: 
CapitalistTooP 


A  great  man  is  one  who  can 
have  power  and  not  abuse  it. 
Henry  L.  Doherty 


Power  requires  legitimacy, 
or  else  it  is  despotism. 
Jack  Behrman 


Idealism  increases  in 
diroct  proportion  to  one's 
distance  from  the  problem. 
John  Galsworthy 


Wise  men  put  their  trust  in 
ideas  and  not  in  circumstances. 
Ralph  Waldo  Emerson 


The  tools  to  him  who  has 
the  ability  to  handle  them. 
French  Proverb 


The  best  place  to  succeed 
is  where  you  are  with 
what  you  have. 
Charles  M.  Schwab 


To  whom  nothing  is  given, 

of  him  nothing  can  be  required. 

Henry  Fielding 


I  distrust  great  men.  ...  I 
believe  in  aristocracy,  though. 
Its  members  are  to  be  found 
m  all  nations  and  classes, 
and  all  through  the  ages,  and 
there  is  a  secret  understanding 
between  them  when  they  meet.  . 
They  are  sensitive  for  others 
as  well  as  for  themselves, 
they  are  considerate  without 
being  fussy,  their  pluck  is 
not  swankiness  but  the  power  to 
endure  and  they  can  take  a  joke. 

E.M.  FORSTER 


Noble  blood  is  an  accident  of 
fortune;  noble  actions  are 
the  chief  mark  of  greatness. 
Carlo  Goldoni 


If  you  think  you're  tops, 
you  won't  do  much  climbing. 
Arnold  Glasow 


Thoughts 

on  the  Business  oI  Lile 


The  best  condition  in  life  is  i 
to  be  so  rich  as  to  be  envied 
nor  so  poor  as  to  be  damned. 
Josh  Billings 


The  finest,  not  the  richest, 
make  the  most  enriahle  mark 
Pampered  sons  of  plutocrats 
may  shine  for  a  time  in  society," 
but  not  in  the  world  of  ajfairs 
and  ofsen  ice  unless  they  rip 
off  their  coats  and  get  to  work 
early  and  stay  late  To  be  horn 
with  a  golden  spoon  in  the  mouth 
is  more  of  a  handicap  than 
a  help  in  attaining  worthwhile 
success  in  this  age. 
B.C.  Forbes 


Society  is  like  the  air; 
necessary  to  breathe,  but 
insufficient  to  live  on. 
George  Santayana 


Laziness  is  a  secret  ingredient 
that  goes  into  failure.  But 
it's  only  kept  a  secret  from 
the  person  who  fails. 
Robert  Half 


A  man  doesn't  need  brilliance  or 
genius;  all  he  needs  is  energy. 
Albert  M.  Greenfield 


There  is  a  certain  cowardice, 
a  certain  weakness,  rather, 
among  respectable  folk.  Only 
brigands  are  convinced — of  what? 
That  they  must  succeed.  And 
so  they  do  succeed. 
Charles  Baudelaire 


There  is  no  genius  in  life  like 
the  genius  of  energy  and  activity. 
Donald  G.  Mitchell 


More  than  3.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  won.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


The  great  virtue  of  parents 
IS  a  great  dowry. 
Horace 


There  is  but  an  inch  of 
difference  between  the  cushi 
chamber  and  the  padded  cell 
G.K.  Chesterton  , 


Difficulties  are  things 
that  show  what  men  are. 
Epictetus 


There  has  never  been  any 
30-hour  week  for  men  who 
had  anything  to  do. 
Charles  F.  Kettering 


A  Text . . . 

For  even  when  we 
were  with  you,  this 
we  commanded  you,  th 
if  any  would  not  work 
neither  should  he  eat. 
U  Thessalonians  3:10 


Sent  in  by  Ira  A.  Cowen,  Oxic 
What's  your  favorite  text;  The 
ScrapbooK  of  Thoughts  on  the  Bu$ 
Life  is  presented  to  senders  of  text 


Necessity  is  the  constant 
scourge  of  the  lower  classes, 
ennui  of  the  higher  ones. 
Arthur  Schopenhauer 


Rich  man  down  and  poor  mi 
up— they  are  still  not  even. 
Yiddish  Proverb 


Perched  on  the  loftiest 
throne  in  the  world,  we  are 
still  sitting  on  our  own  beh; 
Michel  de  Montaigne 


1 
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Whw  tho  hnom  in  hr>m<s  imnrr»\/o-        nIH    mir  liimhor  and'  rotjfl  Hiwicinnc 


When  you  grow,  we  grow.  And 
j've  been  growing  through  the 
)f.  Since  1974  home  improvement 
penditures  in  the  U.S.  have 
Tibed  from  $25  billion  to  $54  bilr 
1  a  year. 

We  now  have  over  1 25  home  cen- 
s  in  17  states.  About  double  the 
mber  in  1978.  By  1983  their  sales 
Duld  top  half  a  billion  dollars. 


ments?  First,  they're  a  good  invest- 
ment, an  inflation  hedge.  Second, 
over  40  million  homes  in  America 
are  now  25  years  or  older— and 
need  help.  Third,  high  mortgage 
rates  often  favor  fixing  up  or  expand- 
ing present  homes  rather  than  build- 
ing or  buying  new  ones. 

Either  way,  new  construction  or 


are  all  set  to  serve  Write  Diamond 
Internationar,  733  Third  Avenue, 
New  York,  N  Y  10017  tor  our  quar- 
terly and  annual  reports 


1981  Diamond  International  Corporatiorr^i 


^1 


International 


Forest  Products  •  Packaging  &  Printing  •  Pulp  &  Paper  •  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 


Citibank.  N  \   Member  1 


The  Japanese  company  that  manufactures  these  bearings  to  a 
tolerance  of  .000004  inch  chooses  Citibank  for  precise  trade  f  inancing.1 


Whether  they're  matchhead-size 
for  micromachining  tools  or  16  feet  in 
diameter  for  giant  revolving  radar 
antennas,  not  one  of  the  400  million 
bearings  that  Nippon  Seiko  K.K. 
(NSK)  produces  annually  varies  by 
more  than  1/lOOOth  the  thickness  of 
this  page. 
"Precise  banking  worldwide" 

Over  500,000  different  products 
around  the  world  depend  on  NSK 
bearings  for  smooth,  precise  move- 
ment. "And,"  says  Masao  Hasegawa, 
President  of  this  $762  million  com- 
pany, "we  depend  on  Citibank  in  the 
same  way.  With  operations  in  10 
countries  on  5  continents,  NSK  needs 
a  bank  that  can  keep  its  finances 
running  smoothly  and  precisely 
around  the  world." 


"Top  speed  service" 

Citibank  Senior  Vice  President 
Tatsuo  Umezono  explains,  "Because 
we  have  trade  finance  experts  in 
nearly  100  countries.  Citibank  can 
handle  both  ends  of  any  NSK 

iV.S'A'  I'resident  Masao  Hasegawa  (right)  and  Citibank 
Senior  Vtee  President  Tatsuo  Umezono  discuss  glt>bal 
financing 


transaction  anv'where.  Whether  it's 
letters  of  credit  for  import  or  export 
bankers  acceptances,  reports  on 
customers  in  distant  markets, 
currency  exchanges  or  counselling 
Citibank  has  the  global  reach  NSK 
needs." 

Adds  Mr.  Hasegawa,  "Citibank 
worldwide  network  keeps  our 
international  financing  rolling  at  to 
speed,  as  precisely  and  reliably  as  ai 
NSK  bearing." 

No  matter  where  you  do  busine: 
no  matter  what  your  trade  finance  i 
needs,  the  Citibank  worldwide  i 
netwwk  can  do  the  same  for  you.  ! 

CmBAN<0  1 

A  subsidiary  of  Citicorp  | 


THETASTEBEOO 
12-YEAR-OLD  SCOTCH 


GLENLIVET 

AGED  12  YEARS 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness.  - 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch.  V  .. 

TheGknlivet 

\   Unchanged  since  1824. 


olenlivet 

12  YEARS  OLD 

.  '^i^A*J  G.SMITHLlMlJ'  _ 


Ibshiba  introduces  a 
.  new  dimension 
in  compact  copiers. 


In  copiers,  two  paper  sizes  are 
better  than  one. 

That's  why  we  built  our  new 
Toshiba  BD  3503  compact  copier  with 
dual  cassettes.  So  you  can  go  from  letter 
size  to  legal  sizeat  theflipofa  lever 

But  wait' 1 1  you  see  how  beauti- 
fully our  new  dry  plain  paper  copier  sizes 
up  on  paper 

Our  automatic  toning  consis- 
tently regulates  copy  density  So  you  can 
get  clear  high-quality  copies,  whether 
you're  making  one  copy  or  five  thousand. 

And  if  there's  ever  a  problem, 
ourdigital  display  will  let  you  know  what 
it  is,  where  it  is  and  what  to  do  about  it. 

But  more  important  than  this, 
in  the  world  of  compact  copiers,  you'll  be 
pleasantly  surprised  at  how  little  it  costs 
to  own  a  BD  3503. 

Of  course, Toshiba  offers  a 
complete  line  of  copiers  to  choose  from. 
To  take  care  of  all  your  copying  needs, 
large  or  small. 

So  call  yourToshiba  representa- 
tive for  a  fi  rst-hand  I  ook  at  ou  r  new  B  D  3503 
compact  copier  with  dual  cassettes. 

And  you'll  see  how  well  our 
size  fits  your  business. 

i  wanttoenteranewdimension 
in  compact  copiers.  Please  send  me  more 
information  on  the  new  Toshiba  BD  3503 
compact  copier 
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Were  doing  what  has  to  be  don< 

Itisurano 
Raud 

It  costs  you  money  It  costs  us  money  i 
That's  why  Property-Casualty  insurance 
companies  are  trying  to  stamp  it  out.  | 


What  you  re  going  to  read  is  a  story 
of  corruption— and  how  it  was  ended. 
The  place:  Baltimore. The  specific  act: 
auto  insurance  fraud.  By  whom:  a  few 
unscrupulous  doctors  and  lawyers  who 
created  a  fraud  ring^  and  who  encour- 
aged otherwise  honest  consumers  to 
take  part. 

In  January  1973;  ^  number  of  sus- 
pected fraudulent  claims  from  the  Balti- 
more area  were  submitted  to  the 
Insurance  Crime  Prevention  Institute 
for  review.  An  agent  in  Baltimore  was 
assigned  to  determine  if  there  was  any 
substance  to  the  allegation  of  fraud.  • 

He  soon  noticed  that  the  names 
of  certain  doctors  appeared  in  a  remark- 


ably large  number  of  insurance  claims: 
for  bodily  injuries  sustained  in  automc 
bile  accidents.  As  he  continued  his  in- 
vestigation^ the  names  of  certain 
attorneys  representing  'Victims"  of  acc 
dents  began  appearing  with  the  same 
remarkable  frequency  i 
Was  it  coincidence —or  was  it  | 
fraud?  Only  legwork  could  determine! 
the  truth.  So  the  agent  began  the  labq 
rious  process  of  documenting  the  i 
pertinent  information  from  hundreds ' 
of  files  involving  these  doctors  and  lav 
yers  and,  finally  of  interviewing  claim^ 
ant-witnesses.  Until,  at  last^  it  seemed  j 
clear  that  there  was  enough  iron-clad  j 
information  to  warrant  prosecution. 


By  the  summer  of  1974;  crests 
^ere  being  made.  A  number  of  Bal- 
more  doctors  and  lawyers  were  in- 
Lcted  and  tried.  Results:  five  convicted 
Dctors  served  time  in  prison;  six  were 
ned  a  total  of  $ 67000.  Five  lawyers 
^ere  convicted  of  insurance  fraud;  two 
:signed  their  practices;  two  had  their 
:enses  suspended;  six  were  disbarred. 

What  is  the  point?  The  policy- 
older  benefited.  According  to  the  In- 
irance  Crime  Prevention  Institute,  the 
/erage  Baltimore  resident  today  pays 
n  estimated  8%  to  IO%  less  for  auto- 
mobile insurance  than  he  would  have^ 
ad  not  ICPI  cracked  the  fraud  ring. 

Property-Casualty  insurance  com- 
anies  created  the  Insurance  Crime 
revention  Institute  in  l^Jl  to  fill  the 
eed  for  an  independent  investigative 
^ency  that  could  collect  evidence  of 
isurance  fraud  for  prosecution  in 
:iminal  court. 

ICPI  agents  are  all  former  , 
olice  officers^  FBI  agents^  or 
ostal  inspectors,  who  have 
een  trained  as  specialists  in 
isurance  fraud.  They  know 
/hat  evidence  to  look  for^ 
/here  to  find  it^  and  how 
)  put  a  case  together  for 
iccessful  prosecution. 

In  its  first  seven 
ears  of  operation,  ICPI 
ivestigations  resulted  in 
lore  than  6.000  arrests  and 
conviction  rate  of  over  90%. 


It  would  be  naive  to  believe  that 
insurance  fraud  can  be  eliminated.  But 
we  know  it  can  be  reduced.  We  knovv, 
too^  that  some  people  feel  that  an  exag- 
gerated claim  is  "justifiable  revenge" 
against  an  insurance  company  In  real- 
ity it  s  a  crime  against  all  the  people 
who  share  in  the  insurance  pool^ 
because  it  drives  up  the  costs  which 
ultimately  must  be  reflected  in  the  pre- 
miums policyholders  pay 

That's  why  Property-Casualty  in- 
surance companies  are  supporting  ICPI 
and  are  stepping  up  their  own  fraud- 
fighting  activities.  We  think  these 
efforts  are  in  the  best  interests  of  our 
policyholders,  of  our  business^  and  of 
our  troubled  society 


'J'  ^ 


We're  working  to  keep  insurance  affordable. 

his  message  presented  by  the  American  Insurance  Association^  85  John  Street,  NY  NY  10038 
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Down  to  the  sea,  with  Coke 


Global  Marine,  the  offshore  drillers,  can't 
be  accused  of  thinking  small.  Over  the 
next  three  or  four  years,  the  company 
really  thinks  it  can  zoom  from  $200  mil- 
lion in  sales  to  $1  billion Cvt't'/;  J(H) 

As  part  of  his  reporting  to  measure  the 
odds  for  and  against,  Forbes'  West  Coast 
Bureau  Manager  John  Merwin  rode  a  he- 
licopter out  to  spend  a  day  aboard  Glo- 
bal's  drillships  in  California's 
Santa  Barbara  Channel  and  an- 
other day  hopping  among  Glo- 
bal's  jack-up  rigs  in  the  Gulf  of 
Mexico. 

"Global's  rig  hands  show  re- 
markable esprit  de  corps,  doubly 
remarkable  because  they  were 
working  on  14-day  tours,  right 
through  Christmas  and  New 
Year's,"  Merwin  says.  "But 
most  of  all,  I  was  impressed 
with  rig  workers'  awareness  of 
Global's  profits.  To  a  man,  they 
repeatedly  quizzed  Russell 
Luigs,  Global's  CEO,  about  the 
company's  performance.  It's 
pure  capitalism — rig  workers' 
bonuses  are  tied  to  Global's 
profits  and  stock  performance," 
Merwin  goes  on.  "From  the  greenest 
roustabout  to  the  most  grizzled  tool 
pusher,  their  attitude  is  totally  can-do. 
They  all  know  how  their  bread  is  but- 
tered, and  that  has  to  shorten  the  odds." 

Merwin,  a  native  Texan  who  insists 
oil  wells  shouldn't  be  spudded  anyplace 
where  a  man  can't  mark  the  spot  with 
his  boot  heel,  faced  at  least  one  trying 


moment  when,  aboard  a  Global  drill? 
pitching  in  1,200  feet  of  water  in  S;i 
Barbara  Channel,  he  was  invited  d( 
to  the  galley  for  lunch.  Merwin  is 
exactly  seaworthy.  He  recalls,  with  p. 
the  day  he  became  seasick  on  a  s 
board  at  Waikiki  Beach,  and  the  tirr 
cabin  boy  on  a  California  deep-sea  f: 
ing  vessel  entered  prostrate  Merw 


FoRim  M 
Aboard. 


cntni  {vighDciin/  (,/<)/ 'I ,  .  ^  (center) 
a  Jack'Up  rig  in  the  Gulf  of  Mexico. 


name  in  the  ship's  log  as  the  new  chi 
ming  champion. 

Eyeing  a  galley  full  of  Global's  saii 
and  rig  hands  on  the  drillship,  Mcr 
said  that  he'd  just  have  a  Coke.  "Go 
watch  my  weight,  fellas,"  he  muml 
weakly.  "I  don't  think  I  fooled  thci 
Merwin  reports,  "but  at  least  they  w 
charitable  enough  not  to  let  on." 


Survival  kit 


You  wouldn't  call  Ashby  Bladen  an  opti- 
mist but  neither  would  you  lump  him 
with  the  gloom-and-doomers  like  How- 
ard Ruff  and  that  tribe.  Most  of  the  latter 
make  their  money  by  scaring  people  and 
then  offering  them  cheap  salvation.  Bla- 
den, by  contrast,  makes  his  living  run- 
ning a  $1.8  billion  portfolio  for  a  major 
life  insurance  company.  A  practical  mon- 
ey man,  he  became  so  concerned  over 
the  nation's  drift  toward  financial  crisis 
that  he  penned  a  book  last  year  entitled 
flou'  to  Cope  \i  itb  the  Developing  I'inancial 
Crisis.  We  thought  the  book  so  lucid  and 


logical  we  asked  him  to  become  a  regi 
Forbes  columnist  (see  p.  136).  His  b( 
isn't  light  reading,  but  it  is  brief  (ab 
170  pages),  jargon-free  and  eminer 
practical.  The  book  is  now  availabk 
paperback  (McGraw-Hill,  $4,951  and 
heartily  recommend  it.  Bladen  doe: 
advise  taking  to  the  woods,  poet 
stuffed  with  Krugerrands  and  free 
dried  food.  But  he  does  warn  not  to  co 
on  continued  inflation,  and  if  you're  > 
of  those  people  who  think  "hous 
prices  can  only  go  up,"  you  better 
Bladen's  views  on  that  one! 


Editor 
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YOUR 
PHONE 
SYSTEM 
"JUST 
HAPPEN 


Chances  are,  your  outdated  phone 
system  is  struggling  to  keep  up  with 
the  rest  of  your  business.  But  there's 
a  point  beyond  which  no  "extras"  or 
accessories  can  cope  with  your 
growing  communications  picture. 

Now, General  Dynamics 
Communications  Company  can 
simplify  things  and  eliminate  those 
recurring  rental  expenses  as  well. 
We'll  study  your  communications 
needs,  and  design  a  new  telephone 
system  from  the  ground  up.  Drawing 
on  our  experience  as  the  nation's 
largest  business  telephone  specialist, 
we'll  develop  a  genuinely  responsive 
system  for  your  business  needs  and 
facilities.  Then  we'll  prove  its 
effectiveness,  on  paper,  before  you 
incur  any  equipment  cost. 

Let  us  do  your  communications 
planning.  We'll  provide  expert 
direction,  and  save  you  money. 

Call  toll  free:  800-821-7700  Ext.  335 

(In  Missouri  call  800-892-7655  Ext.  335) 

Or  write  our  headquarters; 
12101  Woodcrest  Executive  Drive 
St.  Louis,  Missouri  63141 

GENERAL  DYNAMICS 

Communications  Company 


We'll  make  your 
business  telephones 
pay  dividends. 


Trends 


Edited  By  John  A.  (Conway 


A  CD  with  a  twist 

A  bank  in  Eric,  Penna.  is  trying  a  new 
wrinkle  to  bring  in  more  savings  and  at 
the  same  time  to  increase  capital,  some- 
thing government  regulators  have  been 
leaning  on  bankers  to  do.  Union  Bank  &. 
Trust,  with  $193  million  in  assets,  has 
been  giving  out  certificates  of  deposit 
that  pay  less  than  going  rates  of  interest 
but  make  up  the  difference  in  shares  of 
the  bank's  stock.  Chairman  George  Hea- 
ton,  who  invented  the  plan,  launched  it 
last  July  with  $20  million  worth  of 
$10,000,  four-year,  CD-and-stock  combi- 
nations. When  that  offer  expired  in  De- 
cember the  bank  had  taken  in  just  over 
$4  million,  had  boosted  its  equity  by 
$100,000  and  increased  its  stockholders 
by  6%,  to  1,500.  It  has  extended  the 
stock-and-CD  offer  for  90  days  with  a 
five-year,  $5,000-minimum  certificate. 
So  far  this  has  accounted  for  only 
$110,000  but  slow  sales  of  the  new  paper 
could  be  competition  from  six-month 
money  market  instruments  that  pay 
higher  interest.  Chairman  Heaton  says 
the  purpose  of  the  combination  CDs  was 
to  build  deposits,  not  to  sell  stock.  "We 
have  no  problem  with  that,"  he  claims. 
He  is  both  pleased  and  disappointed  with 
his  brainchild.  "Any  new  instrument, 
particularly  in  the  banking  industry,  has 
a  certain  amount  of  resistance  on  the 
part  of  the  investing  public,"  he  says. 
"They  don't  understand  it  originally.  I 
am  disappointed  in  the  amount  of  depos- 
its. On  the  other  hand,  it  is  $4  million 
this  bank  didn't  have  before." 


Now  hear  this,  Mr.  President 

when  Ronald  Reagan  picks  up  his  bud- 
get-cutting knife,  he  will  need  a  CPA's 
eye  to  find  a  place  to  cut  and  Hawkeye 
Pierce's  surgical  skill  to  do  it.  Three- 
quarters  of  federal  spending  is  mandated 
by  law  and  can't  be  touched;  everything 
else  has  powerful  political  friends — and 
enemies.  Here  is  a  sampling:  Two  con- 
servative groups,  the  Heritage  Founda- 
tion and  the  National  Tax  Limitation 
Committee,  have  already  weighed  in 
with  wildly  divergent  views.  The  founda- 
tion, for  instance,  wants  a  $25  billion 
chop  but  a  $33.7  billion  hike,  in  defense 
spending.  The  tax  limitation  group, 
headed  by  Lewis  K.  Uhler,  a  Sacramento 
lawyer  and  land  developer  who  ran  Cali- 
fornia's poverty  programs  when  Reagan 
was  governor,  pinpoints  98  "opportuni- 
ties" to  take  $132  billion  out  of  the  1982 
budget,  including  nearly  $20  billion  in 
defense  cuts.  Uhler's  ultimate  goal  is  a 
constitutional  cap  on  federal  spending; 
his  immediate  aim  is  a  package  of  cuts 
that  won't  be  killed  one  by  one  by  special 
interest  groups.  New  Mexico's  Pete  V. 


Domcnici,  Republican  chairman  of  the 
Senate  Budget  Committee,  has  his  own 
ideas.  The  only  social  spending  Domen- 
ici  considers  safe  is  the  basic  Social  Secu- 
rity retirement  program;  everything  else, 
he  says,  cari  be  worked  on.  ("There  has 


Senator  Pete  V.  Domenici 


"There  has  to  be  a  way.  .  .  ." 

to  be  a  way  that  we  can  do  most  of  what 
we're  doing  without  doing  it  all.")  For 
openers,  the  senator  hopes  to  get  $10 
billion  to  $15  billion  out  of  the  expected 
1981  budget  deficit  of  $60  billion  as  the 
"first  installment"  on  future  budget  cuts. 


Uncle  Sam's  debt 

The  most  startling  number  in  the  Carter 
budget  for  fiscal  1982  is  what  it  takes  to 
finance  the  national  debt  with  interest 
rates  at  1 1%  or  more.  The  Treasury  faces 
costs  of  $94  billion  this  year  and  an  esti- 
mated $106.5  billion  for  1982  on  the 
money  it  must  borrow  from  the  public. 
The  government  can  whittle  this  down 
by  dipping  into  idle  balances  that  are 
lying  in  various  federal  trust  funds.  Even 
with  that  device,  however,  1982  interest 
will  be  close  to  $75  billion,  meaning  that 
almost  10%  of  the  federal  budget  will  be 
used  to  carry  deficit  spending.  Soon  after 
the  next  fiscal  year  begins  in  October, 
the  debt  is  expected  to  pass  $1  trillion. 


Detroit's  missing  men 

The  best  way  auto  workers  can  help  their 
hard-pressed  employers,  according  to 
General  Motors'  new  chairman,  Roger 
Smith,  would  be  to  show  up  on  the  job. 
Absenteeism,  he  says,  is  costing  GM 
about  $1  billion  a  year,  a  sum  equal  to  the 
number-one  automaker's  total  operating 
losses  during  the  car-market  collapse  last 
spring  and  summer.  That  figure.  Smith 
said,  reflects  both  the  price  of  fill-in 
workers  and  the  loss  of  productivity 


when  unfamiliar  hands  are  at  work, 
has  discussed  the  problem  of  abseni 
ism  with  Japanese  carmen.  Smith  ad 
in  an  aside,  and  "they  didn't  even  kn 
what  the  word  meant.")  The  GM  ch 
man  turned  more  subtle  on  the  subjec 
whether  his  company  expected  w 
concessions  from  its  unions  compara 
to  those  Chrysler  is  getting.  Autom 
ing,  he  pointed  out,  has  always  bee 
"pattern  bargaining  industry"  with  i 
eryone  paying  comparable  salar' 
"We're  far  from  bankruptcy,"  he  adc 
"but  we  hope  the  unions  have  been  p 
ing  attention  to  our  losses."  True  to  ( 
tradition,  Smith  was  "full  of  optimis 
about  the  road  ahead  for  1981,  c 
though  he  conceded  that  auto  Si 
would  stay  in  low  gear  through  Mai 
By  next  fall,  he  predicted,  the  indus 
should  be  running  at  an  annual  deliv 
rate  of  14  million  cars  and  trucks,  | 
million  more  than  the  11.5  million 
eign-  and  domestic-made  vehicles  sol( 
the  U.S.  in  1980. 


One  man's  meat 

Proving  again  that  one  man's  mess 
another  man's  meat,  the  great  envir 
mental  cleanup  crusade  has  produce 
new  growth  industry — waste  exchanj 
Most  are  clearinghouses  for  compar 
trying  to  get  rid  of  waste  and  others  t 
can  find  use  for  recycled  solvents,  di 
aged  chemicals  or  more  valuable  1 
overs  like  copper,  platinum  and  sil' 
Two  dozen  or  so  of  the  exchanges,  run 
trade  associations  and  local  chamber; 
commerce,  have  started  up  since  19 
according  to  the  EPA,  which  forecast 
10%  to  30%  eventual  increase  in 
U.S.  Europeans  started  using  the 
change  system  two  years  before  the  I 
did,  the  EPA  says,  and  about  33%  of 
industrial  waste  there  is  exchang 
compared  with  10%  here. 


Mobility  versus  marriage 

With  upwardly  mobile  men  find 
themselves  married  more  to  their  ji 
than  to  their  wives  (who  are,  more  of 
than  not,  now  working  themselv 
courses  in  family  problems  may  beco 
part  of  the  curriculum  in  more  gradu 
business  schools.  Harvard  has  had  ( 
for  about  ten  years,  as  do  a  few  otl 
eastern  schools,  and  now  Brigham  Yoi 
University  in  Provo,  Utah  is  startin] 
course  titled  Work,  Career  and  Family: 
tegration  or  Battleground':'  Twenty  C( 
pies,  all  graduate  students  at  BYU's  m 
agement  school  and  their  spouses,  bej 
the  course  last  month.  Subjects  covei 
include  job  mobility,  relocation,  busim 
travel,  dual  careers  and  other  stress  p 
ducers.  Dr.  Thomas  DeLong,  who 
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TZ  SALUTES 
G  BUSINESS 


Fli;ing  on  business  is  a  job  in  itself. 

And  waiting  in  lines  at  airport  rent-a-car 
counters  shouldn't  be  part  of  it. 

Hertz  salutes  the  mani;  business  travelers 
who  are  nowflijing  straight  from  their  planes  to 
their  cars.  Thanks  to  Hertz  #i  ExpressT 

If  you  carr\;  a  Hertz  #1  Club'  Card,  you 
can  fly  through  airports,  too. 

Just  call  your  corporate  travel  department, 
travel  agent  or  Hertz  and  ask  for  #1  Express. 

When  you  make  your  reservation,  you'll 
be  given  a  Hertz  #1  Express  number 
confirming  your  booking.  Write  in  the 
number  on  your  #1  Express  pass 
which  can  be  picked  up  at  any 
\  Hertz  office  or  from  your  travel 

consultant. 

When  you  land,  go  straight 
y*-^^^;^"       to  the  Hertz  courtesy  bus 

'or  #1  Express 
all  800-654-3131  or 
'our  travel  consultant. 

IC  us  PAT  OFF  tHERTZ  SYSTEM  INC  1981 


and  present  the  pass  to 
your  driver  You'll  be 
taken  to  the  #1  Express 

booth  where  your   

completed  contract  will  be  ready  and  waiting. 
And  so  will  your  car 

Once  at  the  #1  Express  booth,  it  will  take 
you  approximately  45  seconds  to  complete  the 
whole  transaction.  (Although  a  salesman  from 
Chicago  recently  did  it  in  20  seconds.) 

No  other  rent-a-car  company  has 
anything  that  even  comes  close. 

Hertz  #i  Express  is  available  at  35  of  the 
country's  busiest  airports.  So  there's  a  good 
chance  that  wherever  your  job  takes  you, 
you  're  in  business. 

#1  EXPRESS.THE  WORLD'S  FASTEST 
WAY  TO  RENTACAR. 


® 


WHERE  WINNERS  RENT. 

HERTZ  FEATURES  THE  EXCITING  NEW  FORD  ESCORT 


ip  50STATE 
^GOVERNMENTS^ 

^  ELECTEDSMN.  ' 


With  the  cuiTent  mood  at  state  our  desk  top  840-the  world's  small- 
capitols  these  days,  wasting  money    est,  lightest,  plain  paper  copier. 


is  a  capital  offense. 

That's  why  well-priced,  well- 
made  Savin  copiers-with  theii*  wel- 
come reliability-can  be  found  in  all 
50  state  governments. 

And  Savin  makes  everything" 
fi'om  a  high  voliune  co})ier/sorter  to 


Enough  copiers  to  keep  eveiyone 
happy  fi'om  sea  to  shining  sea. 

And  it's  not  only  cost-conscious 
state  governments  and  agencies 


that  are  beating  a  path  to  Savin.  Big 
business  is  also  going  for  Savin  in  a 
bigAvay.  Our  efficient,  energ\'  sav- 
ing copiers  fit  eveiy one's  budget. 

For  more  information  about 
Savin  copiers,  call  your  local  Savin 
representative  or  914-76&-8805, 
Monday  through  Friday  9:00  a.m. 
to  5:00  p.m. 


sai/in 

The  revolutionary  copiers  that  are  winning  over  big  business. 

Savin  and  Savin  luoul ypr  arc  registered  trademarks  o{  Sa\  m  (UriioratKm,  C  l!iM  Sa\  in  (  urporatiun.  \allialla.  N.Y.  M'/Xj. 


Trends 


h  the  course  with  his  wife,  Camille, 
arriage  and  family  therapist,  thinks 

companies  are  starting  to  get  con- 
ed not  only  about  employees  but 
It  their  families.  "One-third  of  the 
utives  between  the  ages  of  25  and  40 
e  every  two  years  because  the  com- 
r  expects  them  to  be  mobile,"  says 

Thompson,  assistant  dean  of  the 
f  management  school.  Travel  is  an- 
r  strain  on  what  DeLong  calls  the 
rital  dyad."  Thompson  notes  that 
.ultants  travel  40%  to  50%  of  the 
;  and  Camille  DeLong  says  this  can 
te  such  havoc  among  parents  and 
iren  that  "everyone  functions  at  a 
effective  level  in  all  aspects  of  life." 


Hey,  big  spender 

suburbs  are  catching  up  to  their  big- 
neighbors  on  taxes,  but  the  cities  are 
ing  ahead  in  the  spending  race,  ac- 
ing  to  a  new  study  by  the  Advisory 
imission  on  Intergovernmental  Rela- 
s,  an  independent,  Congress-fi- 
:ed  group  that  includes  federal,  state 
local  officials  and  private  citizens, 
iparing  1957  with  1977,  the  study 
d  that  city  taxes  were  57%  greater 
I  suburban  levies  at  the  beginning  of 
e  two  decades,  only  29%  heavier  at 
end.  During  the  same  20  years,  city 
iding  relative  to  the  surrounding  sub- 
had  increased  even  faster,  with  most 
a  urban  money  coming  from  state  and 
ral  aid.  The  commission  also  con- 
ed what  most  experts  have  been  say- 
that  the  major  business  declines  of 
5ast  ten  years  have  hit  the  older  cities 
le  East  and  Midwest.  Out  of  30  cities 
ving  declines  in  retail  sales  of  more 
I  12%  between  1972  and  1977,  only 
Atlanta,  was  in  the  South.  The  worst 
;rers  were  Gary,  Ind.,  down  35%,  and 
iden,  N.J.,  off  34%. 


Bringing  up  baby 

ring  a  child,  from  crib  through  col- 
,  costs  about  $85,000  for  a  family 
1  aftertax  income  of  $22,500  to 
500,  according  to  Thomas  Espen- 
ie,  an  economist  and  demographer  at 
Urban  Institute  in  Washington,  D.C. 
ilies  in  the  $14,000-to-$  18,000 
ket  would  spend  about  $58,000.  For 
first  18  years,  Espenshade  figures,  the 
d's  expenses  (in  1980  dollars)  would 
;  about  19%  of  income,  after  taxes, 
report  counts  out-of-pocket  birth  ex- 
>es,  food,  clothing,  housing,  medical 
and  education  to  age  18  and  four 
s  at  a  public  college.  Note  for  wives: 
Id-rearing  costs  can  jump  as  high  as 
3,000  if  a  wife's  lost  income  is  reck- 
j  m  the  accduntmg. 


In  Arkansas,  we  provide  the  climate  for 
profit's  creation.  And  protection. 

Our  state  and  local  governments  are 
absolutely  committed  to  healthy  business 
development. 

Because  we  know  that  our  state  will  grow 
better  in  an  economy  which  creates  profits 
rather  than  one  which  absorbs  them. 

We'd  like  to  tell  you  more. 

ARKANSAS 


For  information,  write  to  The  Arkansas  Department  of  Economic  Development-F 
One  State  Capitol  Mall,  Little  Rock,  Arkansas  72201.  Or  call  (501)  37i-7675. 


Don't  just  lie  there. 


The  Rowe  Price  Tax-Free  lna)me  Fund  can 
help  you  get  out  from  under 
•T^-Free  — no  inajme  tax  for  the  IRS*. 

•  No-  Load  —  no  sales  charge  or  redemption  fee. 

•  Prompt  Liquidity— just  call  free  or  write 
a  check. 

•  IjOw  Minimum— as  little  as  $1,000. 

•  Kasy  To  Purchase— send  coujion  or  call 
toll  free  l-8(K)-<;:{8-r)««().  In  Md. 
l-8()()-4»2-ll»7<i.  In  Halto,  r)  J7-2.!()S. 


Rowe  Price  Tkx-Free  Income  Fund,  Inc. 

100  E.  PraU  St.  Baltimore,  Maryland  21202 


I   Cily  . 


-Z,p_ 


For  more  complete  information,  including  management 
fee  and  other  charges  and  expenses,  obtain  a  prospectus. 
Read  it  carefully  before  you  mvest.  'Incume  may  be 
subject  to  state  and  local  taxes. 
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Follow-Through 


UNWIND  IN 
SECLUSION 

...  at  some  very  special  and  exclusive 
vacation  resorts.  Our  highly  respected 
monthly  newsletter  is  a  connoisseur's 
guide  to  unspoiled  places,  providing 
executives  independent  reports  on  [peace- 
ful mountain  sanctuaries,  uncrowded 
countryside  retreats  and  enchanting 
islands  we  regularly  uncover  here  and 
abroad.  Accommodation  offerings, 
ambiance,  food,  staff  and  service,  rates 
and  recreational  diversions  are  all 
described  in  lively  detail.  Twelve  monthly 
reports,  $29.  (Overseas  airmail,  $35.) 
Satisfaction  guaranteed  or  subscription 
price  refunded. 

Published  Monthly  by 
Harper  Associates 
Box  66-R  •  Fairfax  Station,  VA  22039 
=S=tC 


Moving  to  Dallas? 

There  are  many  reasons  why  you  might 
prefer  Terrace  House  as  your  residence, 
but  location  has  to  be  one  of  them.  You 
are  only  five  minutes  from  downtown 
and  the  Trade  Mart,  25  minutes  from 
D/FW  Airport,  with  quick  access  to  all 
clubs.  Swimming  pool,  tennis  court, 
covered  parking  and  good  security. 
From  $1,200  per  month. 

TERRACE  HOUSE 

3131  Maple  Avenue,  Dallas,  Tfocas  75201 
(214)  744-3131 


Polishing  the  Big  Apple 

In  1978,  when  Mayor  Edward  "1.  Koch 
was  tackling  the  dry  rot  that  had  put  the 
Big  Apple  a  worm's  length  from  bank- 
ruptcy, Forbes  commented  (June  26) 
that  "the  city  government— thank  good- 
ness— is  not  the  city."  New  York's  busi- 
ness was  doing  just  fine,  from  communi- 
cations to  construction,  from  real  estate 
to  Regine's,  from  banks  to  ballet. 

Today,  the  potholes  are  still  there,  the 
graffiti  are  holding  the  subway  together 
and  the  bond-rating  experts  still  won't 
put  their  blessings  on  the  city's  paper — 
but  the  Big  Apple  is  rosier  than  ever. 
Koch  will  finish  the  current  fiscal  year 
with  a  budget  surplus  and — he's  running 
for  reelection  this  year — predicts  a  bigger 
one  for  1982.  His  planners  are  expanding 
city  services — wanly.  ("It  was  just  plain 
unsettling  to  some  of  us,"  said  Deputy 
Mayor  Robert  F.  Wagner.) 

New  York  is  not  only  riding  out  the 
recession  but  outstripping  the  rest  of  the 
country.  Retail  sales  through  September 
showed  increases  of  18%,  almost  3  times 
the  U.S.  figure.  Unemploymentwasup  but 
the  increase  was  markedly  smaller  than 
the  country's.  Wall  Street  brokers  had  pre- 
tax profits  of  $2.1  billion,  almost  twice 
those  of  1979,  a  banner  year.  The  boom  in 
office  space  seemed  unstoppable.  In  mid- 
town  Manhattan  alone,  says  Cushman  &. 
Wakefield,  a  major  real  estate  firm,  7.7 
million  square  feet  will  be  available  in  14 
new  towers,  and  that  doesn't  include  cor- 
porate skyscrapers  for  Philip  Morris,  IBM 
and  AT&.T.  Gerald  Hines,  Houston's  Tex- 
as-tall developer,  just  paid  $28  million  fora 
block-front  and  calls  New  York  "the  last 
major  market  we  want  to  be  involved  in." 
Another  record  horde  of  tourists  arrived, 
475,000  from  abroad  and  each  worth  $400 
to  the  city. 


But  the  problems  are  there  too.  San 
Ehrenhalt,  regional  head  of  the  U.S. 
reau  of  Labor  Statistics,  grants  that  ' 
clear  the  city  came  through  the  recess 
but  I'm  troubled  about  euphoria." 
share  of  New  Yorkers  working,  he  no 
is  51%  in  the  city  but  59%  in  the  I 
Twelve  years  ago,  those  percent; 
were  57%  for  the  country,  55%  for, 
city.  To  bring  New  York  into  line; 
says,  would  take  400,000  new  jobs.  | 

Koch  is  well  aware  of  all  this.  His  1 
budget,  $  1 4.8  billion,  is  5%  bigger  than 
last  one  and  he  thinks  he  can  do  with 
new  taxes.  What's  more,  business: 
like  Chemical  Bank's  New  York  ecom 
ic  specialist  Thomas  Spitznas  agree  i 
his  numbersare  real  and  not  election  b;i 
boo.  ("I'm  honest,"  Koch  cracks,  "and 
sides,  there  are  six  different  monii 
checking  those  numbers.") 

Crime  and  fear  of  it  form  anothe: 
Ehrenhalt's  concerns.  Koch  bristles  a 
tie  at  the  attention  paid  to  violence, 
read  about  New  York  crime  in  the  To! 
papers.  I  don't  see  Tokyo  crime  on 
front  page  here.")  But  he  takes  it  seric 
ly  and  has  found  money  for  1,300  ai 
tional  uniformed  cops  next  year. 

The  money  seems  to  be  there, 
retailing  surge  meant  extra  sales  ta; 
record  trading  on  the  stock  exchar 
produced  a  bonanza  in  stock-tran 
taxes.  Property-tax  rates,  the  city's  rr 
income,  are  limited  by  the  state  con 
tution  but  new  valuations  could  raise 
take.  Koch  has  pressed  the  state's  Be 
of  Equalization  and  Assessment  to  sp 
up  this  process  (it  is  two  years  behi: 
citing  as  a  case  of  undervaluing,  the  \ 
Am  Building:  "That  cost  $1 15  millioi 
build.  It  was  assessed  at  $105  million 
just  sold  for  $400  million." 

Koch  basks  in  the  approval  busim 
men  have  given  his  actions,  pointing. 


New  York  Cit\  's  Mayor  Hdu  cird  I  Koch 
"The  best  place  to  mafce  a  bucfc." 
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:  his  purpose  is  "to  create  jobs  and 
'its  in  the  private  sector."  In  less  ele- 
t  language,  he  wants  New  York  to  be 
;  best  place  to  make  a  buck." 


Render  unto  Caesar . . . 

1979  ended,  Parker  Dale  of  Newport 
:h,  Calif,  seemed  to  have  found  the 
nised  Land.  The  51 -year-old  stock- 
cer-tumed-entrepreneur  was  sellmg  a 
shelter  involving  an  unassailable 
luct — the  Bible  (Forbes,  Jan  21, 
')].  The  ploy  called  for  buying,  say, 
,000  worth  of  Bibles  at  wholesale, 
ling  them  for  a  year,  then  donating 
n  to  a  church  or  missionary  service 
takmg  the  retail  price  (usually  triple 
)lesale)  as  a  charitable  deduction.  His 
h  was  a  blend  of  profit  and  piety,  and 
z  expected  to  help  sell  over  400,000 
es  in  1980. 

las,  it  was  not  to  be.  Even  as  Forbes 

reporting  Parker  Dale's  high  hopes. 
Internal  Revenue  Service,  which  has 
iwn  version  of  Holy  Writ,  was  cutting 
n  down  to  size.  Because  anyone 
id  buy  Bibles  in  quantity  at  whole- 
,  the  IRS  proclaimed,  that  was  their 
ket  value,  not  the  higher  retail  cost, 
f  you  paid  $10,000  for  your  giveaway 
es,  that  was  all  you  could  deduct, 
ale  countered  with  a  refinement  that 
aid  would  allow  an  immediate  deduc- 
— pay  $10,000  as  a  down  payment  on 
Bibles,  sign  a  12-year,  $20,000  note 

deduct  the  whole  $30,000  (retail 
le)  immediately.  The  IRS  pounced 
;  more.  Note  or  no  note,  it  ruled  last 

the  value  of  those  Bibles — and  the 
action — stayed  at  $10,000.  Tax-shel- 
idvisers  like  William  G.  Brennan  of 
ey  Forge,  Penna.  and  Arnold  G.  Ru- 

of  Menlo  Park,  Calif,  broadcast  the 
dogma  with  comments  like  this  one 
1  Rudoff:  "The  Bible  tax  deal  is  a 
plete  gimmick.  All  of  those  people 
I  participated  have  bought  them- 
es an  audit." 

ale  has  put  his  Bibles  back  on  the 
f.  The  first  IRS  notice  stopped  the 
l-for-a-year  version,  he  says,  and  no 

tried  his  down-payment  scheme. 
:  were  trying  to  find  a  way  to  distrib- 
much-needed  Bibles,"  he  says.  "My 
ily  and  I  are  deeply  religious,  but 
rly  the  IRS  is  against  this  method  of 
ribution."  But  Dale  is  resourceful.  A 

ago,  contemplating  the  likelihood  of 
ickdown  by  the  IRS,  he  told  Forbes: 
that  time  there  are  four  other  games 
n  be  in."  One  new  game  is  research 
development  partnerships,  which  he 
pares  to  oil  and  gas  drilling  syndica- 
s  where  80%  to  200%  of  a  taxpayer's 
ar  can  become  a  tax  deduction.  And 
s  as  reverent  about  these  as  he  was 
It  Bibles:  "It's  an  honest  way  to  raise 
:h-needed  capital  for  industry." 
men. 
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//  energy  availability  and  cost  are  affect- 
ing your  bottom  line,  you  need  to  take  a 
close  look  at  Arkansas. 

We  have  an  abundance  of  affordable,  home- 
grown energy  for  the  critical  decade  of  the 
mO's.  And  beyond. 

Wed  like  to  tell  you  more  about  how  a 
move  to  The  Great  Location  could  be  the  best 
move  your  company  could  make. 

ARKANSAS 


For  information,  write  to  The  Arkansas  Department  of  Economic  Development-F 
One  State  Capitol  Mall,  Little  Rock,  Arkansas  72201.  Or  call  (501)  371-7675. 


■ — AVERY  SPECIAL  OFFER  TO  READERS  OF  FORRES  —  ■ 

Standard  &  Poor's  STOCK  GUIDE 


ORDER  NOW 
SAVE  20% 


Return  the  coupon  and  receive 
your  own  personal  copy  of  Stan- 
dard &  Poor's  268-page  Stock 
Guide,  delivered  to  your  home  or 
office  each  month  for  a  full  year 
at  a  remarkable  $11.00  saving 
from  the  regular  $55  price.  With 
its  268  fact-filled  pages  and  44 
columns  of  information  on  over 
5,000  stocks  and  mutual  funds, 
each  monthly  issue  literally  puts 
the  stock  market  at  your  finger- 
tips. It's  probably  the  most  widely 
used,  most  useful  and  most  often 
referred  to  investor's  aid  in  the 
world.  Please  act  now,  this  20% 
discount  offer  may  not  be  repeated. 

Standard  &  Poor  s  Corporation 

25  Broadway,  Ne»^  York,  N.Y.  10004 
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JF1-4FON08 

Standard  &  Poor's  Corporation 
25  Broadway,  New  York,  N.Y.  10004 

Please  enter  my  subscription  to  Security 
Owner's  STOCK  GUIDE  at  once.  Bill  me  later 
for  the  tax  deductible  cost  of  only  $44  for 
12  montly  issues.  (An  $11.00 isaving  from  the 
regular  price.)  New  subscribers  only. 


Signature 


City 

Nn  as 


state  Zip  

nt  wilh.iiil  sul.^f.  ihorV  .■..n' 
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No.  524  Mesh 


Readers  Say 


No.  518  Polyester 


No.  526  Conon  (Lined) 


No.  527  Blue  Denim 


ADJUSTABLE  CAPS 

WITH  EMBLEMS  USE  FOR : 

Safety  awards,  incentive  for  production  goals,  product  pro- 
motion, advertisement,  conventions,  company  picnics,  trade 
shows,  attendance  awards 

Cfioose  tfie  cap  ttiat  fits  your  need.  Send  us  a  copy  of  your 
logo  or  a  rough  pencil  sketch  and  we  ll  do  the  rest  Your 
emblem  expertly  made  and  sewn  on  the  best  caps  available 
Please  furnish  thelollowing  information: 

•  Style  No.  How  Many  

•  Copy  For  Emblem 

•  Color  Royal  Blue,  Navy  Blue,  Red. 
Black,  Orange,  White,  Gold,  Kelly  Green,  Brown. 

Price  includes  one  1  <olor  emblem  sewn  on  front  of  cap. 
(MINIMUM  ORDER  —  72) 


72 

144 

288 

432 

I  1 

864 

1728 

$3.65 

•Kit 

$3.10 
•acti 

$2.95 

$2.85 

$2.75 

MCh 

$2.65 

ARDIN  A 

CAP  b  JACKET  CO. 


HIGHWAY  460- 36  BOX  275     TOll  FrOC 
GRUNDY,  VA  24614  800/336-0551 

Alaska,  Hawaii  and  Virginia  CALL  COLLECT  703/935-4545 


Forbes 

Classified 

appears  in 
the  first  issue 
of  every  month, 

Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 
information  on 
FORBES  CLASSIFIED 
call 

Linda  Loren 
(212)  620-2440 


Detroit's  decline 

Sir:  The  article  "AlUos  and  trucks"(/«A/ 
5)  hit  the  nail  right  straight  on  the  head. 
We  have  seen  the  industry  making  bales 
of  money,  but  they  did  nc)t  look  ahead  on 
the  fuel  situation  or  on  the  cars  that  a 
young  student  who  had  little  funds  would 
use.  They  felt  that  styling  was  what  sold 
automobiles. 
— F.M  Young 
President, 

Young  Radiator  Co. 
Racine,  Wis. 

Sir:  At  least  a  small  portion  of  the  blame 
(for  Detroit's  troubles]  may  rest  with 
well-intentioned  business  publications 
such  as  Forbes. 

Corporate  performance  is  measured  in 
terms  of  earnings  and  returns  on  invest- 
ment. Management  performance  is  not 
rated  in  terms  of  planning  or  capital  ex- 
penditure needed  to  respond  to  future 
markets.  Perhaps  you  should  provide  a 
better  yardstick  with  which  to  measure 
management  performance. 
— Ernest  J.  Conivay 
West  lake  Village,  Calif. 


We're  victims 

Sir:  The  analysis  "Inflation  indexing — a 
hair  of  the  dog"  (Jan.  5)  suffers  from  a 
failure  to  distinguish  between  economic 
crime  and  punishment. 

Indexing  of  taxes  makes  inflation  mar- 
ginally more  tolerable  to  taxpayers,  but  it 
makes  it  intolerable  to  legislators  who 
can  no  longer  count  on  unlegislated  tax 
increases  to  purchase  our  votes. 
— R.R.  Dai'ison 
College  Station.  Tex 


Coping  with  OPEC 

Sir:  Re  your  article  about  OPEC's  ruth- 
less strategy  (/«//  19).  We  should  pursue 
all  those  pro-supply  domestic  options, 
but  in  the  meantime  we  also  should  im- 
pose a  tariff  on  foreign  crude  oil  and 
remove  the  foreign  tax  credit  for  oil  pro- 
duced in  OPEC  countries. 
—Arnold  K.  Safer 
Washington,  D  C. 

Sir:  OPEC  is  not  the  villain  replacing  the 
oil  majors,  as  the  writer  implies.  There 
are  no  villains.  There  is  constant  tension 
and  divergent  interests,  as  well  as  shift- 
ing power  centers  of  gravity. 

OPEC's  rational  intention  is  to  pro- 
vide incentives  for  consumers  to  develop 
alternative  energies. 

The  article  did  not  present  OPEC's 
case  fairly,  nor  did  it  put  up  a  viable 


consumer  argument.  The  mixing  of  d 
umentation/reporting  and  of  commi 
tary  may  have  fallen  short  of  all  obj 
tives  save  two:  to  have  readers  reac 
and  to  elicit  responses. 
— Ilai  Benron 
New  York,  A.K 

Sir:  Why  shouldn't  the  OPEC  counti 
attempt  to  use  their  current  position 
power  to  ensure  a  better  life  for  the 
selves  once  their  power  passes? 
— Edward  .Merrick 
Dinnhci.  ('.alif 


Don't  count  us  out 

Sir:  To  paraphrase  Mark  Twain,  yc 
report  of  our  demise  is  highly  exagger 
tdfjan  5,  p  73).  Through  the  first  ni 
months  our  total  corporate  sales  had  f; 
en  just  20%  from  1979,  and  for  the  y( 
as  a  whole  we  are  only  18%  behind  t 
previous  year.  In  point  of  fact,  A. 
Smith  is  alive  and  kicking  and  we  fu 
expect  to  be  a  bigger  company  as  t 
1980s  develop  and  the  economy  recovi 
than  we  were  in  the  1970s. 
~l..R  Smith 

Chainnan  and  CEO,  ' 
A  O.  Smith  Corp.  \ 
.Milwaukee.  Wis 


Concrete  difference 

Sir:  In  "Fact  and  Comment"  (Jan.  i 
you  state  that  while  roller  skating 
Mar.  4,  1933  you  hit  a  "cement"  abi 
ment.  When  will  you  journalists  ei 
learn  the  difference  between  "cemer 
and  "concrete"?  j 
—J.H.  Megee  \ 
Riverdale,  III. 


Meaty  advice 

Sir:  Re  your  recommendation  that  A 
bassador  Mansfield  be  kept  on  in  jap 
(Fact  and  Comment,  Jan.  19)  '-  I  see  Ron; 
Reagan  agreed  to  delegate  Mike  Mai 
field  to  continue  his  superb  stint. 

Upon  what  meat  doth  thee,  our  M 
colm,  eat? 

— Isidorjan  Bookbinder  ; 
Hallamhile.  Fla 


Grading  sapphires 

Sir:  The  article  "A  tsavorite  for  yo 
Christmas  list"  (Dec  8,  1980)  stat( 
".  .  .  there  is  no  widely  recognized  gra 
ing  system  ..."  for  colored  gemstonf 
This  is  not  so  as  far  as  sapphires  a 
concerned.  The  internationally  recc 
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How  A&  A  views  the  energy  industry 


Risks  run  high  at  petrochemical  complexes  like  this  on  the  Eastern  seaboard. 


From  petrochemical  complexes 
North  Sea  platforms,  Alexander 
Alexander  looks  at  risk  through 
I  oilman's  wary  eye.  We  anticipate 
e  unexpected,  from  local  inter- 
ptions  to  overseas  confiscations, 
icus  on  the  cash  flow  behind 
e  oil  flow. 

Only  by  working  from  a  client's 
lint  of  view  can  we  be  sure  a 
mpany  gets  the  most  compre- 
■nsive,  cost-efficient  programs 
issible. 

isk  management 

This  insider's  vantage  point 
labics  our  special  petroleum  and 
ler'gy  group  to  protect  assets  and 
ofits  where  risks  loom  high.  It's 
)w  we  cover  all  bases.  Analyzing 


exposures  through  sophisticated 
computer  techniques.  Determin- 
ing the  loss  to  assume  and  how  to 
assume  it  — retention  plans,  self- 
insurance,  captives,  whatever 
Placing  the  catastrophe  insurance 
in  the  right  market  at  the  right  price. 

Each  industry  has  different 
needs.  For  insurance,  for  risk 
management,  for  human  resource 
management,  for  financial  services. 
And  each  of  our  120  offices  here 
and  overseas  has  the  facilities, 
expertise  and  strength  to  fulfill 
the  requirements  of  any  company, 
large  or  small,  in  any  industry. 

We  think  a  big  reason  A&A 


has  become  one  of  the  largest  and 
most  trusted  insurance  brokers 
worldwide  is  that  we  work  the 
same  way  with  every  client.  From 
the  client's  point  of  view. 


Alexander 

From  the  client's  point  of  view. 


Aresource 
for  resources 


Efficient  use  of  known  resources  / 
and  exploration  for  new  ones  are 
more  important  today  than  ever 
before.  The  Bank  of  Tokyo  itself 
is  an  excellent  resource  for 
such  activities.  It  offers 
clients  a  wide  range  of 
international  finance 
functions. 

You  are  assured  of 
reliable  services  to  meet 
your  specific  needs  by 
the  priceless  assets  of 
experience,  diversified 
activities  and  tested  t 
resources  of  the  Bank  of 
Tokyo.  Knowledgeable 
bankers,  investors  and 
businessmen  know  that  the  Bank 
of  Tokyo  is  the  proven  Japanese 
specialist  in  international  finance. 

With  its  own  extensive  world- 
wide network,  the  Bank  of  Tokyo 
is  an  important  part  of  the 
international  network  that 


determines  the  direction  of 
today's  global  economy.  We 
invite  you  to  use  our 
resources  for  your  own  pur- 
poses. 


Active  on  all  five  continents — 


©Leaders  in  international  banking  since  1880  
BANK  OF  TOKYO 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  En- 
ter your  new  address  on  this  form  and 
return  it  with  a  recent  maihng  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on  this 
form  and  check  the  subscription  you  pre- 
fer. □  1  year  $30.00  □  3  years  $60.00  (the 
equivalent  of  one  year  free). 
Canadian  orders,  add  $5  a  year. 
Orders  for  other  countries  add  $18.00  a 
year. 

Subscription  Service  Manager, 

FORBES,  60  Fifth  Avenue, 

New  York,  N.Y.  10011  


ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NLIMBER  HERE 


Name      (please  print) 


New  Address 


City 


State  Zip 


Date  of  Address  Change 

F— 4826 


Readers  Say 

nized  grading  and  certification  systf 
for  sapphires  is  called  S&.0  78  and  it  1: 
become  so  precise  that  it  now  ptrm 
sapphires  to  be  bought  and  sold  on  cci 
fied  description,  rather  than  the  tra 
tional  manual — and  therefore  arguablt 
inspection.  As  a  result,  sapphires  i 
now  dealt  in  with  the  same  confider 
as  diamonds.  | 
—John  B  Mormon 
London,  England 


Playing  with  blocks 

Sir:  I  recently  attended  a  dinner  hon 
ing  Sam  Church,  a  miner's  son  who 
now  the  president  of  the  United  Mi 
Workers  of  America.  Governor  ] 
Rockefeller  of  West  Virginia  made  t 
presentation  of  the  award  plaque  w: 
the  comment: 

"Sam  and  I  have  always  had  a  lot 
common.  Today  we're  working  togetl 
for  the  welfare  of  the  miners  and  t 
prosperity  of  the  coal  industry.  When  ' 
were  boys  growing  up,  Sam  and  I  be 
played  with  blocks — Sam  with  the  pi 
tic  ones  from  the  dime  store,  and  I  w: 
the  ones — 49th,  50th  and  51st  streets 
5th  Avenue — in  New  York  City." 
— In  in  H.  Cohen 
Baltimore,  Md 


Different  prices 

Sir:  In  "The  1981  dream  portfolio"  (/<: 
19),  you  correctly  listed  the  "Ten  Stoc 
For  Action  In  1981"  that  we  published 
our  Annual  Forecast  in  mid-Decemb 
but  the  prices  that  you  showed  (in  c 
umn  1)  were  not  the  prices  at  which  ' 
recommended  these  stocks  but  t 
prices  at  the  time  Forbes  went  to  pre 
We  feel  that  your  readers  should  be  awj 
of  this. 

—Joseph  L.  Oppenheimer 
Vice  President,  | 
Standard  &  Poor's  Corp.  | 
Neiv  York,  N  Y. 


Prices  include  taxes 

Sir:  Reader  Mr.  Tifft  writes,  "W 
doesn't  American  industry  tell  the  pub 
that  corporate  taxes  all  have  to  come  c 
of  the  consumer's  ^ocketV  (Readers  Sc 
Dec  8,  1980). 

May  I  go  further  and  ask:  Why  do 
economists  proclaim,  politicians  adn 
and  media  convey  that  all  taxes  ultimai 
ly  appear  in  production  costs  and  cc 
sumer  prices? 
— Gus  R.  Stelzer 

Rancho  Santa  Fe,  Calif.  ■ 
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Leadership 

makes  Williams  worth  watchin9  in  the'BOs. 

The  Williams  Companies  invested  approximately  three-quarters  of  a 
billion  dollars  in  the  '70s  to  develop  and  improve  a  leadership  position 
in  world  agribusiness  through  its  Agrico  Chemical  Company  subsidiary 
and  it's  paying  off.  As  it  enters  the  '80s,  Agrico  is  one  of  the  world's  largest 
and  most  efficient  miners,  manufacturers  and  marketers  of  chemical  fer- 
tilizers. It's  a  highly-integrated,  cost-effective  producer,  as  well  as  a  leader 
in  manufacturing  value-added  nitrogen  and  phosphate-based  products. 

More  than  a  fertilizer  company,  Williams  is  also  a  leader  in  energy 
and  metals,  having  invested  additionally  over  half  a  bilUon  _ 
dollars  during  the  '70s  to  strengthen  these  businesses.         '  ■^^m^^m  m- 


In  addition  to  its  leadership  positions,  Williams:  corporate  balance,  financial  flexibility 
and  increased  earnings  make  "Williams  wortli  watching  in  the '80s,"  Learn  more  about 
Williams  (WMB-NYSE)  by  writing  L.  R.  franclsco,  manager-investor  relations.  The 
Williams  Companies,  One  Williams  Center,  Tulsa,  OK  74172. 


THE  FERTILIZER,  ENERGY  AND  METALS  COMPANY 

Agrico  Chemical  Company  •  Williams  Exploration  Company  •  Williams  Pipe  Line  Company  •  EdgComb  Metals  Company 


Coiisuinof  Orientation 

Nc  11  in  ,1  S(M  nv; 
Subject:  I  >'ni)liti>  1  '('-.uin 
1  hi- Alvlllh^^;ls  lit 
ri ,  II  u  ii 'i )  I  ll  v;i  ili-^si'(  sriiH ' 


Porsche  911 

CiS^i...... 


(liKH'S  (S('(>  (li.ujt.iiii  bi>l(>w)  .1  pmliH :tiv«'  /\\u:  co.tliiuj  (I ))  on 
tlu'  shtnM  st(M>l  ( L )  lli.ll  iicltully  qtows  into  \hc  <1.iiii.k|0(1 
pdition  (f  )  of  the  painl  skin  (Q)— plugqing  pinholes  and  pre- 
voiiting  luitlwi  coiiosion 
As  ;i  rosiill  of  tlio  (^floctivoness  of  liol  (fip  galvani/ing— 


vcMMiiH)  iiniiKM  corrosion 

As  n  losiilt  of  till"  ("floctiveness  of  hot  <fip  galvani/ing 
hiHiinninc)  with  the"  1981  mo(f(M  yo.ii.  wt;  offor  a  limilod  wai 
ranty  on  Iho  oiitin}  body  of  ovory  now  f 'orscho   911. 924,  i)?A 
Turbo,  928   against  rust  porforaliori  for  7  years: 

I'liischc  Aiiili  n'l'KT.i'iTls  lh;il  l\>ir.rlH>  vi'hi<:l<>s  will  b<>  !(••«•  linm 
lusl  pi'ilomlion  (or  the (iiii.'ilion  ol-  /  \i>^ir.  II  nir,!  |><'rl<it;ilinii drvi-l 
ops  iiiKlci  noiinal  uso  .iiid  soivii  o  and  the  vi-hiclc  h.is  Ix'c'ii  itiain-  _ 
taino(1  in  accoidanco  wilh  inaniil.'icliiicr  s  rcciiiitr'nii-nls.  any  .'r, 
Poischc  Audi  aulhoti/od  dcalci  will  rt-pl.icc  oi  topair  Ihi'  d«'l«H:live  .  -i  I 
'parts Irpe ol  charge  '^^ 


the  danger  of  rust. 

Paint  alone  is  no  protection  against  rust.  (See  diagram 
above.)  Harmful  elements  can  attack  a  cars  sheet  steel  (A) 
through  pinholes  in  the  paint  skin  ( B).  Unchecked,  rust  (C)  can 
expand,  mar  the  finish,  and  weaken  an  ordinary  steel  body.  So 
in  addition  to  a  4-step  paint  process,  the  Porsche  911— like  all 
Porsches— is  protected  by  a  hot  dip  galvanizing  process. 

All  of  the  sheet  steel  used  in  all  Porsches  is  hot  dip  galva- 
nized—on  both  sides— in  a  500^C  liquid  zinc  bath.This  pro- 


resents  the  most  comprehensive  anli-CQrrosion  prolection 
available.  At  Porsche,  excellence  is  expected. 

For  more  information  or  your  nearest  dealer,  call  toll-free: 
(800)447-4700.  In  Illinois.  RORSCZHE  *  AUDI 
call  (800)  322-4400.  nothing  even  comes  close 


F  ••••*•• 


Lt*.  •  •  •  •  ••\\\\\s. 


At  the  Porsche  Research  and  Development  Center  (Entwicklungzentrum)  in  Weissach. 
the  steel  body  of  a  Porsche  911  has  been  standing  outside  in  the  elements— protected 
only  by  hot  dip  galvanizing— for  7  years:To  date,  there  has  not  been  one  speck  of  red  rust. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


NOW— MAYBE— SOMEONE  WILL  FREE 

the  Iranian  people. 

KILLING  FOUR  BIRDS  WITH  ONE  ACT 


ly  freeing  oil  prices  (and  including  gas  as  soon  as  possible), 
;sident  Reagan  will  see — thanks  to  price  increases — 1)  con- 
nption  decline;  2)  new  domestic  sources  soon  measurably 
;rease.  3)  The  windfall  profits  tax  on  the  fuel  industry  will 


bring  in  $20  billion  additional  revenue  to  finance  increased 
spending  for  vitally  needed  conventional  military  capabilities. 

And — incidental  though  it  may  be — 4)  the  action  will  imple- 
ment his  oft-expressed  decontrol  philosophy. 


WHOEVER'S  BEEN  BUZZING  IN  REAGAN'S  EAR 


)ut  resurrecting  Taiwan  ties — which  would  automatically, 
omatically  sever  our  immensely  important,  just-renewed 
ina  relationship — ought  to  be  brushed  off,  slapped  down  or 
least  relegated  out  of  earshot. 

rhe  present  informal  Taiwanese-U.S.  understanding  is 
rking  fine;  their  economic  relationships  with  us  are  flour- 


ishing. Strategically,  tactically,  economically  and  every  other 
way,  the  rewarming  of  our  traditional  friendship  with  China 
has  been  of  enormous  mutual  value.  And  the  potential  is  even 
enormous-er. 

Breathing  fire  into  the  quiescent  embers  of  our  Taiwanese 
relationship  is  utterly  asinine. 


A  SUCCESS  LOOMS  FOR  LIBYA'S  QADDAFI 


rhe  erratic,  fanatic  Colonel  is  gradually  bringing  Morocco 
i  Algeria  closer  to  ending  their  near-war  over  the  Sahara's 
inion  with  Maroc.  As  per  usual,  the  crazy  Colonel  is  achiev- 
;  exactly  the  opposite  of  his  objective. 

Mgeria  is  finding  that  the  Polisario  guerrilla  group,  to  whom 
las  given  territorial  sanctuary  and  support,  has  been  taken 
IT  in  major  measure  by  Qaddafi.  With  pay  and  arms,  he  has 

THIS  LOVELY  FAREWELL 
THANK  YOU  CARD 

from  the  Carters  was  in  my  morning  mail  the 
day  after  Mr.  Reagan  became  President. 

It's  a  bit  difficult  to  understand  how  we  got  on 
the  ex-President's  "thank  you  for  your  support" 
mailing  list  and  can  only  conclude  that  Fact  and 
Comment  was  not  among  the  Carters'  regular 
reading  matter. 

Anyway,  we  certainly  wish  them  both  every- 
thing good  in  the  years  ahead. 


added  to  the  few  thousand  Sahara  refugees  thousands  of  merce- 
nary nomads  from  other  African  states. 

Now  Algeria  finds  it  is  host  to  a  Qaddafi  Host  over  which  it 
has  little  or  no  control.  This  force  is  potentially  more  dangerous 
to  an  Algerian  government  faced  with  a  population  increasingly 
tired  of  deprivation  and  policing  in  the  name  of  socialism  than 
this  Qaddafi  Polisario  is  to  Morocco. 
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DO  WE  HALF  APPRECIATE  OUR  U.S.  COAST  GUARD? 

It  seems  to  me  we  don't  seem  to  be 
aware  of  how  very  much  the  U.S.  Coast 
Guard  accomphshes,  and  how  very  varied 
these  accomphshments  are. 

We  are  aware  of  their  vigilant,  often 
heroic  hfesavings  at  sea  disasters,  but  less 
aware  of  the  magnitude  of  their  responsi- 
bihties  in  preventing  drug  smuggling,  il- 
legal oil  spills,  protecting  American  fish- 
ing rights  and  fishermen,  enforcing  boat 
and  ship  safety  rules  and  regulations, 
maintaining  our  multiple  first-rate  sea 
signs — buoys,  beacons,  signals — and  a  host  of  other  essentials. 

To  be  on  the  oceans  and  near  shores  of  lands  beyond  our  own 
makes  one  keenly  aware  of  how  good  and  how  important  this 
Service  is — almost  to  the  same  degree  that  one  appreciates  the 
U.S.  telephone  system  when  using  any  other  anywhere  else. 

You'd  think  with  all  they  have  to  do  and  with  their 
deservedly  splendid  reputation,  our  Coast  Guarders  would  have 


gear  and  boats  and  ships  and  stuff  enough.  j 
But  since  the  U.S.  Coast  Guard  was  taken  away  from  tli 
Treasury  Department,  it  has  been  shortchanged  on  pay,  trail 
ing,  recruitment  and  hardware  to  an  extent  that  is  alarmii 
and  inexcusable. 

I  think  Ronald  Reagan's  the  sort  who'll  see  that  the  Gover 
ment  begins  again  to  do  right  by  the  U.S.  Coast  Guard. 


EXCEPT  FOR  COMMUTERS  AND  COMPTROLLERS 

a  fresh  falling  snow  exhilarates  the  spirits  in  the  same  way  as  do  the  buds  of  spring. 

THE  GREATEST  SOURCE  OF  UNTAPPED,  UNFATHOMABLE  RICHES 


is  at  hand — everyone's  hand — and  is  inexhaustible  in  our  life- 
time and  for  lifetimes  to  come. 

This  readily  available  resource  can  supply  the  wherewithal 
for  the  most  fabulous,  extensive,  expensive  travels  to  any  place 
on  our  globe — or,  for  that  matter,  to  all  the  other  globes.  You 
can  go  back  in  time  or  way,  way  ahead. 

By  tapping  this  rich  lode,  you  can  come  to  know  almost 
anybody  of  consequence  alive  or  dead;  in  most  cases,  by  the 
time  you're  through  probing  their  thinking  and  their  lives, 
you'll  know  more  about  'em  than  even  their  contempories  did 
or  than  their  spouses  do. 

Imagine  being  able  to  know  almost  everything  about  any 


company,  any  business,  any  profession,  any  science,  any  an 
thing  that  might  be  of  any  interest  at  all  to  you. 

The  richest  person  in  the  world — in  fact,  all  the  riches  in  tl 
world — couldn't  provide  you  with  anything  like  the  endles 
incredible  loot  available  at  your  local  library. 

You  can  measure  the  awareness,  the  breadth  and  the  wi 
dom  of  a  civilization,  a  nation,  a  people  by  the  priority  given 
preserving  these  repositories  of  all  that  we  are,  all  that  v 
were,  or  will  be. 

Our  libraries  are  being  eroded  alarmingly  by  inflation, 
behooves  us — all  of  us — to  stop  the  rot  by  the  application 
that  prime  preserver — money. 


ONE  AD  SELLS  GLASS— THE  OTHER,  "GRASS"? 


This  sleazy,  slouchy, 
slothful  trio  is  pushing 
.  .  .  what?  The  scene 
suggests  a  Buy  of  sorts, 
but  it  repels  more  than 
It  sells. 

To  show  a  candle- 
stick servingas  a  liqueur 
glass  maybefar-out,  but 
the  scene  makes  real  the 
Swedish  Orrefors  glass 
slogan,  "the  living  crys- 
tal."  If  you're  lookingfor 
candlesticks,  whocould 
resist: 
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THAT  "60  MINUTES"  STATS 

and  usually  at  the  top  in  popularity  is  the 
greatest  tribute  possible  to  the  selective 
capability  of  our  much  maligned  tube- 
watching  millions.  CBS'  Mike  Wallace 
Company  have  the  compliment  now 
of  some  good  ( ABC20/20)  and  improving 
(Brinkley's  NBC  Magazine]  competi- 
tion. But  their  greatest  and  completely 
deserved  satisfaction  must  come  from 


IN  THE  TV  TOP  TEN 

knowing  that  60  Minutes  has  estab- 
lished beyond  a  doubt  that  serious  inves- 
tigative and  explanatory  reporting  can 
outdraw  blood  and  gore,  sexy  parlor 
games  and  soapy  serials. 

By  his  extraordinarily  successful  pio- 
neering, Mike  Wallace  has  given  back 
to  regular  TV  programming  a  stature 
that  it  had  almost  all  lost. 


"HOW  TO  KNOW  YOU'RE  GROWING  OLDER" 


's  nice  to  think  that  one  needs  to  take  a  quiz  to  determine 
le's  growing  older.  A  reader  has  sent  in  a  checklist  of  25 
idards  by  which  you  can  judge  the  question. 
)me  of  them: 

ou  turn  out  the  light  for  economic  rather  than  romantic 
ons. 

our  knees  buckle,  but  your  belt  won't. 

DU  regret  all  those  mistakes  resisting  temptation. 

our  back  goes  out  more  than  you  do. 

DEFINITION  OF  A  VICE  CHAIRMAN 

lybody  (except  a  furniture  salesman)  who  can  sell  or  buy 
nner  tables  at  $1,000  &  Up  (&  Up  &  Up)  for  a  Cause. 


After  painting  the  town  red,  you  have  to  take  a  long  rest 
before  applying  a  second  coat. 

Your  pacemaker  makes  the  garage  door  go  up  when  you 
watch  a  pretty  girl  go  by. 

The  little  gray-haired  lady  you  help  across  the  street  is  your 
wife. 

You  have  too  much  room  in  the  house  and  not  enough  in  the 
medicine  cabinet. 

You  sink  your  teeth  into  a  steak  and  they  stay  there. 

A  CONTENTED  MAN 

is  either  over  the  hill 
or  doesn't  know  there  is  one. 


By  M.S.  Forbes  Jr. 


This  writer's  prediction  that  1981 
would  see  a  fundamental  turnaround 
in  the  bond  market  (Forbes,  fan.  19) 
has  been  greeted  with  a  wee  bit  of 
skepticism,  to  put  it  gently. 

An  example:  A  few  weeks  ago,  be- 
fore speaking  to  the  Northwood  Insti- 
tute in  Midland,  Mich.,  I  was  intro- 
duced by  Carl  Gerstacker,  the  man 
who  made  Dow  Chemical  into  the  gi- 
ant it  is  today.  Though  retired,  this 
dynamo  has  lost  none  of  his  zest  or 
punch.  Said  he,  "Mr.  Forbes  won  the 
U.S.  Steel  Owl  Award  for  making  the 
most  accurate  predictions  among  fi- 
nancial writers  in  1975  and  in  1976 
and  was  a  runner-up  in  1978.  But  what 
happened  in  1977?  I'll  tell  you — he  rec- 
ommended bonds.  He  thought  interest 
rates  were  coming  down.  Instead,  they 
jumped  sharply.  Now  I  see  he's  saying 
the  same  thing  again.  I  don't  believe  it. 
I  wouldn't  touch  bonds  today  or  in  the 
years  ahead."  Ouch! 

When  building  Dow,  Gerstacker's 
motto  was,  "Never  hesitate  to  borrow 
prudently  a  dollar  today  which  can  be 
repaid  with  tomorrow's  deflated  one." 

One  is  loath  to  disagree  with  a 
man  as  knowledgeable  as  Carl  Ger- 


STILL  OUT  ON  A  LIMB 

stacker,  but  I'll  leave  my  head  on  the 
chopping  block. 

Reagan's  tax  and  budget  programs, 
combined  with  a  more  forceful  Fed 
credit  policy,  will  hurt  bonds  of 
weaker  companies,  which  is  why  one 
should  buy  only  top-grade  securities. 
But  the  upshot  will  be  a  decline  in 
interest  rates  (although  those  deemed 
uncreditworthy  won't  be  able  to  bor- 
row at  any  price). 

Bonds  of  sound  companies  will  be 
up  in  price  by  year-end  and  will  be 
appreciably  higher  than  that  by  the 
time  Reagan  runs  for  reelection. 

When  will  we  see  rates  back  in  sin- 
gle digits?  By  the  spring  of  1982. 

INVOLUNTARY  STOCKHOLDERS 

Bankers  may  find  themselves  be- 
coming major  shareholders  of  some  of 
their  customers  this  year,  but  not  be- 
cause they  think  those  stocks  are  hot. 
If  the  Reagan  Administration  and  the 
Federal  Reserve  follow  through  on 
their  promise  to  tighten  credit,  lend- 
ing institutions  could  end  up  having 
to  convert  some  of  their  weaker  bor- 
rowers' debt  into  equity.  We  will 
probably  see  more  agreements  like 
that  of  Chrysler,  where  creditors  ac- 
cepted preferred  stock  along  with  a 


little  bit  of  cash  in  exchange  for  for- 
mally forgiving  over  $  I  billion  of  debt. 

Estimates  of  credit  demands  this 
year  are  20%  to  30%  higher  than  in 
1980.  If  the  Fed  accommodated  those 
claims,  inflation  would  go  higher. 
Chairman  Volcker  believes  the  cen- 
tral bank  made  a  mistake  in  loosening 
up  too  soon  in  early  1980.  He  doesn't 
intend  to  let  that  happen  again.  And 
President  Reagan  won't  be  pressing 
Volcker  for  an  easy-money  policy,  at 
least  not  this  year. 

Result:  Overextended  companies 
will  be  in  trouble  and  banks  will  find 
themselves  more  in  the  role  of  part- 
ners than  creditors.  There's  precedent 
for  banks  becoming  involuntary 
stockholders  and  not  all  of  it  is  bad. 
The  1930s  saw  many  companies  com- 
ing under  bank  control.  Many  went 
under  anyway,  but  a  number  survived 
and,  in  some  cases,  the  banks  re- 
couped handsomely.  In  the  mid-1970s 
lenders  were  forced  to  convert  $50 
million  of  Lockheed  debt  to  preferred 
stock,  plus  accepting  ten-year  war- 
rants to  purchase  3.5  million  shares  of 
common  stock.  Lockheed  today  is  in 
good  shape  and  will  be  in  an  even 
better  one  when  Reagan's  military  re- 
construction program  gets  under  way. 
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Other  Comments 

Often  comments  hy  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind.  -MSF 


How  Toung  Can  Tou  Get? 

When  reporters  questioned  him  about 
the  fact  that  Michigan  Congressman  Da- 
vid Stockman,  34,  Reagan's  choice  as 
director  of  the  Office  of  Management 
and  Budget,  had  been  an  antiwar  activist 
in  the  1960s,  the  President-elect  replied: 
"I  remember  some  of  my  own  views 
when  I  was  quite  young.  For  heaven's 
sake,  I  was  even  a  Democrat." 

— Time 


French  Election  Trauma 

"The  rich  in  this  country  get  crazy 
around  election  time,"  observes  Lord 
Harry  Craven,  an  Englishman  who  has 
lived  in  Paris  for  30  years.  "Suddenly, 
they  see  visions  of  the  guillotine  and, 
worse,  the  election  of  someone  who  will 
actually  make  them  pay  taxes." 

—W 

Helping  Yourself 

Remember,  we're  in  a  hall  of  mirrors. 
To  succeed,  you  must  avoid  the  trap  of 
being  overly  dazzled  by  your  own  image. 
In  my  experience,  the  most  effective 
leaders  have  reached  their  goal  not  by 
focusing  on  themselves  and  pushing  oth- 
ers aside,  but  by  responding  to  the  needs 
of  the  people  around  them.  Sensitivity  to 
others  is  not  only  decent — it's  also  the 
best  way  to  help  yourself  through  life. 

— John  R.  Beckett,  Chairman, 
Transamerica  Corp. 
Commencement  address, 
University  of  Santa  Clara 

The  Other  MIRV 

Senator  Jesse  Helms  of  North  Carolina, 
on  the  difficulty  of  getting  people  inter- 
ested in  the  specifics  of  an  arms-limita- 
tion treaty:  "You  go  out  on  the  street  and 
ask  the  average  fellow  about  MIRVs,  and 
he  says,  'Oh  yeah,  the  TV  show  host.'  " 
 Signature  magazine 

Useful  Pollution 

Recent  studies  at  Tennessee  Valley 
Authority  and  at  Argonne  National  Lab- 
oratory near  Chicago  suggest  that  for 
some  plants,  such  as  soybeans,  airborne 
pollutants  could  be  the  next  best  thing  to 
fertilizer — and  a  whole  lot  cheaper.  The 
research  suggests  that  farmers  in  areas 
subject  to  sulfur  dioxide  pollution  are 
saving  themselves — and  consumers — 
some  money  by  taking  advantage  of  the 
natural  sulfur  in  the  air  rather  than  pay- 
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ing  for  fertilizer  to  supply  it.  They  can 
also  use  nitrogen  from  the  nitrogen  diox- 
ide emitted  from  automobile  exhausts. 

These  findings  obviously  can't  be  used 
to  promote  pollution,  says  Harrison  R. 
Hickey,  chief  of  TVA's  research  and  edu- 
cation staff.  Instead,  "we're  pushing  for 
an  accounting  of  all  the  costs  and  bene- 
fits involved,"  he  says. 

— Wall  Street  fournal 


When  you're  talking,  and  I 
(font  care  who  it's  to  or  what 
it's  about,  the  important  thing 
is  knowing  when  to  stop.  Never 
say  anything  that  doesnt  im- 
prove on  silence. 

—from  A  Good  School, 
by  Richard  Tates 


Animal  Myths 

Owls  are  not  smart;  they  have  very 
small  brains  and  are  among  the  least 
intelligent  of  birds.  Crows  and  bluejays 
are  the  smartest. 

Bats  are  not  blind;  they  have  eyes  and 
can  see  in  daylight.  At  night  they  see  by 
emitting  a  high-pitched  screech,  which 
bounces  off  objects  and  is  picked  up  by 
the  bat's  antennae — a  kind  of  sonar. 

— Stuart  Diamond,  Omni 

It's  What's  Inside 

The  Metropolitan  Museum's  new 
American  art  wing  reminds  me  of  an 
observation  made  many  years  ago  by  an 
instructor  at  Yale,  about  the  university's 
newly  built,  elaborate,  Gothic-style  li- 
brary. He  said  succinctly:  "There  should 
be  a  sign  over  the  entrance  that  says, 
'This  is  not  the  Yale  Library;  the  Yale 
Library  is  inside.'  " 

— Russell  Lynes, 
Architectural  Digest 

Custom  Customs 

"My  wife  is  absolutely  convinced  that 
paying  duty  is  un-American.  If  she  gets 
away  with  two  bottles  of  liquor  rather 
than  one,  you'd  think  she  was  Hussein 
getting  the  West  Bank.  Even  before  we 
get  to  customs,  I've  had  it.  She  gets  on  a 
plane  carrying  such  crazy-looking  par- 
cels, no  one  knows  where  to  put  them. 
So  Venetian  glass  is  $2  cheaper  in  Ven- 
ice, so  what?" 

"He  gets  so  mad,  he  won't  sit  with 
me,"  said  his  wife.  "But  it  doesn't  bother 


me  because  the  next  day  he's  nice  ; 
sweet  again,  and  I  still  have  my  glass, 
— Enid  Nemy,  New  York  Tir 

More  Than  They  Know 

A  survey  of  74  federal  agencies  shov 
they  issued  102,000  publications  ovei 
months.  The  Monthly  Catalog  of  L 
Publications  listed  66,000  for  the  sa 
period.  One  official's  explanation:  "' 
government  is  putting  out  printed  m; 
rial  faster  than  it  can  keep  track  of  it. 

—U.S.  News  et)  World  Rep 

Last  of  the  Billy  Jokes 

Well,  now  that  Jimmy  is  no  Ion 
President,  the  big  question  is,  how  mi 
longer  will  the  Republican  party  ki 
Billy  Carter  on  their  payroll?  .  .  .  D( 
worry  about  Billy,  he's  still  collect 
unemployment  benefits  from  Libya.j 
Jimmy  Carter  was  bom  again — but  -W 
he  would  really  like  is  for  Billy  to  be  b 
again — and  come  back  as  Ronald  P 
gan's  brother.  ...  If  you  want  to  kii 
who  is  the  smarter  brother,  remem 
Billy  still  has  his  gas  station. 

— Joey  Adai 
New  York  1' 

Off  the  Cuff 

Oscar  Wilde,  handcuffed,  standing 
a  pouring  rain  on  his  way  to  prison: 
this  is  the  way  Queen  Victoria  tre 
her  convicts,  she  doesn't  deserve 
have  any." 

— The  Book  of  Insults,  And 
and  Modern,  by  Nancy  McPl 

Esquire's  Dubious 
Achievement  Awards  of  198 


Ash  Hole  of  the  Year 
Mount  St.  Helens 
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CHAMPION  SPARK  PLUG 
NEVE  GOT  A  WAY  TO  IGNITE 
YOUR  CASH  COLLECTIONS. 


AND  WE  D  LIKE  TO 
TALK  TO  YOU  ABOUT  IT 

So  why  are  we  running  an  ad  instead  of  just  calling 
nyou? 

We  want  you  to  know  up  front,  before  we  call,  just  how 
srious  we  are  about  becoming  one  of  your  nnajor  banks. 

Besides,  it  gives  us  the  opportunity  to  tell  you  a  few 
lings  about  ourselves  that  don't  normally  come  up  during  a 
resentation. 

ATOP  20  BANK  NATIONALLY. 
NUMBER  ONE 
WHERE  YOU  NEED  US. 

We're  the  number  one  bank  in  the  Pacific  Northwest.  For 
oth  size  and  scopDe  of  service. 

Nationally,  we  rank  in  the  top  twenty  with  assets  of  over 
billion  dollars. 

We're  big  enough  to  do  the  job.  Yet,  we're  small  enough 
D  respond  quickly  and  accurately.  We  run  lean.  And  hard. 

There  are  no  layers  of  bureaucracy  to  wade  through 
ynd  no  committees  to  hang  up  decisions.  Or  leave 
ou  hanging  for  an  answer 

4 


GIVE  US  AN  ASSIGNMENT 

Any  assignment. 

We'd  like  to  show  you  what  we  can  do. 

Our  size  coupled  with  our  location  makes  us  a  natural  for 
cash  management.  As  a  result,  we  have  the  largest  lock  box 
system  in  the  F&cific  Northwest.  As  well  as  the  imagination 
and  experience  to  put  together  any  kind  of  cash 
management  plan  you  might  need. 

But  we  also  offer  a  full  range  of  other  multinational, 
money  center  services.  We  can  help  you  with  equipment 
leasing,  international  banking,  fund  and  trust  management, 
syndications,  or  what  have  you. 

What  have  you? 

We  believe  we  have  what  it  takes  to  be  one  of  your  major 
banks.  And  we'd  like  to  prove  it.  Even  if  it  means  plugging 
away  all  night 


gh 


SEATTLE-FIRST 
NATIONAL  BANK 


FOR  MONEY  CENTER  BANKING 
^   IN  THE  PACIFIC  NORTHWEST 


Seagram^s  and  Puerto  Rico* 
A  partnership  that  works* 


^^Our  Puerto  Rico 
And  they 


work  force  wants  to  produce  great  products, 
put  their  hearts  and  heads  into  it^ 

—  Philip  E.  Beekman,  President 


Seagram's  Areciho  distillery 
has  a  capacity  of  7  million  proof 
gallons.  The  plant  produces  rum, 
gin,  and  liqueurs  for  local  con- 
sumption, and  rums  for  the  main- 
land  market.  

"With  some  operations  you 
just  turn  a  switch,  and  the  prod- 
uct practically  makes  itself.  Distill- 
eries aren't  that  way. 

"So  we're  fortunate  to  have 
such  a  talented  work  force  in  our 
Puerto  Rico  operations.  We  need 
such  a  wide  variety  of  skills  and 
abilities  to  turn  out  a  fifth  of  rum. 
Analytical  chemists.  Microbiol- 
ogists. Mechanical  engineers. 
Good  managers,  of  course.  And 
all  of  these  talents  are  available  in 
Puerto  Rico. 

"We  run  frequent  tests  on  our 
products,  in-plant.and  with  con- 
sumers. The  quality  is  consistently 
excellent.  Most  of  the  credit  goes 
to  the  Puerto  Rican  worker.  The 


productivity  in  Puerto  Rico  is 
equal  to  any  of  our  mainland 
plants.  Which  is  why  Puerto  Rican 
rums  account  for  a  90%  share  of 
the  fastest-growing  distilled  spirits 
category  in  the  U.S. 

"The  Puerto  Rican  worker  is 
loyal  to  a  fault.  Our  turn-over  rate 
is  almost  zero. 

"We  appreciate  the  cooperation 
of  the  Puerto  Rican  government, 
and  the  aggressive  business  envi- 
ronment they  have  nurtured.  But 
most  of  all  we  have  a  healthy  respect 
for  the  people  —  and  their  dedi- 
cation to  making  a  great  product." 


COMPARE  YOUR  EFFECTIVE  TAX  RATE  WITH  THIS 
HYPOTHETICAL  PRORT  MODEL. 


Sales 

Production  Worker  Payroll 

Profit  Before  Tax 

Eligible  Incentives 

A  5";.  Production  Worker 

Payroll  Deduction 

B  Income  Tax  and  Property 

Tax  Exemption  at  Partial  Rates 

Pre-Tax  Income 

Producnon  Worker 

Payroll  Deduction 

Adjusted  Taxable  Income 


$5,000,000 
500.000 
500.000 


$  25.000 


500,000 


25.000 
$  475,000 


1-5 

90% 


ANNUAL  INCOME  TAX  CALCULATION  BY  PERIOD 

Years 

%  Tax  Exempt 

°o  Taxable  Income  10% 
$47,500 
$12,475 
2.507. 


At  Puerto  Rico  Distillers,  Inc..  control  panel 
monitors  various  tiisri/iing  column  functions. 


16-20 
55% 

45% 
213,750 
76,163 
15.23% 

*Dur,ition  of  tax  exemption  depends  upon  geogtaphtcal  zone  in  which  the  firm  has 
been  established  In  addition,  note  that  the  U  S  Internal  Revenue  Code  Section 
936  lets  you  bring  current  profits  home  without  U  S  taxes 

C  mo  Puerio  Rico  Economic  Develorment  Administration 


Taxable  Income 
Qilculated  Tax 
Effective  Tax  Rate 


6-10 

75% 

25% 
118,750 

36.438 
7.29% 


11-15 

65% 

35% 
166,250 

56,075 
11.22% 


Puerto  Rico,  LLS. A. 

The  ideal  second  home  for  American  business. 

For  more  information:  write  us  on  your  company  letterhead.  Puerto  Rico  Industrial  Development,  Dept  FB-16,  1290  Avenue  of  the  Americas.  New  York,  N  Y.  10102. 

Or  call  us  toll-free:  (800)  223-0699.  ext,  228.  In  New  York  State,  call  (212)  245-1200,  ext.  228. 


MONEYiS  INVESTMENTS 


Ihe  liconomy 


Surprisingly 
strong  spending 
by  business 


The  big  kicker 
is  spending  for 
energy  efficiency 
and  self-sufficiency 


Large  deficits 

and  slower 
inflation  rates 
dll  bolster  spending 


THE  RECESSION  THAT  ISN'T  COMING 

The  unexpected  strength  of  the  economy  in  the  last  quarter  of  1980 
has  persuaded  most  forecasters  that  business  must  turn  down  in  the  first 
half  of  1981.  Don't  believe  it. 

Much  is  made  of  the  fact  that  consumers  have  tapped  out  and  are 
digging  into  savings  to  pay  off  the  debts  they  have  piled  up.  That,  plus  heavier 
Social  Security  withholding  taxes,  conventional  wisdom  has  it,  must  slow 
down  the  whole  economy.  Forbes  agrees,  but  we  think  lower  consumer 
spending  will  be  offset  by  stronger  business  spending  than  the  learned 
economists  seem  to  allow  for.  On  balance,  no  overall  downturn  is  in  sight.  No 
boom  either,  to  be  sure,  but  rather  a  first  half  slightly  stronger  than  the  last  half 
of  1980  and  the  possibility  of  a  second  half  a  bit  stronger  than  the  first. 

The  conventional  forecasting  wisdom  has  been  going  astray  for  some  time 
because  of  factors  not  properly  weighted  in  the  calculations.  Thus,  the 
recession  expected  in  1979  never  occurred;  despite  the  dislocations  of  long 
gas  lines  and  skyrocketing  fuel  prices  that  year,  among  other  factors,  real 
GNP  as  a  whole  was  up  3.2%.  Nor  did  the  recession  almost  universally 
foreseen  for  1980  occur.  Despite  harsh  credit  restraints  imposed  in  March, 
last  year  the  GNP  was  virtually  unchanged  (down  0.1%  for  the  year). 

The  recession  expected  this  year  by  those  who  follow  standard  eco- 
nomic and  econometric  analysis  isn't  likely  to  show  up  either,  thanks  in  large 
part  to  strong  demand  for  energy-related  goods  and  services.  The  national 
effort  by  consumers  and  business  to  achieve  greater  energy  efficiency  and 
self-sufficiency — through  new  heating  systems,  controls,  insulation  and  ex- 
ploration and  development  of  new  oil  and  coal  reserves — adds  up  to  capital 
spending  of  a  scale  not  yet  fully  appreciated  by  forecasters.  Defense  spending, 
too,  is  up.  New  factory  orders  for  durables  rose  1.9%  in  December — the 
conventional  wisdom  foresaw  a  1%  decline — sparked  chiefly,  according  to 
Commerce  Department  sources,  by  a  32%  jump  in  defense  orders. 

Following  a  first  half  in  which  gross  national  product  shows  very  modest 
growth,  perhaps  in  the  1  %  to  2%  range,  there  is  likely  to  be  some  slowing  in 
the  GNP  growth  rate,  but  no  absolute  decline. 

A  flat  1981  WILL  mean  growing  unused  productive  capacity  and  more 
unemployment.  There  is  going  to  be  economic  pain  during  the  year  as 
businesses  compete  more  vigorously  for  orders  and  as  labor  starts  to  worry 
about  jobs.  Given  a  year  of  little  GNP  growth  and  normal  labor  force 
increase,  unemployment  will  rise  above  8%  during  the  year. 

This  will  not  stop  the  Fed,  however,  from  following  a  tight  credit  policy. 
With  inflation  as  its  chief  problem,  the  central  bank  will  hold  short-term 
interest  rates  at  a  high  level  through  the  year.  Yes,  money  costs  will  come 
down  as  demand  for  credit  shrinks.  But  the  process  will  be  slow — perhaps 
barely  visible  until  the  second  half. 

Any  business  slowdown  that  may  occur  in  the  second  half  won't  last  for 
long.  Budget  policy  under  the  Reagan  Administration,  whether  supply  side 
or  pragmatic,  cannot  correct  the  large  deficits  ordained  for  1981  that 
stimulate  activity.  But  expect  a  slower  inflation  rate.  As  it  comes,  that  will 
also  encourage  more  business  and  consumer  spending  as  1982  nears.  It  will 
be  another  year  of  false  recession  expectations. 
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The  Forbes  Index 


60 
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The  Forbes  Index  Components 


The  economy  is  still  heading  up — 

but  the  pace  is  clearly  slowing.  In  the 
current  reporting  period,  gains  in  in- 
dustrial production  and  personal  in- 
come were  well  below  previous  lev- 
els. Retail  sales,  on  the  other  hand, 
are  actually  falling.  The  December 
figures  were  off  sharply.  Housing 
starts  are  in  the  doldrums,  too — back 
to  the  dismal  numbers  of  last  spring. 


165 

83 

150 

77 

135 

1    1    1    1    1    1    I    1    1  1 

1  1 

71 

1    1    1    1    1    1    1    1    1    1    ■  1 

Industrial  production  index  (1967  =  100) 
seasonally  adjusted  (Federal  Reserve) 

Retail  store  sales  (Sbillions) 

seasonally  adjusted  (Dept.  of  Commerce) 

350 
450 

190 
150 

550 

1   1   1   1   1  N-n  1  1  1 

1  1  1 

110 

1 N— r— il    1    II     1    1    1  1 

Unemployment  claims  (thousands) 
seasonally  adjusted  (Dept.  oi  Labor) 

New  housing  starts  (thousands) 

pnvately  ow-ned,  unadjusted  (Dept.  of  Commerce) 

The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 

composed  of  eight  equally  weighted  elements: 

Total  industrial  production 

New  claims  for  unemployment  compensation 

The  cost  of  services  relative  to  all  consumer  prices 

The  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories 

Total  retail  sales 
New  housing  starts 
Personal  income 

The  change  in  the  amount  of  consumer  installment  debt 
outstanding 

To  measure  these  eight  elements,  Forbes  monitors  11 
senes  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  is  presented  at  right. 
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280 


-Services 


240 


^  Total  index 
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Consumer  price  indexes  (1967=  100) 

all  urban  consumers,  unadjusted  (Dept.  of  Labor) 


180 


-  Inventories - 


140 


Manufacturers  new  orders  and  inventories 

(Sbillions)  seasonally  adjusted  (Dept  of  Commerce) 
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Personal  income  (Sbillions)  wage  and  salary  dis- 
bursements, seasonally  adjusted  (Dept.  of  Commerce) 


-Extended- 


-Liquidated- 


1   I    I    I    i    I  I 


Consumer  installment  credit  (Sbillions) 
total,  seasonally  adjusted  (Federal  Reserve) 
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Grace  looked  into  the  high  cost  of 
S|   home  repairs  and  found  room  for  improvement. 

m.  Shouldn't  you  look  into  Grace?HBtt|||||^  ^ 


Not  long  ago,  professional  home 
improvement  costs  started  to 
skyrocket. 

And  at  Grace,  we  realized  that 
do-it-yourself  was  about  to  become 
big  business.  So  we  acquired  four  of 
the  best  home  improvement  chains  in 
the  country-Channel  in  the  Northeast, 
Handy  City  in  the  Southeast, 
Handy  Dan  in  the  Southwest,  and 
Orchard  Supply  on  the  West  Coast. 

Over  the  last  five  years,  sales  from 
these  home  centers  have  grown  at 
an  average  annual  rate  of  over  25%. 


And  today,  Grace  is  the  nation's 
leader  in  this  thriving  market. 

But  home  centers  are  just  one  of  our 
consumer  businesses.  And  these 
businesses  are  just  one  part  of  Grace. 

Grace,  in  fact,  is  a  $6.0  billion 
company  with  balanced  interests  in 
chemicals,  natural  resources,  and 
consumer  products. 

Since  1969,  our  net  income  has 
grown  by  an  average  rate  of  14% 
annually.  And  shareholders  have 
been  receiving  cash  dividends  for 
47  consecutive  years. 


Our  annual  report  will  tell  you  more. 
Send  for  it  by  writing  to 
W.R.Grace  &  Co.,  Grace  Plazo, 
1114  Avenue  of  the  Americas, 
New  York,  NY  10036,  Dept.FB 

And  look  into  a  company  that  found 
a  do-it-yourself  way  to  brighten  its 
bottom  line. 

One  step  ahead  of  a 
changing  world. 

GRACE 

chemicals  •  natural  resources  •  consumer  products 


oducing  the  next  logical  Lincoln. 


dimensions  in  size 
technology  were 
3veci  in  1980.  Now, 
3  achievements 
nue  in  the  new 
Lincoln  Town  Car. 
is  is  a  truly 
irkable  automobile, 
nong  its 

lological  features: 
ictronic  fuel 
tion  and  electronic 
le  controls  for 


fuel  efliciency 
and  performance. 

•  Four-speed 
Automatic  Overdrive 
Transmission  for 
excellent  highway 
mileage. 

•  Trim,  contemporary 
size  with  room  for  six 
adults. 


•  Optional  electronic 
instrument  panel  with 
message  center  that 
answers  twenty 
different  driver 
inquiries  about  time/ 
distance/fuel  usage. 

•  Optional  keyless 
entry  system  that 
unlocks  doors  and/or 
decklid  electronically 
simply  by  depressing 
buttons  in  numerical 
sequence. 


Lincoln  Town  Car  for 
198L  A  fine  sense  of 
tradition. . .  remarkable 
achievements  in 
technology. 

You  are  cordially 
invited  to  experience  it 
at  your  Lincoln-Mercury 
Dealer  There,  you  may 
exercise  your  option  to 
lease  or  buy. 


There's 

a  f int  time  for 
everything. 

When  you  buy  your 
first  business  computer  from  us, we 
won't  tie  you  up  for  30  years. 

It's  an  exciting  time.  Your  first  computer  can  help  you  a  lot- with  things 
like  accounts  receivable,  accounts  payable,  cash  flow,  word  processing.  And 
we  don't  want  this  important  milestone  to  become  a  major  millstone. 

Meet  the  NEC  Astra.  It's  designed  and  built  from  the  ground 
up  to  be  a  company's  first  computer.  It's  everything  a  company  needs,  to  do 
whatever  needs  to  be  done,  now  and  for  years  to  come.  As  your  company  grows, 
our  proven  applications  grow  with  you.  You  can  do  what  you've  got  to 
do  now,  and  things  you  never  dreamed  of  when  you're  ready. 
Your  NEC  Astra  systems  dealer  can  tell  you 
everything  you  need  to  know.  You'll  get  answers 
to  all  your  questions.  A  hands-on  demonstration. 
Everything.  For  more  information  please  call: 


800-526-5368 

IN  NEW  JERSEY  CALL  201-797-7809 


ASTRA  BUSINESS 
SYSTEMS.  rrSTIML 


NEC 


NEC  Information  Systems.  Inc  ,  Lexington.  Mass. 

Nippon  Electric  Co.  Ltd  Tokyo.  Japan 


Forbes 


*agan's  team  won't  engineer  a  crisis  to  cure 
flation — but  there  may  be  one  ai^yway. 

Backing  away 
from  the  cure 
that  kills 


By  Thomas  C.  O'Donnell 

^  LUG  THIS  INTO  YOUR  adding  ma- 
w  chine:  This  year  Americans  plan 
to  borrow  $412  billion,  a  full  third 
re  than  they  took  down  last  year 
1  a  figure  that  will  push  the  nation's 
il  outstanding  debt  up  to  $4.5  tril- 
1.  What  will  be  the  impact  of  all  this 
V  debt  on  the  nation's  already 
lined  financial  markets? 


If  David  Stockman,  the  new  director  of 
the  Office  of  Management  6l  Budget,  has 
his  way,  would-be  borrowers  are  in  for  a 
shock.  The  money  simply  will  not  be 
available.  Indeed,  instead  of  continuing 
to  enjoy  a  credit  binge,  Americans  this 
year  may  live  through  a  financial  crisis — 
one  that  could  cause  thousands  of  per- 
sonal bankruptcies  and  scores  of  corpo- 
rate collapses. 

A  blueprint  for  such  a  crunch  is  buried 


'id  Stockmati,  Rea^an  \  new  direclur  uj'lbc  Office  of  Management  &  Budget 
leprint far  a  cranch? 


in  the  back  of  the  now  famous  Stock- 
man-Kemp memorandum,  which  calls 
on  President  Reagan  to  take  drastic  ac- 
tion to  prevent  "a  GOP  economic  Dun- 
kirk." The  memo  contends  the  Federal 
Reserve  Board  should  forget  about  short- 
term  interest  rates,  the  housing  market 
and  the  business  cycle.  Instead,  Stock- 
man wants  the  Fed  to  concentrate  exclu- 
sively on  controlling  money  supply  as 
xheotily  way  to  reduce  inflation. 

Doing  that,  in  effect,  means  squeezing 
bank  reserves  in  a  way  that  forces  lenders 
to  say  no  to  borrowers.  "If  we  could  control 
debt  expansion,  we  could  control  infla- 
tion,"  explains  Henry  Kaufman,  an  econo- 
mist and  general  partner  of  Salomon 
Brothers.  "The  two  are  inseparable." 

Controlling  that  expansion  in  today's 
environment  takes  more  than  double- 
digit  interest  rates.  In  1981  Kaufman  pro- 
jects a  credit  creation  explosion,  with 
new  debt  up  32%  from  last  year.  Why? 
Government  financing — to  fund  budget 
and  off-budget  cash  needs — will  account 
for  26%  of  the  total,  but  that  does  little 
to  crowd  out  private  borrowers.  Get  the 
money  now — even  at  20% — and  pay  it 
back  later  with  cheaper  dollars;  such  is 
the  conventional  wisdom.  But  over  the 
past  decade  wise  men  went  into  hock 
while  fools  saved.  Breaking  this  psychol- 
ogy, as  Stockman  advocates,  requires  a 
real  economic  shock. 

Albert  Wojnilower,  First  Boston 
Corp.'s  highly  regarded  economist, 
agrees.  "Today,"  he  says,  "only  extraor- 
dinary and  unacceptable  increases  in  in- 
terest rates  are  able  to  slow  credit  expan- 
sion— usually  by  precipitating  severe 
bankruptcy  crises."  To  avoid  a  severe 
downturn,  Wojnilower  wants  to  reestab- 
lish regulatory  restraints  that  would  al- 
low the  Fed  to  limit  credit  expansion 
without  pushing  rates  sky-high.  These 
would  include  such  things  as  interest- 
rate  ceilings  on  savings  accounts  and  an 
end  to  inflation-indexed  loans. 

Is  that  what  Stockman  has  in  mind? 
Perhaps — but  Reagan's  economic  wun- 
derkind  is  sketchy  on  details.  Lawrence 
Kudlow,  an  adviser  to  the  new  budget 
director,  argues  that  a  restrictive  mone- 
tary policy  is  the  only  way  to  prevent  a 
financial  crisis;  "If  monetary  policy  be- 
comes sounder,  both  inflationary  expec- 
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tations  and  interest  rates  will  quickly 
fall.  The  econi)mic  situation  is  far  from 
calamitous.  But  only  an  extraordinary 
gesture  can  restore  belief  in  the  Fed." 

Stockman  wants  that  gesture  to  be  a 
mcetmg  between  the  President  and  the 
Fed  at  which  the  central  bank  will  be 
given  a  "new  informal  'charter,'  "  charg- 
ing it  to  brmg  growth  of  bank  reserves 
and  credit  to  a  "prudent  rate."  Any  pact 
between  Reagan  and  Federal  Reserve 
Chairman  Paul  Volcker,  of  course,  would 
face  stiff  opposition  from  Congress — par- 
ticularly if  it  sparked  a  real  credit  crunch. 

And  many  professionals  expect  that's 
what  would  happen.  "Sure,  we  can  cut 
inflation  back  to  4%  or  5%,"  says  econo- 
mist William  Griggs  of  Schroder  Bank  & 
Trust  Co.  "But  we  have  to  accept  the  con- 
sequences of  that — maybe  30%  unem- 
ployment and  minus  10%  real  growth." 
Echoes  Raymond  Dalio,  president  of 
Bridgewater  Associates,  an  economic 
consulting  firm:  "If  Washington  tightens 
the  money  supply,  a  deflationary  depres- 
sion rivaling  that  of  the  Thirties  could 
begin  by  the  end  of  the  summer." 

That's  something  everyone  desperate- 
ly wants  to  avoid.  But  the  Fed  now  faces 
a  terrible  dilemma.  If  the  central  bank 
tightens  the  credit  reins,  the  worst  reces- 
sion in  50  years  may  result.  If  it  allows 
debt  to  expand,  inflation  will  accelerate 
and  the  day  of  reckoning  will  merely  be 
postponed.  "And  the  longer  it's  post- 
f)oned,  the  deeper  and  longer  the  decline 
will  be,"  points  out  Jerry  lordan,  dean  of 
the  University  of  New  Mexico's  business 
school  and  a  member  of  the  respected 
Shadow  Open  Market  Committee. 

Already,  however,  politics 
seems  to  be  forcing  the  Ad- 
ministration  away   from  a 
brass-knuckles  at- 
tack on  inflation 
The  public  outer) 


against  declaring  an  economic  emergency 
was  overwhelming,  and  the  Stockman 
memo  may  now  have  all  the  impact  of  a 
punctured  trial  balloon.  Despite  the  rav- 
agesof  risingprices,  unemployment  isstill 
a  greater  evil  to  most  Americans.  Why? 
Germans  today  are  fanatic  about  sound 
money  because  their  elders  remember 
carting  deutsche  marks  to  the  grocery 
store  in  the  Twenties;  grandfathers  here 
remember  breadlines  and  the  Depression. 

If  the  cost  of  keeping  the  U.S.  econo- 
my out  of  another  deep  slump  is  to 
maintain  the  cheap-money  merry-go- 
round,  many  people  seem  willing  to  pay 
it.  Indexing  schemes  protect  federal 
workers  and  millions  more  from  the  full 
pressures  of  inflation.  Also  many  debt- 
ors are  now  so  far  in  hock  that  they 
must  borrow  still  more  to  keep  their 
paper  pyramids  from  collapsing — a  vi- 
cious spiral.  They  are  thus  gambling 

The  Fed's  dilemma 

Fighting  inflation  calls  for  stringent 
tightening  of  credit — just  the  thing,  giv- 
en continued  strong  derhand,  that  could 
precipitate  a  financial  crisis. 

S  Billions 
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that  the  government's  monetary  and  f 
cal  policies  will  remain  expansions 
despite  Stockman's  intentions.  j 

But  there  is  a  danger  that  the  dooi 
sayers  could  be  proven  right  this  ye 
even  if  the  Fed's  monetary  policy  is  I 
looser  than  Stockman  would  like.  E 
cause  of  heavy  borrowing  demands,  t 
financial  system  is  already  losing  ' 
quidity.  Nowhere  is  this  more  appare 
than  in  the  banking  system.  In  C 
cember,  for  example,  loans  at  the  i 
tion's  largest  banks  increased  at  an  a 
nual  rate  of  25%.  At  the  large  Nc 
York  banks,  the  increase  was  an  asto 
ishing  407o. 

First  Boston's  Wojnilower  also  sees  a 
other  danger.  The  government  has  ab;i 
doned  interest-rate  ceilings  and  other  i 
straints  that,  for  all  their  arbitrarine; 
served  to  head  off  deep  troubles.  Thus, 
now  may  actually  have  less  control  ov 
the  economy  than  before.  "As  crunch 
design  is  ruled  out,  crunch  by  accide 
becomes  more  probable,"  he  conclude: 

"If  the  demand  for  credit  continu 
and  the  Fed  holds  its  course,  we'll  sec 
classic  liquidity  squeeze,"  adds  Charl 
Miller,  president  of  Houston-based  Fun 
Advisory  Co.  Miller  believes  the  stoi 
market  will  be  battered  as  money  b 
comes  scarce  and  rates  rise.  So  he 
staying  very  liquid  with  the  $2.5  billi( 
he  manages,  putting  more  than  50%  in 
cash  and  short-term  paper. 

Despite  his  defensive  posture,  Milh 
like  most  economists,  does  not  foresee 
deflationary  crisis  in  the  offing.  But  wh 
if  one  does  occur?  "Above  all  else,  i 
main  liquid,"  advises  Ray  Dalio.  B 
staying  liquid  in  today's  inflationary  e 
vironmcnt  can  be  very  costly.  Over  tl 
past  decade,  the  worth  of  the  dollar  h 
eroded  steadily,  while  the  value  of  tanj 
ble  property  has  soared. 

Ironically,  these  distortions  and  tl 
psychological  damage  they  have  wroug 
stemmed  from  the  best  of  intentions 
the  government's  objective  of  providii 
the  American  people  with  a  level  of  pre 
perity  unimaginable  a  generation  a^ 
Now,  David  Stockman  has  braved  tl 
issue  by  proposing  that  the  new  Admi 
istration  engineer  a  short-term  crisis 
put  right  the  long-term  dislocation  i 
predecessors  had  created. 

Such  bitter  medicine,  however,  m. 
be  less  palatable  politically  than  the  di 
ease  of  ever-rising  prices.  Despite  son 
encouraging  short-term  indicators,  sue 
as  a  decline  in  speculative  purchases 
gold  and  other  commodities,  one  thii 
seems  certain:  There  is  a  surprising  co: 
sensus  among  economists  that  it  wi 
take  a  real  crisis  to  stop  inflation.  Tl 
possibility  of  a  take-charge  Reagan  A 
ministration's  engineering  that  shock 
slim.  Whether  it  can  walk  the  precarioi 
fiscal  and  money  tightrope  necessar>'  ' 
avoid  causing  one  unintentionally  r 
mains  to  be  seen.  ■ 
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ocon  has  poured  $1  billion  into  office  equip- 
ent,  but  competitors  are  trouncing  its  feisty 
yer  and  profits  have  become  elusive. 


Qyx,  Qwip . . . 
and  quit? 


By  Carol  E.  Curtis 


Qyx 

electronic 
typewriter 

investment: 
$90  million 


extracting  profits  from 
the  oil  business.  Last 
year  it  earned  $5.7 
billion  on  revenues 
of  $110  billion.  But 
the  company's  10- 
year-old  flirtation 
with  products  like 
Qyx,  Qwip  and  Vy- 
dec looks  distinctly 
like  a  dry  hole. 
Exxon  has  spent 
se  to  $1  billion  to  move  into  advanced 
ce  equipment.  Contrary  to  expecta- 
ns,  none  of  the  companies  making  its 
ippily  named  office  products  has 
ned  a  profit.  Market  share  remains 
ow  10%  in  an  industry  where  giants 
e  IBM  and  Xerox  have  a  firm  grip  on 
Vo  and  where  small,  fast-moving  com- 
lies  are  competing  fiercely. 
Respite  Exxon's  continued  cash  infu- 
ns — and  the  vows  of  top  management 
t  the  company  is  in  these  businesses 
stay — many  experts  now  question 
ether  Exxon  v/ill  ever  be  a  major  fac- 
in  the  office  of  the  future, 
n  a  study  last  March,  The  Yankee 
:jup,  an  influential  market  research 
n  in  Boston,  Mass.,  predicted  that 
<on  Enterprises,  the  parent  of  the  oil 
npany's  office  equipment  ventures, 
uld  become  a  "major  force"  in  the 
rket  for  information  delivery  systems 
;hin  three  to  five  years.  But  Dale  Kut- 
k,  the  research  director  at  Yankee 
o  supervised  the  study,  has  changed 
tune.  Along  with  other  office  equip- 
nt  experts,  Kutnick  now  sees  tbe 
ee  products  of  Exxon  Office  Systems 
. — Qyx,  Qwip  and  Vydec — as  losers 
t  will  continue  to  be  losers.  "They  are 
ich  less  organized  than  people 
lught,"  Kutnick  now  says.  "Basically, 
a  bunch  of  Texas  oilmen  who  don't 
3W  what  they're  doing." 
rhere  are  also  doubters  on  Wall  Street. 


"Exxon  will  spin  off  the  pieces,  and  what 
core  there  is  will  fold  up,"  says  Sanford 
Garrett,  a  vice  president  of  Paine  Web- 
ber. Adds  another  Wall  Street  analyst, 
"Five  years  from  now,  when  things  get 
embarrassing,  they  will  get  out." 

The  problems  stem  in  part  from  the 
difficult  meshing  of  the  oil  company's 
traditional  management  style  with  the 
entrepreneurial  environment  of  high 
technology.  Unlike  office  systems,  in 
the  oil  business  labor  is  a  small  factor.  In 
Exxon  Enterprises,  on  the  other  hand, 
the  key  resources  are  people — creative 
types  to  develop  new  products  and  ag- 
gressive salesmen.  They  are  hard  to 
manage,  and  they  do  not  fit  the  oil 
company  mold. 

Many  of  the  entrepreneurs  who  sold 
out  to  Exxon,  in  fact,  have  concluded 
that  the  company's  style  is  not  for  them. 
Of  the  ten  Exxon  Enterprises  office  ven- 
tures now  marketing  products,  five 
founders  have  resigned  in  the  last  two 
years.  The  departure  of  these  entrepre- 
neurs has  made  it  hard  for  Exxon  to  keep 
pace  with  the  hot  competition  in  office 
technology.  Says  Painc  Webber's  Gar- 
rett, "It  doesn't  take  money  to  get  into 
these  businesses.  It  takes  brains.  Exxon 
has  been  buying  the  brains  and  then  driv- 
ing them  out.  It  is  a  casebook  example  of 
what  not  to  do  with  high- 
technology  companies." 

7r       Dan  Matthias,  the  37-year- 
f   old  founder  of  Qyx  who  quit 
\    only  last  month  to  start  a 
~  computer    company,  be- 

lieves that  the  problems 
stem  from  a  funda- 
mental difference 
between  huge  cor- 
porations and  fast- 
growing  ventures. 
"In  our  business," 
he  says,  "a  new 
product  is  a  better 
product.  The  ques- 
tion is  whether 
Exxon   will   be  re- 


Qwip 

facsimile 

investment:  ' 
$110  million  > 


sponsive  enough  to  carve  out  market 
share  with  that  superior  product." 

To  stem  the  losses  and  compete  more 
effectively,  Exxon  Enterprises  an- 
nounced last  September  that  Qyx,  Qwip 
and  Vydec  would  be  combined  into  a 
single  company,  Exxon  Office  Systems, 
with  a  unified  marketing  strategy.  But 
no  major  product  changes  are  contem- 
plated. And  by  the  time  the  new  com- 
pany gets  off  the  ground,  this  fast-mov- 
ing industry  may  have  hit  another  level. 

Qyx,  Qwip  and  Vydec  are  already  hurt- 
ing. Qyx,  a  typewriter  with  memory  ca- 
pability on  the  market  since  1978,  is 
losing  ground  despite  a  $90  million  in- 
vestment. Kutnick  notes  that  Exxon's 
"intelligent  typewriter"  is  being  under- 
priced  and  outperformed  by  competing 
products,  especially  a  version  made  by 
Wang  Laboratories.  "Qyx  is  dead  in  the 
water,"  he  says.  "It  could  be  put  on  the 
auction  block." 

Qwip    began    marketing  facsimile 
equipment  in  1974.  Since  then,  despite 
Exxon's  claimed  40%  to  50%  of  new 
sales  and  a  $110  million  in- 
vestment,  Qwip  has  failed  to 
^iq|>i__  produce  a  profit.  Kutnick  be- 
jSIt   lieves  the  newest  machine 
/  \  has    "severe  technological 
handicaps"    and  predicts 
that  Exxon  will  have  little 
choice    but    to  cede 
technological  domi- 
nance to  others. 

It  is  Vydec,  how- 
ever, where  the 
company  may  be 
taking  the  worst 
beating.  When  Vy- 
dec came  out  in 
1973,  it  was  the  first 
self-contained  word 
processor — a  text- 
editing  machine  that  links  a  typewriter  to 
a  display  screen.  But  the  field  advanced  so 
rapidly  that  within  several  years,  others, 
including  Wang  and  IBM,  had  gone  beyond 
the  stand-alone  concept  to  sharedprocess- 
ing  in  a  central  computer. 

As  a  result,  some  say  Exxon  Office 
Systems  has  been  left  with  obsolete  tech- 
nology, and  has  priced  itself  out  of  the 
market  to  boot.  Elaine  Wagner,  an  inde- 
pendent consultant  in  word  processing, 
points  out  that  Wang  can  now  provide  an 
eight-person  office  with  the  same  word- 
processing  capability  as  Vydec  for  about 
$40,000  less. 

Vydec's  response  is  something  called 
"Netword,"  a  new  system  that  links 
stand-alone  word  processors  to  comput- 
ers of  greater  capability.  "It  is  the  answer 
to  shared  logic,"  says  Robert  Contino, 
president  of  Exxon  Office  Systems.  But 
some  outsiders  say  Netword  is  too  little, 
too  late.  "It  is  not  going  to  reach  the 
market  in  time  for  a  rescue,"  predicts 
Kutnick.  "Vydec  is  a  dead  company. 
There  is  no  good  technology." 


Vydec 

word  processor 

investment: 
$75  million 
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Lagging  technology  across  the  board 
causes  many  competitors  to  discount 
Exxon  as  a  factor  in  the  market.  "From 
Sihcon  Valley,  we  can't  see  Exxon  at  all, 
except  as  institutional  advertising,"  says 
David  E.  Liddle,  general  manager  of  of- 
fice systems  at  Xerox.  John  F.  Cunning- 
ham, executive  vice  president  at  Wang, 
sees  less  than  a  30%  chance  that  Qyx, 
Qwip  and  Vydec  will  be  able  to  catch  up: 
"They  are  going  to  have  to  be  very  fortu- 
nate and  move  very  quickly." 

Perhaps.  But  such  assessments  may  be 
wishful  thinking  on  the  part  of  competi- 
tors, who  would  love  to  see  Exxon  leave 
their  business.  Contino,  who  stepped  in 
as  head  of  Exxon  Office  Systems  only 
four  months  ago,  professes  to  be  satisfied 
with  the  status  quo.  He  also  dismisses 
charges  that  the  products — especially  Vy- 
dec— have  been  overtaken  by  better  ma- 
chines. "Vydec  is  well  accepted.  We  have 
no  intention  of  abandoning  it,"  he  says. 

Despite  the  absence  of  profits,  Con- 
tino's  attitude  toward  the  bottom  line  is 
relaxed.  It  is  "premature,"  he  says,  to  set 
a  timetable  for  achieving  the  18%  to 
20%  rate  of  return  he  ultimately  wants. 

That  lack  of  concern  may  be  calculated. 
Some  Exxon  watchers  feel  the  company  is 
willing  to  take  its  lumps  in  office  equip- 
ment on  the  assumption  that  it  will  learn 
enough  to  make  the  next  generation  of 
machines  competitive.  Howard  Ander- 
son, president  of  The  Yankee  Group, 
thinks  this  will  happen.  He  points  to 
Zilog,  a  microprocessor  company  on 
which  Exxon  has  spent  $1 10  million,  as 
one  endeavor  with  a  good  chance  of  suc- 
cess. He  also  sees  Xonex  (a  "superdesk" 
that  combines  Exxon  office  products), 
InteCom  (a  voice  and  data  switching  de- 
vice) and  Delphi  (a  computer  communica- 
tions system)  as  "right  on"  operations 
that  could  be  winners  if  managed  properly. 

Even  so,  the  blank  checks  of  a  sugar 
daddy  as  rich  as  Exxon  may  not  continue 
indefinitely.  While  office  product  losses 
provide  a  tax  writeoff,  a  single  dry  well 
does  just  the  same.  The  point  is  this:  At 
the  moment  Exxon's  office  products  ven- 
tures are  faring  poorly— far  worse,  it 
seems,  than  its  corporate  planners  had 
predicted. 

Exxon,  however,  has  the  financial 
muscle  to  stay  with  its  new  operations 
for  decades  with  little  significant  impact 
on  its  balance  sheet.  "If  management  is 
willing  to  hang  in  there,  regardless  of 
initial  problems,  I  think  they  can  make 
it,"  concludes  Ulric  Weil,  a  principal  at 
Morgan  Stanley  ik  Co.  But  to  do  that, 
Weil  and  others  see  Exxon  living  through 
"many  more  years  of  product,  market 
and  people  disappointment." 

How  well  that  will  sit  at  Exxon's 
Rockefeller  Center  headquarters  remains 
to  be  seen.  While  the  outflow  of  dollars 
continues  to  be  heavy,  one  gusher,  as  all 
oilmen  know  from  experience,  can  offset 
hundreds  of  dry  holes.  ■ 


The  whole  world  is  watching  the  troubles  c 
U.S.  bus  builders  and  planning  to  pick  up  t 
share  in  a  growing  new  market. 


The  wayward 
bus  business 


By  Michael  Kolbenschlag 

THE  REALLY  DEPRESSING  FAt;T  aboUt 
Grumman  Corp.'s  evident  difficul- 
ties in  building  a  bus  that  works  is 
that  a  company  whose  knowhow  was 
good  enough  to  transport  astronauts  to 
the  moon  trusted  the  federal  government 
to  guarantee  a  market. 

And  if  Grumman,  as  an  old  defense 
contractor,  can  be  excused  such  folly, 
what  has  General  Motors  to  say  for  its 
CMC  Truck  &.  Coach  division,  which 
acquiesced  in  the  belief  that  only  an  ex- 
traordinary vehicle — a  superbus — would 
take  Americans  out  of  their  cars? 

The  two-company  U.S.  transit  bus  in- 
dustry—potential purveyor  of  9,000  vehi- 
cles annually,  worth  about  $1.3  billion — 
is  in  trouble  because  it  is  manufacturing 
buses  that  local  transit  authorities  try  to 
avoid  buying.  Foreign  manufacturers, 
like  wolves  on  the  scent,  are  making 
their  initial  forays.  And  the  American 
public,  newly  returned  to  bus  riding,  is 
dismayed  that  the  great  nation  seems  no 
longer  capable  of  producing  a  simple  bus. 

Admittedly,  it  has  been  a  long  time 
since  Dagwood  Bumstead  rode  the  bus  to 
work  and  names  like  Twin  Coach  of  Kent, 
Ohio  and  Marmori-Herrington  of  India- 
napolis were  in  the  business.  In  1947,  the 
peak  year  for  bus  sales,  about  a  dozen  bus 
manufacturers  sold  12,029  buses. 

It  has  been  a  long  time,  too,  since  the 
nation  moved  to  the  suburbs  and  into  the 
private  car.  Ridership  declined,  suppliers 
left  the  market  and  by  1970  only  1,424 
buses  were  sold — 900  of  them  by  GMC. 
That  was  when  the  Department  of 
Transportation  became  alarmed. 

They  feared  the  death  of  mass  transit  in 
the  U.S.  They  could  not  know  that  in  a 
few  years  ballooning  gasoline  prices 
would  cause  its  rebirth.  So  the  DOT  gath- 
ered the  remaining  bus  builders — GMC, 
Flxible  Co.,  which  was  then  a  division  of 
Rohr  Corp.,  and  later  American  Motors — 


in  a  program  called  Transbus. 

Transbus  was  something  new  in  Ui 
civilian  business  history — the  creation 
a  bus  market  not  because  custome 
wanted  it,  but  because  the  governme 
thought  it  was  a  good  thing.  The  mc 
perfect  bus  a  bureaucrat's  imaginatu 
could  devise  would  lure  the  hapless  pu 
lie  from  their  cars.  Competition?  Forg 
It.  The  three  suppliers  would  submit  d 
signs  to  DOT,  which  would  take  the  be 
features  of  each,  combine  them  into 
single  bus  and  mandate  that  vehicle  f 
use  in  U.S.  cities  and  towns.  Witho 
that  bus,  no  federal  financing. 

The  cities  would  have  a  choice  of  tv 
suppliers,  GMC  or  Flxible  (which  Grur 
man  bought  in  1978),  AMC  havii 
dropped  out  the  same  year.  But  buye 
could  not  set  structural  specificatior 
Standards  were  to  be  federally  dictated. 

The  sure  market  planners  envisioni 
turned  out  to  be  at  odds  with  commi 
sense  and,  to  the  nation's  credit,  tl 
scheme  collapsed.  First  the  Transbus  w 
admitted — after  five  years  and  S30  m 
lion  of  the  taxpayers'  money — to  be  tei. 
nically  impossible.  The  DOT  then  j 
cepted  standards  from  GMC  and  Flxih 
and  made  them  mandatory  for  the  loc 
transit  authorities.  But  it  also  compr 
mised,  and  allowed  the  locals  the  right, 
set  specifications  on  older  bus  designs 
suit  .their  local  conditions.  This  was 
right  dearly  sought.  Potholed  New  Yo: 
streets  after  all  are  a  far  cry  from  fas 
track  California  freeways. 

But  the  compromise  opened  the  w; 
for  competition  among  U.S.  busmakei 
This  wouldn't  have  meant  trouble  exec 
that  U.S.  manufacturers  had  geared  tht 
R6i.D  to  the  old  government  scheme- 
which  strove  for  splendor,  not  for  fu 
economy — and  they  went  dogged 
ahead  with  the  resulting  designs. 

That's  why  Edward  R.  Stokel,  GMC 
directorof  public  transportation,  still  cal 
CMC's  S145,000-a-copy  model  RTS  "tl 


34 


FORBES,  FEBRUARY  16,  \9 


IS  of  the  future."  But  transit  authorities 
ve  doubts  about  the  RTS.  At  $145,000, 
e  GMC  bus  is  expensive,  even  consider- 
e,  its  features:  "It's  all  stainless  steel/' 
ys  Stokel,  "and  has  cantilevered  seats 
th  no  support  legs  to  trip  on,  and  is  fully 
uippcd  for  the  handicapped." 
But  that  combination  of  stainless  steel 
:  durability  and  thick  acrylic  windows 
:  "vandal-proofing"  makes  the  vehicle 
avy  and  relatively  poor  in  fuel  economy. 
The  Grumman  Flxible  model  870 — 
30,000— IS  lighter  than  the  GMC  bus 
cause  of  its  alummum-skin,  A-frame 
nstruction.  But,  as  headline  readers 
low  those  A-frames  aren't  holding  up. 
The  upshot  is  that  the  U.S.  manufac- 
rers  are  meeting  market  resistance  just 
len  they  thought  sales  would  rise 
ough  to  bring  them  into  the  black. 
VIC,  with  capacity  of  5,000  buses, 
eds  to  sell  2,400  a  year  to  break  even, 
umman,  with  a  4,000  bus  capacity,  is 
the  same  boat.  They  looked  to  1980 
ders  to  brmg  earnings  in  1981.  But 


orders  didn't  materialize.  Transit  au- 
thorities kept  options  open,  and  played 
footsie  with  foreign  busmakers. 

The  advent  of  the  foreign  manufactur- 
ers is  ominous  for  the  U.S.  makers. 
They're  not  coming  here  because  of  U.S. 
bus  breakdowns.  Those  breakdowns  are 
mostly  new  product  bugs  that  will  be 
ironed  out  as  they've  have  been  before. 
GMC  introduced  a  bus  in  1959  that  had 
all  sorts  of  problems  until  repeated  pro- 
duction runs  worked  them  out.  But  for- 
eign manufacturers — who  enjoyed  stable 
markets  in  Europe  through  the  postwar 
era — didn't  come  in  1959.  The  U.S.  mar- 
ket wasn't  growing  then.  Now  it  is. 

Bus  ridership  has  been  increasing 
since  1973  but  has  really  taken  off  in  the 
last  three  years.  Transit  authorities  ex- 
pect ridership  to  double  in  this  decade, 
which  should  provide  ample  business  for 
two  companies  to  gamer  4,000  to  5,000 
sales  a  year.  But  if  the  foreigners  grab  off 
sales  of  even  1,000  buses,  there  would  be 
a  bitter  contest  for  thin  margins. 


Gas  pressure 


took  gasoline  prices  leaping  off  the  chart  to  do  it,  but  bus  ridership  to  and  from 
)rk  and  shopping  is  on  the  rise.  When  gas  cost  less  than  40  cents  a  gallon,  who 
uld  bother  taking  a  bus?  The  lesson:  Price  can  make  a  market. 


Last  year,  for  example,  transit  authori- 
ties ordered  only  2,826  buses  where 
4,000  had  been  expected.  Grumman's  ag- 
gressive pricing  took  1,512  of  those  sales, 
GMC  only  523.  But  perhaps  the  shadow 
on  the  whole  business  was  that  foreign 
suppliers  sold  791  buses  in  the  U.S. 

West  Germans,  Hungarians,  Ruma- 
nians, Canadians  and  the  French  are  all 
eyeing  the  expanding  U.S.  bus  market. 
They  approach  it  cannily  with  buses  of 
simple,  proven  designs  that  had  the  bugs 
ironed  out  in  years  of  service  in  home 
markets.  And  they  approach  it  confident- 
ly, "hi  the  near  future  the  U.S.  market  will 
be  in  the  4,000-to-8,000  range  and  we're 
ready  for  it,"  says  Lutz  M.  Eggert,  execu- 
tive vice  president  of  M.A.N.  Truck  &  Bus 
Corp.,  a  subsidiary  of  Maschinenfabrik 
Augsburg-Nuernberg  A.G. 

Eggert  has  $80  million  worth  of  orders 
for  327  articulated  buses — two-piece  ve- 
hicles with  accordion-like  connectors 
that  are  common  in  Europe  but  never 
graced  a  DOT  drawing  board.  M.A.N.'s 
buses  offer  50%  more  capacity  than 
GMC's  RTS,  but,  at  a  base  cost  of 
$240,000,  are  70%  more  expensive.  Still, 
M.A.N,  is  going  ahead  with  a  $9  million, 
550-bus  production  plant  at  Cleveland, 
N.C.  Big  buses  save  labor  costs. 

Neoplan  U.S.A.,  a  joint  venture  of  U.S. 
investors  and  German  busmaker  Gottlob 
Auwarter,  is  building  a  plant  in  Lamar, 
Colo.,  to  turn  out  500  buses  a  year  start- 
ing in  May.  Neoplan  will  offer  a  simple, 
standard  bus  at  $139,000.  And  the  City 
of  Atlanta  is  interested. 

Why?  Because,  explains  John  }.  Welsh 
of  Metropolitan  Atlanta 
Rapid  Transit  Authority, 
Neoplan  was  willing  to 
make  a  bus  with  double 
rear-opening  doors  to  fa- 
cilitate debarking  of  At- 
lanta commuters.  The  U.S. 
manufacturers,  says  Welsh, 
weren't  interested. 

What  is  going  on  here? 
Are  the  U.S.  manufactur- 
ers surrendering  a  grow- 
ing and  socially  desirable 
market  by  default?  Not  on 
your  life,  says  GMC's  Ed 
Stokel.  He  suggests  that 
GMC  will  come  out  with  an 
articulated  bus  if  that's  what 
the  market  wants:  "A  couple 
of  years  ago  we  didn't  see 
the  articulated  market 
but  today  we're  close 
to  entering  it."  And 
he  puts  the  invaders 
on  notice  that  GMC 
will    fight:  "Foreign 
makers  have  had  their 
problems,  too,"  says  Sto- 
kel. "They're  smoking  pot  if  they  think 
they  can  take  the  market  from  us." 

That's  the  old  competitive  spirit.  Bet- 
ter late  than  never.  ■ 
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Just  when  strategic  planner  Don  Trautlein 
seemed  to  he  making  some  progress  at  Bethle- 
hem Steel,  earnings  have  collapsed.  A  progress 
report  from  the  Lehigh  Valley. 


The  labors  of 
Trautlein 


By  Robert  J.  Flaherty 

SURE  THERE  ARE  DAYS  when  I  get 
trustrated,"  says  Bethlehem  Steel 
Corporation  Chairman  Donald  H. 
Trautlein,  "hut  you  ean't  let  day-to-day 
problems  wear  you  down." 

Brave  words  from  a  man  with  enough 
day-to-day  problems  to  sink  the  Sixth 
Fleet.  With  a  return  on  capital  of  only 
3.3%  on  average  over  the  past  five  years, 
Bethlehem  ranks  next  to  the  bottom 
among  the  majors  in  an  industry  that 
even  one  of  its  leaders  admits  has  been  in 
involuntary  liquidation  for  nearly  two  de- 
cades. On  an  mflation-adjusted  cash  flow 
basis,  after  dividends,  Bethlehem  has  run 
more  than  $2.5  billion  in  the  red  since 
197.S  alone.  Needing  at  least  $3  billion  in 
modernization  spending  to  make  it  inter- 
nationally competitive,  Bethlehem's 
earnings  last  year  were  $121  million — 
down  56%  from  1979's  $276  million.  Per- 
share  earnings  in  1980  were  $2.77,  of 
which  $1.60  must  go  for  the  dividend. 
Further  borrowing  is  out,  with  long-term 
debt  already  some  28%  of  capitalization, 
and  so  is  a  stock  offering.  "In  a  cyclical 
business  we  don't  recommend  that  debt 
get  too  much  higher  than  that,"  says  Vice 
Chairman  Richard  Smith,  who  looks 
after  finance.  "And  with  a  book  value 
close  to  $60  a  share  and  a  market  price  of 
$23,  a  stock  offering  would  be  a  terrible 
injustice  to  existing  shareholders." 

Wrestling  with  such  dismal  problems 
represents  a  bit  of  a  shift  for  Trautlein, 
who  had  planned  to  retire  when  he 
reached  55  in  1982  and  write  a  novel 
about  merger  deals  based  on  25  years' 
experience  as  an  auditor  with  Price  Wa- 
terhouse.  But  when  a  client  named  Lew- 
is W.  Foy,  then  chairman  of  Bethlehem, 
asked  him  to  become  comptroller  in 
1977,  Trautlein  couldn't  refuse.  Foy 
thought  that  Bethlehem  needed  a  com- 
plete change  of  strategy.  So  Trautlein, 
was  later  asked  to  engineer  that  change 
as  chief  executive  when  Foy  stepped 
down  last  lune. 


Don  Trautlein  has  been  biting  bullets 
ever  since.  His  predecessors,  determined 
to  maintain  Bethlehem's  status  as  the 
nation's  second-largest  steelmaker,  kept 
expanding  Burns  Harbor,  Ind. — the  only 
new  green  field  steel  plant  built  in  the 
U.S.  in  the  past  12  years — without  clos- 
ing down  outmoded  facilities.  When 
they  modernized,  they  were  slow  to  em- 
brace new  technology.  Bethlehem  has 
the  dubious  distinction  of  having  built 
the  last  open  hearth  furnace  in  America 
years  after  competitors  were  building 
more  modern  basic  oxygen  furnaces. 
Even  now,  years  after  the  Japanese  pio- 
neered the  use  of  energy-efficient  con- 
tinuous casting  technology,  Bethlehem 
has  only  one  such  setup,  at  Bums  Harbor. 

So  in  1977,  a  scant  eight  months  after 
coming  on  board,  Trautlein  persuaded 
Foy  to  take  the  big  bath.  Some  $750 
million  worth  of  obsolete  facilities, 
mainly  in  Lackawanna,  N.Y.  and  Johns- 
town, Penna.  were  written  off.  It  was  the 
first  massive  writedown  among  the  ma- 
jors, and  still  the  biggest  in  relative 
terms.  With  10,000  fewer  workers  on  the 
payroll,  Bethlehem  added  $1.50  a  share 
to  its  potential  earnings  power  at  one 
stroke.  And  in  1979  with  profits  of  over 
$23  a  ton  pretax,  Bethlehem  made  more 
money  per  ton  than  any  major  rival. 
Among  the  majors,  only  Armco  was  able 
to  top  Bethlehem's  10.5%  return  on  cap- 
ital that  year.  Says  Trautlein:  "We  pared 
the  company  down  to  a  solid  base." 

Then  Trautlein  went  to  work  getting 
every  member  of  Bethlehem's*manage- 
ment  to  focus  on  the  company's  survival. 
He  began  by  ripping  out  the  time  clocks 
that  everyone  from  Chairman  Foy  on 
down  punched  each  day.  "I  don't  want 
people  to  think  their  work  is  just  8  to  5," 
he  says.  Middle  managernent,  which  had 
always  been  promoted  within  their  own 
functional  departments,  were  now  asked 
to  form  task  forces  to  assess  the  future  of 
Bethlehem's  prt>ducts.  Should  they  be 
eliminated?  Milked  for  cash  flow?  Or 
supported  with  capital  for  expansion? 


The  approach  has  already  paid  off 
Bethlehem's  big  Sparrows  Point,  N 
shipyards,  where  the  task  forces  reco 
mended  a  major  push  for  offshore  oil- 
and  catamaran  tug-barge  business  n( 
that  shipbuilding  orders  had  declined 
drastically.  The  result  was  that  its  n 
rine  construction  losses  were  significa: 
ly  reduced  in  1980.  Bethlehem  ta 
forces  are  also  looking  hard  at  the  co 
pany.'s  big  iron  ore  and  coal  holdings 
see  whetfier  a  partner  should  be  called 
or — as  U.S.  Steel  has  done — whetl 
some  reserves  should  be  sold  off. 

The  line-of-business  task  fore 
which  Trautlein  calls  his  number  c 
priority,  are  making  progress  in  steel  ( 
erations  as  well.  At  the  Johnstown  pla 
for  example,  an  ancient  blast  fuma 
coke  oven  and  open  hearth  furnace  h 
been  judged  unacceptable  on  envirc 
mental  grounds.  The  problem  was  th 
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Ik'lhlehcin  Sled's  office  skyscm/icr  diul  mills  behind  il  in  /k'lhleheiii.  I'eiiiui 
An.  end  to  inbreeding  and  vertical  promotiona 

feels  frustrated  short  term 


dn't  be  replaced  economically.  So  the 

force  came  up  with  the  idea  of  in- 
ing  a  far  cheaper,  scrap-using,  elec- 
irc  furnace  and  plugging  it  into  the 
:ing  efficient  finishing  mills  there, 
combination  will  be  a  moneymaker, 
lother  task  force  discovered  that 
lehem's  Sparrows  Point  plant — once 
world's  largest  with  a  rated  capacity 
Tullion  tons — could  be  best  modern- 

by  cutting  capacity  by  2  million 
,  That  way  a  modern  continuous 
;r  could  be  installed,  which  would 
;  the  plant  close  to  internationally 
petitive  standards.  This  would  never 

been  possible  had  the  plant's  capac- 
lot  been  sharply  reduced,  because 
lehem  lacked  the  capital, 
t  those  first  glimmerings  of  progress 
:thlehem  that  began  to  show  up  in 

were  dashed  last  year  as  Bethle- 
's  earnings  plunged.  So  Trautlein 


Forced  to 

trim  back  capital  spending,  unable  to  ac- 
quire his  way  out  of  the  problem  and 
plagued  with  an  economic  recession  that 
holds  down  major  capital  spending  in  his 
markets,  he  broods  these  days  about 
Bethlehem's  stock  price,  which  he  feels 
is  seriously  undervalued  at  some  60%  of 
book.  Twenty  years  ago  Bethlehem's 
market  value  was  $1.8  billion,  rs.  today's 
$1  billion.  Yet  in  the  meantime  Bethle- 
hem spent  $7.5  billion  in  improvements. 
Burns  Harbor,  built  for  $1.8  billion,  is 
worth  over  $4  billion  today.  If  Bums  Har- 
bor were  carried  on  the  books  at  market 
value,  it  would  alone  add  SSO  a  share  to 
the  present  per-share  book  value  of  $60. 
And  what  about  Bethlehem's  I  billion 
tons  in  coal  reserves?  Only  half  of  them 
are  associated  with  operations  of  exist- 
ing properties.  Suppose  Bethlehem  were 
to  sell  off  the  coal  it  doesn't  really  need, 


as  U.S.  Steel  hopes  to  do  with  Standard 
Oil  of  Ohio  for  800  million  tons  of  deep- 
mine  metallurgical  coal  at  $750  million. 
At  that  same  rate  of  $1.06  a  ton,  Bethle- 
hem's 500  million  tons  of  uncommitted 
coal  reserves  could  be  sold  for  $530  mil- 
lion— or  about  $12  a  share,  a  year's  cap- 
ital spending. 

At  Bethlehem,  with  its  traditional  em- 
phasis on  the  heavy  steels  used  in 
bridges,  heavy  construction,  machinery, 
pipes,  warships,  tanks  and  autos,  Traut- 
lein desperately  needs  a  genuine  nation- 
wide reindustrialization  effort.  And 
that's  exactly  what  he  thinks  he'll  get. 
Trautlein  sees  a  moderate  pickup  in  steel 
this  year,  accelerating  into  a  full-fledged 
boom  in  1982  and  1983.  "In  the  Seven- 
ties we  had  one  good  year  in  a  row — 
1974,"  he  says  wryly  of  that  year's  $7.85 
per  share.  "One  out  of  ten  just  ain't  going 
to  provide  the  cash  for  rebuilding." 

But  Trautlein  is  the  first  to  admit  that 
even  reindustrialization  and  rearmament 
won't  be  enough  to  revitalize  the  U.S. 
steel  industry  without  government  pro- 
tection from  foreign  steel  exports.  He 
cites  Canada  as  an  example.  "You  get 
enforcing  of  dumping  laws  in  Canada," 
he  says  enviously.  "They  went  after  the 
Europeans  right  away  and  boy,  they 
don't  take  any  time  to  tell  them  to 
straighten  up.  Look  at  Canada's  tax  laws, 
too.  Stelco  built  this  plant  in  Nanticoke 
and  wrote  it  off  over  2  years.  We  have  to 
write  ours  off  over  12.  So  from  the  stand- 
point of  taxes,  they  can  recycle  their 
capital  6  times  as  fast.  Why  can't  we 
have  those  kinds  of  laws?" 

"Let's  have  a  U.S.A.,  Inc.,  like  Japan 
has  been  accused  of  having  a  Japan,  Inc.," 
adds  Bethlehem  President  Walter  F.  Wil- 
liams. "Let's  break  down  the  adversary 
position  between  labor,  management 
and  government." 

Perhaps  we  will.  Looking  into  the  mid- 
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Eighties,  Paine  Webber  Mitchell  Huteh- 
ins  analyst  Peter  Marcus  figures  the  U.S. 
will  have  Canadian-style  protection.  He 
also  forecasts  a  dependence  on  foreign 
steel  that  will  lead  to  OPEC-style  price 
gouging,  coinciding  with  a  steel  short- 
age. Impossible?  Remember  the  1974 
minishortage  when  foreign  producers 


By  Desiree  French 

THE  MAJOR  NEWSPAPERS  made  it 
sound  like  a  big  deal.  You  probably 
read  it:  The  Equal  Employment  Op- 
portunity Commission  (EEOC)  and  Ford 
Motor  Co.  have  agreed  to  settle  a  seven- 
year  complaint,  with  Ford  spending  $23 
million  to  make  up  for  past  discrimination 
against  women  and  minorities.  If  that 
seems  a  little  harsh,  particularly  consider- 
ing the  state  of  Ford — which  probably  lost 
$1.5  billion  last  year — don't  worry.  Ford 
isn't  going  to  spend  anything  like  $23  mil- 
lion; a  small  fraction,  maybe. 

The  charge  was  made  in  1973,  when 
the  EEOC  was  singling  out  America's 
largest  firms  as  targets — and  getting  con- 
siderable publicity  for  itself  in  the  pro- 
cess. Both  sides  eventually  became  will- 
ing to  get  it  off  their  desks,  but  the  gov- 
ernment doesn't  like  to  admit  defeat — or 
error — so  a  painless  $23  million  program 
was  cobbled  up.  Let's  look  at  the  actual 
agreement: 

Ford  is  supposed  to  spend  this  $23 
million  over  a  five-year  period  hegiiinin^i 
Jan.-l,  1982.  In  constant  dollars,  by  1987 
$23  million  just  isn't  going  to  be  the 
same.  But  an  inflation  discount  is  the 
least  of  it.' 

About  $8  million  is  to  be  spent  on 
women  who  weren't  hired  for  noncraft 
hourly  jobs.  When  vacancies  occur.  Ford 
is  to  make  "good  faith  efforts"  to  hire 
5,000  women  who  weren't  hired  for 
these  jobs  between  Jan.  1,  1972  and  Dec. 
31,  1975.  The  company  estimates  that 
4,000  women,  or  80%,  will  "qualify"— be 
able  to  pass  a  physical  exam  and  perform 


)acked  up  the  price  on  some  steels  by 
over  1007o— far  above  what  U.S.  steel 
companies  were  charging? 

In  such  a  shortage  environment,  Beth- 
lehem could  earn  as  much  as  $17  per 
share  by  shipping  its  14.5  millidn  tons, 
beating  1955's  record  13.5  million  tons. 
Then  it  could  cover  its  fixed  costs  and 


nonskilled  work — for  a  $2,000  award. 

But  there  are  two  sizable  "ifs."  Ford 
will  look  through  the  old  files  and  pick 
out  applications  of  women  who  applied 
for  factory  jobs  within  that  three-year 
period.  Then  in,  say,  1985,  //  Ford  can 
find  the  women  and  //"  the  women  hired 
stay  on  the  line  a  year — the  work  is  hard 
and  the  turnover  high — pay  them  an  ex- 
tra $2,000.  That's  the  $8  million— $2,000 
times  4,000  women. 

Of  course,  the  women  who  didn't  get 
those  factory  jobs  way  back  when  might 
have  found  other  jobs  by  1985,  and  to 
take  the  Ford  job  they  would  have  to  give 
up  their  seniority,  pension  credits,  pro- 
motions and  pay  scale  after  10  to  13 
years  of  work  just  to  start  on  the  bottom 
at  Ford.  Remember,  those  jobs  are  tough, 
and  if  a  woman  was  22  in  1972  she'll  be 
35  in  1985.  Some  may  have  families 
now,  too.  And  employment  in  the  auto 
industry,  as  folks  have  recently  learned, 
is  pretty  iffy.  Especially  since,  as  of  Ian. 
22,  over  52,000  hourly  workers  were  on 
indefinite  layoff,  excluding  the  thou- 
sands on  temporary  layoff,  and  they  have 
first  priority  for  jobs,  when  they  arise, 
before  the  Ford  4,000.  So  scratch  that  $8 
million. 

Another  $6  million  is  for  an  appren- 
tice program.  Biisnwss  conditio)is  permit- 
ting. Ford  is  supposed  to  place  about  125 
additional  apprentices  per  year,  beyond 
its  normal  600  annual  average.  If  things 
are  so  bad,  as  they  are  now,  that  Ford 
can't  maintain  600  apprentices  during 
any  of  the  five  years,  then  of  course  it 
can't  place  any  additional  neophytes. 
Instead,  what  it  can  do  is  chalk  up  the 


sell  so  many  highly  profitable  extra  to 
analyst  Marcus  claims  pretax  profit 
ton  could  triple  to  $75. 

But  all  that  is  only  a  dream  at  \ 
moment.  About  all  Don  Trautlein  can 
for  now,  as  he  pauses  in  his  seemin 
thankless  labors  at  Bethlehem  Steel, 
hope  that  it  comes  true  pretty  s(jon.  I 


number  of  extra  apprentices  hired 
tween  1975-79  and  have  those  peo 
"counted  as  part  of  the  250  additio: 
apprentices"  needed  to  fulfill  the  fi 
two  years  of  the  agreement.  This  shoi 
eliminate  a  couple  of  million.  But  si 
pose  the  auto  industry  gets  on  its  f 
again.  The  apprentices  in  the  progrj 
would  mostly  be  Ford  workers  alrei 
employed  by  the  company.  The  $6  nj 
lion  that  Ford  spends  on  apprentii 
would  basically  be  the  wages  paid  duri 
apprentice  training — but  that  is  moi 
Ford  would  have  spent  anyway.  T| 
plus  the  $8  million  earmarked  for  wo 
en  accounts  for  $14  million  of  the  j 
million.  | 

Then,  there's  another  $2  million  in  1 
settlement  to  expand  the  apprentice  p 
gram  to  encourage  more  minority  a 
women  workers  to  apply.  But  Ford  I 
ready  does  that,  and  it's  just  possil 
(depending  on  interpretation,  you  und 
stand)  that  this  $2  million,  too,  woi 
be  money  normally  spent  in  affirmat 
action  programs.  The  EEOC  won't  s 
(In  fact,  the  EEOC  won't  talk  about  a 
part  of  the  deal,  and  Ford  won't  e 
much.  A  gag  clause  buried  in  the  agr 
ment  forbids  either  side  from  talk: 
about  it  without  first  getting  the  otl 
side's  permission.) 

Another  $1  million  is  slated  to  h( 
failed  candidates  for  supervisor  (it  us 
to  be  called  foreman)  pass  the  tests,  I 
that  money  only  comes  from  money  1 
over  from  other  programs.  There  is  als 
$500,000  fund  to  settle  various  indiv 
ual  charges,  and  again,  it's  reasonable 
figure  Ford  would  have  been  maki 
those  settlements  anyway. 

There's  a  $5  million  fund,  whi 
seems  real  enough,  to  be  split  up  ama 
minority  and  women  workers  at  Ft 
who  file  for  it.  The  grants  run  $230 
$800 — but  that  check  had  better 
cashed  quick.  "An  employee  who  d( 
not  cash  or  deposit  the  check  within 
days  of  its  issue  date,"  says  the  Fo: 
EEOC  agreement,  "shall  not  receive 
award  imder  this  section."  j 

In  short,  there  is  no  way  Ford 
spend  anything  like  $23  million.  1] 
EEOC  boasts  that  the  agreement  mak 
available  "substantial  monetary  and  j| 
benefits  to  minorities  and  women."  T 
boast  IS  inflated,  as  is  the  dollar  valuei 
the  settlement  it  crows  about.  The  gd 
of  equal  opportunity  for  all  is  a  wort| 
one.  Is  that  goal  well  served  by  su) 
arrant  puffery?  ■ 


Will  past  discrimination  really  cost  Ford  $23 
million,  as  the  feds  say?  Can  shrimp  whistle 


? 


Read  the 
fine  print 
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Now :  Diesel  economy.  Comfort.  Luxury.  At  the  price  of  a  Chevrolet. 


Let  us  expand  that  for  you. 

Now  you  can  have  the  generous  trunk,  the  six-passenger 
room,  the  accommodating  comfort,  the  elegance,  the 
satisfying  ride  of  the  full-size  car  you  want. 

Now  with  better  fuel  economy  than  some  small  foreign 
cars.  Now  at  the  price  of  a  Chevrolet. 

Your  wish  to  be  comfortable.  Your  need  to  be  sensible. 
Now  in  one  luxurious  automobile. 

The  1981  Caprice  Classic  Sedan  or  Coupe  with  new 
available  V8  diesel  efficiency. 

At  your  Chevrolet  dealer's. 

Come  buy  or  lease  yours  now. 
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22 

918 

594 

HIGHWAY  EST. 

EPA  EST.  MPG 

HIGHWAY  RANGE 

EST.  RANGE 

Use  estimated  MPG  for  comparisons.  Your  mileage  and  range 
may  differ  depending  on  speed,  distance,  weather.  Actual 
highway  mileage  and  range  lower.  Estimates  and  range  lower 
in  Calif.  Range  obtained  by  multiplying  mileage  estimates  by 
27-gallon  fuel  tank  capacity.  Chevrolets  are  equipped  with 
GM-built  engines  produced  by  various  divisions.  See  your 
dealer  for  details. 


You  can  spend  more.  The  question  is,  why? 


UP  AHEAD. 


No  more  middle  seat  in  ou 


We've  redesigned 
Clipper  Class  completely. 

So  you'll  never  get 
stuck  in  the  middle  seat.  Or 
by  an  elbow. 


You'll  never  be  more  than 


y 

/ 



J-D  

1 

more  comfortable  than  ever 
before.  In  fact,  they're  the  i 
same  seats  selected  for  first 
class  on  the  next 
generation  of  jets. 


one  seat  from  an 
aisle,  either  Even  if 
there's  a  full  house 
What's  more, 
our  Clipper  Class 


due  for  delivery 
around  1985. 


You  see. 

Pan  Am's  new  Clipper  Class  isn't  ju 
an  upgraded  economy  section.  It's  c 
seats  are  wider  and  totally  separate  part  of  the  plane  j 


rand  new  business  section. 


pecially  for  business  travelers, 
ith  all  the  extras  you'd  expect 
d  a  lot  you  wouldn't. 

New  Clipper  Class  is 
w  offered  on  selected 
n  Am  747  routes.  And  by 
d-year,  we'll  have  it  on  our 
tire  747  fleet  worldwide. 

Ask  your  Travel 
;ent,  Corporate  Travel 
partment  or  us  about 
n  Am's  new  Clipper  Class 


ers.  I 


WHATS  CONTINENTALTELEPHONE 
DOING  WAY  OUT  HERE? 


Continental  Telephone 
Corporation  has  a  mission 
in  space.  Just  as  it  does  in 
Manassas,  Virginia,  And  in 
Freeport,  Illinois.  And  in 
2,000  other  down-to-earth 
communities. 

Amencan  Satellite 
Company,  our  joint  venture 
partnership  with  Fairchild 
Industries,  mal<es  high  speed 
voice,  data  and  image  trans- 
mission an  integral  part  of 
our  business.  It  is  an  impor- 
tant part  of  our  becoming  a 
dynamic  force  in  providing 
integrated  telecommunica- 
tions services. 

Another  important  link  is 
Executone,  Inc.,  a  subsidiary 
of  Continental.  Executone 
provides  terminal  equip- 
ment, including  intercom, 
paging  and  PABX  systems 
for  businesses,  hospitals  and 
other  institutions.  And  cable 
TV  IS  provided  in  selected 
markets  through  Omni 
Communications . 

Network  Analysis 
Corporation,  another  sub- 
sidiary of  Continental,  ties  it 
all  together  It  gives  us  the 
advanced  know-how  to 
integrate  voice  and  data  net- 
works to  meet  customers' 
needs  in  the  rapidly  chang- 
ing world  of  telecommuni- 
cations. Which  brings  us  full 
circle.  From  Earth  to  the 
heavens  and  back. 

We  have  never  lost  sight 
of  our  primary  goals  as  a 
phone  company.  But  we 
hear  the  future  calling. 

Continental  Telephone 
Corporation 


yoking  for  a  Reagan  rebound?  Fat  chance, 
lys  a  British  economist,  without. . . 


The  essential 
windfall 


As  I  See  It 


By  Lawrence  Minard 

N  British  financial  circles,  Roger 
Nightingale  gets  serious  respect — a 
kind  of  English  Henry  Kauffman.  He 
:hief  economist  and  a  director  at  the  big 
ndon  brokerage  house  of  Hoare  Govett 
1.,  where  he  made  a  mark  by  predicting 
0  years  ago  that  the  British  pound  would 
strong  and  the  U.S.  dollar  weak.  This  at 
ime  when  most  of  the  experts  thought 
■  opposite. 

^Jightingale  watches  the  U.S.  economy 
sely  and  what  he  sees  will  be  bad  news 
President  Reagan.  Good  intentions  to 
;  contrary.  Nightingale  says,  there 
't  much  any  politician  can  do  about  an 
)nomy's  underlying  trends.  He  holds 
lost  no  hope  that  Reagan's  supply-side 
policies  can  turn  the  sluggish  U.S. 
inomy  around  or  strengthen  the  weak 
>.  dollar,  which  Nightingale  sees  as  a 
itral  problem. 

^Jightingale  propounds  what  you 
^ht  call  the  "windfall  theory,"  which 
ds  that  an  economy  can  move  to  a 
:her,  sustainable  growth  rate  only  if  it 
s  a  benevolent  external  shock:  a  wind- 
.  Spanish  gold  for  16th-century  En- 
nd,  Marshall  Plan  aid  for  postwar  Ger- 
ny,  foreign  investment  for  modern 
ng  Kong — all  are  examples  of  such 
idlalls.  A  corollary  holds  that  politi- 
ns  can  seldom  induce  windfalls  and 

therefore  powerless  to  affect  an 
momy's  long-term  growth.  Specifical- 
says  the  fast-talking  Nightingale, 
ile  fiddling  with  an  ever-present  cigar, 
ion't  think  there  is  much  Reagan  can 
to  increa.se  the  underlying  growth  rate 
he  American  economy." 
"he  problem,  he  says,  is  that  the  U.S. 

lived  through  a  series  of  negative 
idfalls;  Vietnam,  the  space  race,  and 
course,  OPEC.  Result:  "Your  capital 
nding  has  now  fallen  to  such  a  level 
t  It  is  very  difficult  to  get  sufficient 


productivity  growth  to  get  additional  in- 
vestment started. 

"The  [U.S.]  supply-siders  say  they'll 
encourage  investment  by  changing  the 
tax  environment.  Of  course,  you  can 
make  investment  more  attractive  to  in- 
dustrialists, but  at  the  expense  of  collect- 
ing less  taxes.  So  your  federal  deficit  goes 
up.  How  do  you  finance  it?  Do  you  in- 
crease consumer  taxation — meaning 
that  consumers  spend  less — so  that  extra 
capital  equipment  is  not  balanced  on  the 
consumption  side?  Or  do  you  sell  more 
bonds?  But  in  that  case  industrialists  ei- 
ther have  less  money  to  buy  equipment 
or  consumers  have  less  money  to  buy 
new  output." 

A  seemingly  vicious  circle,  but  that  is 
where  windfall  theory  comes  in.  A  be- 
nevolent external  shock  can  suddenly  ex- 
pand everyone's  horizons — industrial- 
ists', consumers'  and  bureaucrats' 
alike — and  bump  the  economy  to  a  high- 
er plateau,  just  as  rich  Aunt  lane's  will 


can  increase  the  buying  and  earning 
power  of  a  favored  nephew.  As  Nightin- 
gale puts  it: 

"A  windfall  does  three  things.  Some  of 
it  goes  to  the  consumers,  making  invest- 
ment look  attractive  from  the  consump- 
tion side.  Some  goes  to  finance  the  in- 
vestment. And  some  goes  to  the  balance 
of  payments,  making  that  look  stable 
and  reducing  the  industrialists'  fear  of  a 
deflationary  package  to  cure  a  future 
trade  deficit."  The  catch:  "I'm  afraid  the 
windfall  requires  luck." 

The  most  recent  example  of  windfall 
power,  says  Nightingale  in  his  office  in 
London's  famed  City,  is  Britain's  North 
Sea  oil.  Since  1976,  as  North  Sea  output 
climbed  (it  is  now  1.2  million  barrels  a 
day)  and  as  OPEC  has  upped  the  price, 
Britain's  currency  has  appreciated  by 
around  50%.  Despite  Margaret  Thatch- 
er's tough  words,  British  wages  rose  by 
20%  last  year,  but  the  strong  pound  kept 
the  prices  of  imported  capital  goods  low. 

Ballooning  wage  costs  and  attractive 
prices  for  capital  goods  have  encouraged 
British  businessmen — despite  all  the 
gloomy  economic  news  one  hears  from 
that  country — to  a  vigorous  burst  of  cap- 
ital investment.  Over  the  last  four  years, 
says  Nightingale,  Britain's  industrial  in- 
vestment has  been  increasing  7%  to  8% 
in  real  terms  annually — "an  unmatched 
record." 

But  those  wages  rising  at  20% — can 
that  be  healthy?  In  a  way,  yes,  says 
Nightingale.  "The  workers  have  priced 
themselves  out  of  the  market,"  he  says 
with  irony,  making  it  attractive  to  re- 
place them  with  machines. 

As  Nightingale  sees  it,  economic 
growth  depends  almost  entirely  on  an 
economy's  level  of  capital  investment  and 
Its  related  productivity  growth.  The  key  to 
whether  investment  rises  or  falls  is  the 
differential  between  increases  in  labor 
costs  and  increases  in  capital  goods 
costs — the  rate  of  productivity  increase.  If 


British  ccoHattiist  koj^er  Ni^htiHiici/c 

He'd  have  generotis  Americans  push  for  fair  treatment. 
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Rockwell  International 

is  the  builder  of 
America's  Space  Shuttle. 


NASA's  Space  Shuttle  is  America's  most 
important  manned  step  into  space  since  our  last 
Apollo  mission  five  years  ago. 

Rockwell  International  is  the  prime 
contractor  for  the  Shuttle  and  its  main  engines 
and  assists  NASA  in  the  integration  of  the  Space 
Transportation  System.  The  Shuttle  is  designed 
to  carry  more  than  30  tons  of  useful  payload  into 
earth  orbit  and  is  capable  of  making  at  least  one 
hundred  missions  into  space  and  back. 

The  development  of  the  Space  Shuttle 
reflects  a  Rockwell  International  strength: 
the  capability  to  bring  together  many  diverse 
technological  and  scientific  disciplines  to  solve 
complex  problems. 


This  strength  is  reflected  in  all  four  of 
our  core  businesses:  aerospace,  electronics, 
automotive  and  general  industries.  Businesses 
with  total  sales  of  $6.9  billion  in  fiscal  1980. 

Rockwell  International  has  a 
heritage  of  working  at  the  leading  edge 
of  technology.  And  today,  that 
heritage  is  being  carried  forward 
by  108,000  dedicated  Rockwell 
employees,  including  16,000 
engineers  and  scientists  who 
develop,  apply  and  innovatively 
manage  technology  to  meet 
many  of  the  world's 
unprecedented  challenges. 


Aerospace. 

(Sales,  fiscal  1980:  $2.0  billion) 

Our  record  for  developing  and  managing 
aerospace  technology  is  unmatched, 
in  addition  to  the  Space  Shuttle, 
Rockwell  International  is  working  on  the 
B-1  bomber  and  its  multi-role  bomber 
derivative,  the  fourth  stage  of  the 
MX  missile,  the  Navstar  satellites  for 
the  Global  Positioning  System,  and  a 
revolutionary  forward-swept-wing  con- 
cept for  an  Air  Force  fighter.  In  our 
commercial  aircraft  business,  we 
will  build  two  large  fuselage  sections 
for  the  new  Boeing  757  jetliners. 


Electronics. 

(Sales,  fiscal  1980:  $1.7  billion) 

In  defense  electronics,  Rockwell 
International  is  a  leader  in  electronic 
and  electromechanical  products  and 
systems  for  integrated  command, 
control,  communications  and  intelli- 
gence equipment,  and  has  a 
major  role  in  strategic  programs  of 
the  highest  national  priority.  In  the 
commercial  electronics  area,  Rockwell 
is  a  worldwide  manufacturer  of  avion- 
ics, microwave  transmission  systems, 
data  and  voice  switching  equipment 
and  microelectronic  devices. 


Automotive. 

(Sales,  fiscal  1980:  $1.7  billion) 

A  prime  example  of  Rockwell 
International's  automotive  technology 
is  our  SQHP^  ■■  tandem  truck  axle.  It's 
designed  to  go  a  half-million  miles 
without  a  major  overhaul,  up  to  a  milli 
miles  in  line-haul  service  —  and  it's 
more  than  100  lbs.  lighter  than  com- 
petition in  its  class.  Out  of  one  of  the 
country's  largest  independent  automo 
five  research  facilities,  we  develop 
many  such  product  improvements  for 
on-highway  and  off-highway  vehicles 
and  passenger  cars. 


At  full  power,  the  three 
Rockwell-built  main  engines  of  the 
Shuttle  arbiter  produce  as  much 
power  as  23  Hooi>er  Dams. 


General  Industries. 

(Sales,  fiscal  1980:  $1.4  billion) 

Our  innovative  general  industries 
technologies  helped  us  develop  the  first 
U.S.-made-and-installed  large-diameter 
ball  valve  for  oil  and  gas  pipelines. 
Rockwell  International  is  also  working 
to  meet  the  world's  growing  need  for 
alternative  energy  sources,  including 
nuclear,  solar,  and  coal  gasification 
and  liquefaction.  Our  Goss  presses 
print  two  out  of  three  U.S.  daily  news- 
papers, and  our  Rimoldi  subsidiary  is 
one  of  the  world's  leading  suppliers 
of  industrial  sewing  machines. 


If  you'd  like  to  know  more  about 
Rockwell  International,  write  for  our 
recently  published  1980  annual  report. 
Rockwell  International,  Dept.  815R-16, 
600  Grant  Street,  Pittsburgh,  PA  15219. 


Rockwell 
International 


.where  science  gets  down  to  business 

Automotive  /Aerospace 
Electronics  /General  Industries 


Enter  America's 

Most  Beautiful  Partnersiiip. 


Tulsa,  Oklahoma.  Where  a  progressive  city  government 
offers  your  company  high  standards  of  profitability. 
Cooperation  between  private  and  public  interests  has 
facilitated  the  successful  redevelopment  of  one-third  of 
Tulsa's  Central  Business  District  in  less  than  10  years. 
Free  lunchtime  concertos,  one-act  plays  and  folk  music 
performances  are  a  few  of  its  dividends. 

In  addition,  this  partnership  produces  high  standards  of 
living  for  employers  and  employees  alike.  Other  Quality 
of  Life  dividends  include: 

•  Remarkable  cleanliness,  Tulsa  has  been  recognized 
as  one  of  America's  most  livable  cities 

•  Cultural  activity,  including  a  resident  ballet 
company,  opera,  philharmonic  orchestra,  community 
theatres  and  Oklahoma's  only  resident  professional 
theatre  company 

•  Short  commuting  time.  The  average  Tulsan  drives 
to  work  in  15  minutes 

•  Quality  housing  to  meet  every  price  range 

For  the  dollars  and  sense  of  your  company's  merger 
with  Tulsa,  write  to:  John  Degitz,  Manager  —  Marketing 
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be  mens  suit  business  is  unraveling  fast, 
ere  a  stitch  in  time  from  a  new  market? 


Tailoring  the 
corporate  woman 


Is 


By  Carol  E.  Curtis 


THREE  YEARS  AGO,  FoRBES  Speculat- 
ed that  a  revival  of  the  "dressed 
up"  look  and  the  middle-aging  of 
Baby  Boom  customers  might  pull  the 
men's  suit  business  out  of  the  doldrums. 
That  hasn't  happened.  In  1980,  for  exam- 
ple, unit  sales  were  off  by  12%,  and  once- 
famous  manufacturers  are  still  regularly 
closing  their  factories. 

But  in  this  shrmking  industry,  one 
sub-market  is  surprisingly  robust.  Wom- 
en are  buying  suits  in  record  numbers. 
Though  their  purchases  account  for  just  a 
small  fraction  of  total  production,  con- 
sumption grew  by  nearly  70%  last  year, 
making  ladies'  coordinated  skirts  and 
jackets  the  fastest-growing  apparel  prod- 
uct category.  "We  think  women's  suits 
are  the  franchise  for  the  next  decade," 
says  one  apparel  executive. 

A  major  beneficiary  of  this  trend  is 
Elmer  L.  Ward  Jr.,  president  of  Cincin- 
nati-based Palm  Beach,  Inc.  In  1973  he 
paid  just  $4.75  million  for  his  Evan-Pi- 
cone  ladies'  sportswear  division.  Ward 
quietly  built  the  Picone  reputation  for 
tailored  clothing — and  it  accounted  for 
$110  million  in  sales  last  year.  Picone 
also  produced  nearly  half  of  Palm  Beach's 
net  income.  Selling  blazers  and  suits  to 
women  helped  tlie  company's  stock 
quintuple  over  the  past  five  years,  a  time 
when  competitors  in  the  men's  suit  busi- 
ness were  struggling  to  stay  in  business. 

Now,  much  of  the  menswear  industry 
is  following  that  lead.  Of  the  top  ten  suit 
producers,  seven  have  added  women's 
lines.  Chicago-based  Hart  Schaffner  &. 
Marx  just  paid  $12.5  million  for  Country 
Miss,  the  fast-growing  maker  of  Hand- 
macher  suits.  At  Brooks  Brothers,  which 
began  selling  women's  suits  four  years 
ago,  women's  clothing  now  accounts  for 
15%  of  total  sales. 

Why  all  the  growth?  You  don't  need  a 
fashion  maven  to  explain  it.  "Our  sales 
track  remarkably  with  participation  of 
females  in  the  work  force,"  says  Palm 
Beach's  Ward.  He  studies  demographic 
data  and  believes  demand  will  burgeon 
even  more  when  today's  law  and  busi- 
ness students  hit  their  big  income-pro- 
ducing years.  Andrew  Kozinn,  the  28- 
year-old  president  of  Saint  Laurie  Ltd., 
knows  the  statistics,  too,  from  personal 
experience:  "At  law  school  half  my  class- 
mates were  women.  They  used  to  ask  me 
what  to  wear  for  interviews." 

Men's  suitmakers  are  particularly 
pleased  with  their  new  female  clientele 
because  traditionally  women  are  big 
spenders  on  clothing.  Aside  from  the 
trend  toward  informality,  the  demand 
for  men's  suits,  made  with  a  hefty  dose 
of  high-cost  hand  labor,  has  slumped 
largely  because  of  rising  prices.  "With 
fewer  discretionary  dollars  to  spend,  the 
man  of  the  house  is  last  to  be  taken  care 
of,"  says  one  apparel  executive. 
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Career  women  give  elothes  a  higher 
priority.  On  the  average,  they  spend 
twice  as  much  as  their  nonworking 
counterparts  on  clothing — and  hardly 
balk  at  laying  out  big  bucks  on  a  suit  for 
the  office.  While  what  little  growth  there 
is  today  in  men's  suits  comes  from  ma- 
chine-made garments  sold  by  mass  mar- 
keters like  Levi  Strauss,  the  women's 
business  is  moving  upscale.  Last  year,  for 
example,  Evan-Picone  moved  $3.5  mil- 
lion worth  of  its  new  Joseph  Picone  line, 


selling  at  over  $300  retail.  High-priced 
Oxxford  Clothes  makes  skirts  and  jack- 
ets too;  its  1981  line  is  already  sold  out. 
"Economics  says  working  women  will 
pay  $500  for  a  garment,"  explains  Presi- 
dent jack  R.  McDonald. 

Still,  some  experts  wonder  if  the  cur- 
rent brisk  demand  for  suits  will  unravel 
as  quickly  as  other  fashion  trends.  The 
role  of  women  in  the  executive  suite  is 
still  evolving  and  whether  they  will  al- 
ways want  to  dress  in  the  same  regi- 


mental drab  as  their  male  counterpj 
is  open  to  question  (see  box).  At  Icj 
one  old-line  manufacturer  isn't  both 
ing  to  chase  the  new  market.  "Peo 
jumping  on  this  bandwagon  will  end, 
finding  things  very  tough,"  says  Stan 
Foster,  president  of  Ratner  Cloth 
"Five  years  ago,  women's  suits  were 
selling  at  all."  ^ 
What's  Ratner  doing  instead?  Divei 
fying  away  from  the  apparel  business  .i 
putting  money  into  real  estate.  ■ 


A  "uniform"  look 


The  boom  in  women's  suits  may  be  a  godsend  for  men's 
suitmakers.  Outside  the  trade,  however,  skeptics  argue  that 
this  latest  trend  not  only  won't  last — but  that  it  shouldn't. 
The  essence  of  fashion  is  change,  they  say,  so  why  spoil  the 
fun  by  dressing  women  in  the  same  drab  style  as  men? 

"The  impulse  to  suit  up  gives  me  hives,"  says  Judith 
Daniels,  editor  in  chief  oi  Sai'iy ,  a  magazine  for  executive 
women.  In  a  recent  article,  Saivy  warned  its  readers  that 
"The  mannish  suit,  which  seemed  like  liberation  in  the 
Twenties,  threatens  to  become  a  uniform  now.  There's  no 
need  to  be  straitjacketed  into  a  suit  so  safe  as  to  be  boring." 

It  is  not  just  females  who  worry  about  this  regimentation. 
Michael  Korda,  corporate  vice  president  and  editor  in  chief 
of  Simon  Schuster,  Inc.,  and  a  frequent  writer  on  women 
in  business,  thinks  a  suit  built  to  last  for  years  is  a  self- 
defeating  notion.  "Women  are  not  inclined  to  buy  clothes  as 
a  long-term  investment,"  he  says.  "There  really  is  no  uni- 
form for  a  woman  like  a  man's  suit." 

In  the  long  run,  Korda  thinks  men's  suitmakers  will  find 


themselves  in  the  same  sales  doldrums  as  cigar  manufactur 
ers  who  pitched  stogies  to  women.  He  counsels  women  tt 
dress  for  business  in  keeping  with  their  individual  styles- 
not  with  the  goal  of  imitating  their  male  counterparts. 

Some  feminists  actually  see  women's  suits  as  a  sartorial 
step  backward.  Caroline  Bird,  the  author  of  The  Two  I'ay 
check  Maniage ,  charges  men's  haberdashers  with  "making  a 
fast  buck  off  the  insecurities  of  women."  Attention  given  t(i 
what  women  wear  in  the  boardroom,  she  thinks,  distracts 
from  their  performance:  "It  pushes  women  back  toward 
being  an  object."  Bird  says  she  usually  wears  a  knit  dress  oi 
unmatching  skirt  and  blazer. 

There  are  already  signs  that  fashion's  winds  are  shifting. 
Some  newer  fans  of  the  tailored  look  are  having  second 
thoughts.  "I've  come  full  circle,"  says  Judy  H.  Mello,  37, 
president  of  the  First  Women's  Bank  in  New  York.  "My 
wardrobe  is  filled  with  suits,  and  I  am  tired  of  them." 
Though  she  has  18  suits  in  her  closet,  Mello  is  now  shop- 
ping for  silk  dresses. — C.E.c. 


/  Marcy  Mason,  int  estment  hanker 
Rola>i  Mosle  Inc .  Houston,  Te.x . 
"If  I  have  to  convince  a  client  I 
can  raise  $10  million  .  .  .  I  just 
cannot  go  to  Neiman  Marcus  and 
buy  the  latest  fad." 


Hazel  Rollins,  administrator,  EcotU)mic  Reg- 
ulatoiy  Administration,  Washington,  DC 
"It's  a  matter  of  sending  the  right  sig- 
nals so  you  dont  confuse  men.  This 
suit  says  I'm  a  straightforward  busi- 
ness lady," 


Sara  Douglass,  materials  manager,  Johnson  ■■ 
c- Johnson  Products.  .\eif  Mrnnsti  ick.  .\J 
"When  I  leaned  over  in  a  miniskirt  l| 
heard  catcalls  .  .  .  I  went  out  the  next 
day  and  bought  four  suits  with  longl 
skirts." 
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THE  PEUGEOT 505TURBODIESEL. 

THE  PERFORMANCE  OF  ATURBQTHE  ECONOMY  OF  A  DIESEL, 
AND  ALL  THE  COMFORTS  OF  A  PEUGEOT 


When  it  comes  to  diesel 
automobiles,  Peugeot  is  in  o 
class  by  itself.  (Peugeot  built 
the  first  one  in  1922.] 

But  the  new  Peugeot  505 
Turbodiesel  is  a  whole  new 
chapter  in  diesel  history,  (It's 
the  first  4-cylinder  turbo- 
diesel in  America.] 

A  diesel  that  performs.  Not 
just  with  speed,  but  with  the 
kind  of  power  that  is  relevant 
to  today's  driving  needs. 

Power  for  start-ups,  Power 
for  passing.  And,  when  it 
comes  to  hills,  power  to 
climb  quickly  and  effort- 
lessly, without  losing  speed. 

Efficient  power,  that  is 
economical  in  concept. 

Because  the  turbocharger 


works  only  on  demand. 

Thus,  the  505  Turbo  deliv- 
ers an  EPA  estimated  36 
mpg  highway  and  an  esti- 
mated [28]  mpg.  Which  trans- 
lates to  an  estimated  range 
of  some  500  miles  (and  over 
600  miles  highway]  without 
refueling! 

Couple  that  with  Peugeot's 
impeccable  handling.  A 
function,  in  part,  of  power- 
assisted  rack-and-pinion 
steering,  power-assisted  disc 
brakes,  and  an  exception- 
ally smooth  5-speed  trans- 
mission (automatic  op- 
tional]. 

Add  the  matchless  com- 
fort of  a  Peugeot.  In  part,  a 
result  of  4-wheel  indepen- 
dent suspension,  extra  large 
Peugeot  shocks,  and  spe- 
cially constructed  foam 


seats  designed  to  all  but 
eliminate  driver  fatigue. 

Your  Peugeot  dealer  will 
give  you  the  details  on 
Peugeot's  36-month  perfora- 
tion from  corrosion  limited 
warranty.  As  well  as  Peugeot's 
standard  12-month  unlimited 
mileage  limited  warranty!' 

See  him  tomorrow. 

And  test  drive  an  automo- 
bile that  wants  for  nothing. 

•  Manual  5-speed  transmission.  Remember  Compare 
the  boxed  estimate  to  ttie  estimated  mpg  o(  ottier 
cars.  You  may  get  different  mileage  and  range 
depending  on  now  fast  you  drive,  weottier  condi- 
tions, trip  lengtfi  and  condition  of  your  cor  Actual 
tiwy  mileage  and  range  will  probably  be  less  than 
the  hwy  est  Range  figures  are  obtained  by  multiply- 
ing the  EPA  est,  mpg  of  28  and  the  EPA  hwy  est,  of  36 
mpg  by  the  505  Turbodiesel  s  tank  capacity  of  18 
gallons 

ttFull  terms  of  thp'.p  Ppi  lopot  limited  warranties  are 
OVOil'  )l  .  '• 

PPO-'^-PF^S  Mr 


For  the  name  of  your  nearest  authorized  Peugeot  dealer,  see  your  local  Yellow  Pages,  or  in  the  continental  U,S,, 
call  toll  free  800-447-2882  (in  Illinois  call  800-322-4400] . 


It  takes  more  than  grapes 
to  make  a  vintage  wine. 


It  takes  a  quality  glass 
container. 

In  fact,  fine  wine  devel- 
ops Its  character  in  the  bottle. 

And  0-1  is  the  leading 
producer  of  glass  for 
Amenca's  flourishing  wine 

We  II  never  run  short  of  the  raw 
materials  used  to  make  glass. 


industry.  [Wine  consumption 
in  the  U.S.  has  increased 
70%  in  the  last  ten  years.) 

Glass  is  Class 

No  other  package 
makes  sense  for  fine  wine. 
Or  for  other  products  that 
must  project  an  image  of 
class. 

No  other  form  of  pack- 
aging delivers  so  much 
good  taste  at  such  a  low 
cost.  Or  is  made  from  such 
abundant,  domestic  natural 
resources  as  sand,  soda 
ash  and  limestone. 

Small  wonder  glass  is 
also  today's  fastest-growing 
package  for  food  and 
beverages. 


The  Creative  Container 

At  0-1,  we  keep  finding 
ways  to  innovate  with  glass. 

Consider  our  Plasti- 
Shield  -  container 

Its  foam-insulated  jacket 
takes  color  printing  beau- 
tifully Which  makes  it  a 
natural  for  the  best-selling  \  \ 
brands  of  soft  drinks, 
mouthwash,  ^ 
juices,  fruit 
drinks  and  pre-  f^- 
mixed  cocktailL 

Beer  is  going 
great  in  glass 
bottles,  too.  Bottle 
shipments  in- 
creased to  nearly 
17  billion  containers  in  1980. 
As  Chris  Schenkel  says  for  us 
on  TV  and  radio,  "The  Good 
Taste  of  Beer  Comes  in  a  Bottle.' 


Everything  looks  great  in  O-l  glass 

And  we  have  the  latest  

twists  in  closures,  too. 


Libbey "  Leads  in 
Glassware 

Glass  shows  its  class  on 
your  table,  too. 
Our  Libbey  Glass 
Division  creates 
hundreds  of 
popular  priced 
ideas  ever/  year 
in  home  and  insti- 
tutional glassware. 


Libbey  is  the  word 
for  innovation  in 
glassware  — at 
home  and  away. 


In  1980,  Libbey 
introduced  some 
325  new  styles, 
shapes  and  decorations.  So 
It's  not  surprising  that  surveys 
continue  to  identify  Libbey  as 
the  best  known  name  in  table 
glassware. 

Glass.  It's  the  2,000-year- 
old  vintage  idea  in  packaging. 
At  0-1,  we're  making  it  newer 
every  year 


We  have  what  it  takes. 


O] 

OWENS-ILLINOIS 


Toledo,  Ohio  43666 


Some  people  call  it  a  'vast  wasteland'  artisti- 
cally, but  the  television  indtistry  is  a  fertile 
field  for  accounting  gimmickry. 


A  question 
of  judgment 


Numbers  Game 


By  Thomas  Baker 

THERE  HAVE  BEEN  television  series 
on  just  about  every  profession 
known  to  man  except  one:  the  ac- 
counting profession.  You  think  some- 
thing hke  The  Youn^  Accountants  would 
bomb  in  prime  time?  Don't  be  so  sure. 
After  all,  top  network  executives  seem  to 
find  accountants  absolutely  fascinating. 
See  if  this  real-life  adventure  in 
the  accounting  department  at 
ABC  grabs  you. 

Tucked  away  in  the  middle  of 
an  ordinary-looking  press  re- 
lease mailed  out  by  ABC  in  De- 
cember was  a  line  noting  that 
the  method  of  assigning  ex- 
penses to  each  showing  of 
prime-time  series  and  movies 
was  being  changed.  Trivial?  Not 
to  an  experienced  broadcast  ac- 
countant. That  little  change 
could  make  quite  a  difference  on 
the  bottom  line. 

The  three  networks  don't 
really  like  to  tell  how  they  han- 
dle the  costs  of  their  programs. 
It  won't  do  much  good  looking 
in  their  annual  reports  either. 

There's  no  line  that  describes 
the  network's  annual  program 
expenditures.  That  number  is  top 
secret.  When  a  network  buys  the 
rights  to  show  a  series  or  film,  that  amount 
goes  on  the  balance  sheet  under  the  head- 
ing "program  rights" — in  effect,  the  net- 
work's inventory  of  shows  still  to  be 
broadcast.  The  question  is:  How  much  of 
those  costs  are  charged  off  on  the  income 
statement  each  time  the  show  is  on? 

ABC's  practice,  says  Ted  lames,  ana- 
lyst at  Montgomery  Securities,  had  been 
to  charge  around  80%  of  the  cost  of  the 
show  or  film  the  first  time  it  goes  on  the 
air.  This  makes  sense.  Ad  revenues  on 
the  first  airing  are  usually  higher  than 


later  ones,  and  there's  no  knowing  how 
long  it  will  run.  When  the  show  is  broad- 
cast again,  that  leaves  only  around  20% 
of  the  cost  still  to  be  charged  off. 

What  ABC  seems  to  have  done  is  reduce 
that  first-time  charge  from  80%  to  around 
75%  of  the  show's  cost.  That  doesn't 
sound  like  much  until  you  consider  the 
numbers  involved.  "You're  probably  look- 
ing at  around  $500  million  in  first-run 
programs  at  ABC  during  1980,"  says 
james,  "so  if  you  start  shifting  5%  around, 
you're  talking  about  $25  million,  or  $12.5 


million  after  taxes.  When  you  realize  that 
it's  all  being  lumped  basically  into  two 
quarters,  it's  big." 

For  ABC,  that  liitle  switch  could  well 
turn  a  loss  into  a  profit  in  the  first  quar- 
ter of  this  year  and  could  also  boost  earn- 
ings thereafter. 

Of  course,  from  the  auditors'  point  of 
view,  there  is  nothing  wrong  with  doing 
a  little  shifting  like  this — as  long  as  it's 
within  reason.  Management  is  supposed 
to  know  better  than  their  CPA  firm  how 
much  revenue  can  be  expected  on  these 


later  broadcasts,  if  any.  "As  long  as  th 
ludgment  doesn't  look  too  unreasonable 
it  would  probably  be  accepted,"  say 
Roger  Cason,  partner  at  Main  Hurdma: 
Cranstoun.  "It  is  a  judgment — an 
who  am  I  to  say  that  your  judgment  i 
wrong  in  your  business?"  The  auditin 
regulations  in  the  area  require  only  thi 
more  than  50%  of  the  show's  cost  b 
recognized  on  the  first  broadcast — an 
that  shows  don't  stay  on  the  balanc 
sheet  long  after  they're  dead  and  gone. 

Deferring  the  writeoff  of  bombs  was! 
common  route  to  high  profits  in  th 
movie  industry  until  1973,  when  pra( 
tices  there  were  tightened  up  considei 
ably.  But  the  networks  may  still  have 
few  skeletons  in  their  closets.  Reluctar 
to  clobber  earnings  by  writing  off  bomt 
in  the  program  rights  "inventory,"  thei 
closets  may  be  bulging.  "At  a  certai 
point  they're  just  going  to  have  to  fac 
the  music,"  complains  one  broadcast  ar 
alyst.  "In  the  past,  you  could  do  that  for 
couple  of  years  and  then  a  good  year  bail 
you  out.  Now  what  if  you're  facing  a  fe^ 
years  with  not-so-terrific  earnings,  an 
you've  still  got  that  inventory?" 

All  three  networks,  faced  with  sluggis 
revenues  in  1980  and  skyrocketing  pre 
gram  costs,  have  good  reason  to  ludge  th 
expected  life  of  its  shows  more  charitabl; 
But  ABC  may  feel  especially  charitabl 
toward  itself.  More  conservative  in  wri 
ing  off  shows  than  the  other  tw( 
it  also  has  been  spending  larj 
amounts  on  first-run  films  ( 13  i 
the  fourth  quarter  of  1980  alom 
rs  4  in  the  same  period  in  1979 
So  ABC  may  only  be  bringing  ii 
program  costing  in  line  with  ii 
dustry  practice. 

The  point  is,  network  manage 
ments  can  change  their  mine 
conveniently  about  the  pro: 
pects  of  shows  anytime  the 
need  an  earnings  boost — and  fe' 
shareholders  would  be  the  wis( 
for  it. 

Forbes  1, 
feds  1 

In  the  avalanche  of  year-end  le^ 
islation  and  regulations  froi 
Washington,  the  final  score- 
for  the  Numbers  Game,  £ 
least — stands  at  a  tie. 
First,  the  good  news.  The  Internal  Re^ 
enue  Service's  controversial  regulation 
on  what's  debt  and  what's  equity  in 
company  have  gone  through  some  fa: 
reaching  changes.  The  proposed  rule 
said,  among  other  things,  that  all  det 
held  by  a  company  with  a  debt-to-equit 
ratio  of  greater  than  10-to-I  had  to  b 
considered  equity  at  tax  time.  Thi 
meant  that  interest  payments  on  th 
"debt"  would  no  longer  be  tax  deduc 
ible — bad  news  for  highly  leveraged  sma 
businesses,  particularly  struggling  ne^ 
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AT  THESE  GREAT  HOTELS, 
YOifSE  WORTH  WAITING  FOR 

With  an  American  Express  Card  Assured  Reservation 
there's  a  room  waiting,  even  if  you're  hours  late. 


Any  review  of  great  American^ 
L  hotels  would  have  to 
include  the  unique  establish- 
ments below.  These  hotels  all 
share  a  common  tradition  of 
luxury  and  first-class  service. 

You  can  use  the  American  Express® 
Card  at  all  of  them,  of  course.  And  now  you  can 
make  an  American  Express  Card  Assured  Reser- 
vation,"' too.  With  an  Assured  Reservation,  the  hotel 
will  keep  a  room  waiting  for  you  right  up  until  check- 
out time  the  next  day. 

And  if  for  any  reason  a  room  isn't  available  when 
you  arrive,  the  hotel  will  pay  for  a  room  at  a  compar- 
able hotel,  transportation  there,  and  a  phone  call. 
If  your  plans  change,  call  the  hotel  before  6  RM. 
their  time  (4  P.M.  at  resorts)  to  get  a  cancellation 
number  so  you  won't  be  billed.  And  if  you  don't  al- 
ready have  the  American  Express  Card,  call  800- 
528-8000  for  an  application.  Remember,  at  these 
great  hotels,  you're  worth  waiting  for.'"' 

Just  a  few  steps  from  Bourbon 
Street,  the  Business  District  and 
the  Cultural  Center— right  in  the 
heart  of  the  French  quarter— 
you'll  find  the  enchanting  Maison 
Dupuy.  It's  filled  with  so  much 
French  ambiance  and  history, 
you'll  think  they've  turned  back 
the  clock  to  the  days  of  the 
French  founders.  The  rooms 
are  furnished  in  a  traditional 
French  Provincial  decor.  And  there's  even  a  French 
restaurant,  Le  Bon  Creole,  that's  known  for  its  au- 
thentic "Cajun"  cookery. 

The  Maison  Dupuy  Hotel,  1001  Rue  Toulouse  at 
Burgundy,  New  Orleans,  LA  70112.  Toll-Free 
800-535-9177.  In  Louisiana- (504)  586-8000, 

Deep  in  the  heart  of  San  Antonio,  there's  a  hotel 
filled  with  antique  furnishings.  Here,  Texas  cattle- 
men and  European  royalty  can 
both  feel  right  at  home.  It 
has  a  world-famous  collection 
of  Ming  vases,  a  gold-leafed 
rosewood  piano  from  Russia, 
and  a  sun-filled  Spanish 
veranda.  It  also  has  the 
Garden  Room,  long  con- 
sidered to  be  one  of  San 
Antonio's  finest  restaurants 
St.  Anthony  Hotel, 
300  East  Travis, 

San  Antonio,  TX  78205,  (512)  227-4392 
Toil-Free  800-531-5766. 


THE  MAISON  DUPUY  HOTEL 
NEW  ORLEANS 


ST.  ANTHONY  HOTEL 
SAN  ANTONIO 


Close  your  eyes  and  imagine  a  secluded  beach 
with  palm  trees,  thatched  roofs  and  a 
Hawaiian  village  that's  existed  for 
centuries.  Now,  open  your  eyes  to  the 
Kona  Village  Resort.  Its  acres  of  beauti- 
tul  scenery  will  separate 
you  from  the  rest  of 
the  world.  You'll 


find  95  comfortable 
thatched  "hales,"  sailing, 
tennis,  a  glass-bottom 
boat,  and  a  traditional 
Hawaiian  luau  every 
Friday.  But  you  won't  find 
crowds,  concrete,  traffic 
or  a  lack  of  things  to  do. 
Kona  Village  Resort, 
RO.  Box  1299, 
Kaupulehu-Kona,  HI  96740,  (808)  325-5555. 

Whether  you're  looking  for  a  family  fun  spot  or 
the  perfect  place  for  business— you  needn't 
look  any  further  than  the 
Writers'  Manor.  Here 
you'll  find  everything 
from  a  spectacular  view 
of  the  snowcapped 
Rockies  to  first-run 


KONA  VILLAGE  RESORT 
KAUPULEHU-KONA,  HAWAII 


WRITERS'  MANOR 
DENVER 


movies  in  your  ^^^-^""''''^ 
own  room.  There 
are  meeting  rooms  for 
groups  of  20  to  400.  After  working  all  day,  you  might 
want  to  take  a  dip  in  one  of  the  two  year-round  pools, 
play  tennis  or  racquet  ball,  or  feast  at  Henri's  world- 
famous  Tudor  Crown  Restaurant  &  Pub. 
Writers'  Manor,  1730  South  Colorado  Blvd., 
Denver,  CO  80222 ,  (303)  756-8877.  ToII-Free 
800-525-8072. 

Everything  at  the  Beverly  Hillcrest  is  spectacular- 
starting  with  the  panoramic  view  from  the  12- 
story  glass  elevator.  Once  you  get  to 
the  top,  you  may  never  want  to 
come  down.  But  you'll  have  to 
to  enjoy  the  famous  Portofino 
Room,  a  restaurant  modeled 
after  the  old  inns  of  the 
Italian  Riviera.  And  when 
you're  ready  to  turn  in, 
your  king-sized  bed,  your 
remt)te-control  color  tele- 
vision and  your  private 
balcony  will  be  waiting. 
The  Beverly  Hillcrest  Hotel, 

Beverwil  Dr.  at  Pico  Blvd.,  RO.  Box  3065,  Beverly 
Hills,  CA  90212,  (213)  277-2800. 


THE 

BEVERLY  HILLCREST  HOTEL 
BEVERLY  HILLS 


The  American  Express*Card.  Don't  leave  home  without  it.'" 


Numbers  (jiaine 


ventures.  The  rules  also  laid  out  some 
other  situations  where  a  company's  debt 
suddenly  became  equity,  such  as  when  a 
lender  who  also  owns  stock  gets  lenient 
on  the  terms  of  a  loan. 

Swamped  with  unfavorable  com- 
ments— not  least  from  Forbes  (Numbers 
Game,  June  9  and  Sept.  15,  ;9^0;— the  IRS 
saw  the  error  of  its  ways.  In  the  final 
regulations,  the  above  rules  still  hold,  but 
with  a  big  difference:  The  debt  only 
counts  as  equity  if  it's  held  by  someone 
who  also  holds  around  the  same  propor- 
tion of  the  company's  stock.  Example:  If 
a  bank  supplies  a  company's  debt  but  all 
the  stock  is  held  by  the  founders,  the 
debt  stays  debt,  no  matter  what  the  ra- 
tio. But  let's  say  the  company's  four 
stockholders,  each  with  25%  of  the 
shares,  also  put  up  most  of  the  debt.  If 
the  debt-to-equity  ratio  tops  IO-to-1, 
then  that  debt  is  the  same  as  equity,  says 
the  IRS,  and  the  hammer  falls. 

What  this  means,  in  short,  is  that 
firms  where  over  half  the  debt  is  held  by 
someone  who  isn't  a  stockholder  are 
safe,  and  a  lot  of  small  businesses  can 
breathe  easier.  There  is,  however,  one 
other  restriction  on  venture-capital 
deals,  such  as  leveraged  buyouts,  where 
complicated  setups  with  convertible 
debt  and  contingent  payments  are  com- 
mon. If  the  market  value  of  that  debt  is 
worth  less  than  half  of  what  it  would  be 
worth  without  all  those  extra  features, 
it's  equity,  not  debt.  The  idea  is,  if 
you're  only  making  the  loan  to  get  all 
the  stock  features  that  go  with  it,  it's 
not  really  a  loan. 

All  this  is  a  big  improvement  over  the 
proposals  and  previous  case  law,  agrees 
Ernst  Whinney  partner  David  Beren- 
son,  but  he  points  out  that  anything  that 
tightens  up  on  small-business  financing 
is  going  to  cause  problems.  "When 
you've  got  a  credit  crunch  looming,"  he 
warns,  "creditors  are  going  to  have  to 
ease  up  on  terms,  and  in  many  cases  that 
will  force  businesses  into  these  equity 
situations."  He  predicts  a  rush  to  put 
deals  in  place  before  the  regulations  take 
effect  Apr.  30. 

On  another  front,  our  warning  protests 
went  unheeded:  the  final  version  of  the 
Bankruptcy  Tax  Act  (Nitmhers  Game,  Feb. 
4,  1980).  Here,  the  proposal  said  that  a 
solvent  company  buying  back  its  own 
bonds  at  a  discount — a  common  occur- 
rence in  today's  bond  market — would 
have  to  report  that  discount  as  taxable 
income.  (Previously  most  companies  had 
been  able  to  write  down  a  nondeprecia- 
ble asset  and  thus  avoid  any  taxes.)  In 
addition,  the  bill  required  bankrupt  com- 
panies to  deduct  from  assets  in  a  stan- 
dard sequence  any  debt  forgiven  by  credi- 
tors. Sadly,  the  first  to  go  would  be  their 
tax-loss  carryforward — perhaps  the  most 


valuable  attribute  bestowed  by  the  whole 
bankruptcy  process. 

The  sight  of  all  that  untaxed  money 
was  too  much  for  Congress  and  the  Trea- 
sury Department.  The  bill  passed  essen- 
tially unchanged.  One  compromise  did 
emerge:  A  solvent  company  will  have 
the  option  of  either  reporting  "profit" 
from  a  bond  buyback  on  its  tax  return  or 
writing  down  its  depreciable  assets  by 
that  amount.  For  instance,  TWA  has 
some  4%  long-term  bonds  outstanding, 
selling  at  just  over  $400 — a  discount  of 
$600  from  the  original  issue  price.  As- 
suming TWA  were  interested  in  buying 
back  some  of  those  bonds  to  reduce  debt, 
It  would  either  have  to  report  $600  in- 
come on  each  bond  or,  say,  write  down 
its  airplanes  by  $600  for  each  bond.  If  it 
picks  the  former,  it  pays  taxes  right 


away;  in  the  second  case,  because  of  lov 
er  depreciation,  it  pays  the  taxes  on  th 
installment  plan.  Either  way  will  prol 
ably  make  the  practice  extinct. 

The  new  law  does  a  good  |ob  trying  t 
avoid  giving  bankrupt  companies  unfa 
advantages.  But  that  doesn't  mean 
won't  hurt.  "To  the  extent  that  peopl 
will  want  to  take  a  chance  on  rehabilita 
ing  the  company,  reducing  carryforwarc 
and  the  other  attributes  will  make  it  thj 
much  less  attractive,"  notes  Robert  Wi 
lens,  a  manager  at  Peat,  Marwiek,  Mitel 
ell.  "It  could  scare  away  a  lot  of  people 
There  is,  however,  one  interesting  loo] 
hole:  Companies  filing  during  1981  wi 
have  the  option  of  being  treated  eithi 
under  the  new  law  or  the  old  law.  So,  ft 
bankruptcies,  at  least,  it  could  be  a  bai 
ner  year. — Thomas  Baker 


The  Thor  Power  Tool  decision  has  been  de 
scribed  as  the  first  step  to  book  burning.  Doet 
the  Supreme  Court  really  want  book  burning: 


In  defense 
of  Thor 


By  Richard  Greene 


ABOUT  A  YEAR  AGO,  the  Supreme 
Court  handed  down  a  ruling  on  a 
$25  million  machine-tool  manu- 
facturer named  Thor  Power  Tool  that 
sent  shock  waves  through  a  number  of 
corporate  boardrooms.  Senator  Pat 
Moynihan  (D-N.Y.)  plans  to  introduce  a 
bill  in  February  that  would  quiet  some  of 
the  corporate  cries  of  pain  by  softening 
the  court's  ruling. 

The  decision  said,  basically,  that  if  a 
company  took  a  writedown  on  inven- 
tories. It  had  better  be  able  to  prove  the 
writedown  was  justified  or  else  the  IRS 
would  disallow  it.  If  the  firm  wrote  down 
its  stock  of  widgets  from  $3  million  to  $1 
million,  even  though  they  could  still  be 
sold  for  $3  million,  it  had  better  not  sell 
them  subsequently  for  more  than  $1  mil- 
lion or  it  would  be  subject  to  back  taxes. 
When  the  industries  affected — any  busi- 
ness that  maintains  large  inventories  for 
long  periods  of  time,  such  as  replacement 
parts,  whether  for  autos,  appliances,  in- 
dustrial equipment  or  whatever — real- 
ized what  had  hit  them,  they  raised  a 
great  ruckus.  None  was  more  voluble  and 


vitriolic  than  the  publishing  industr 
which  called  the  decision  catastrophi 
The  publishers — and  others — have  bee 
fighting  hard  ever  since  to  get  Congre; 
to  take  legislative  action. 

Certainly  the  opponents  of  Thor  wei 
convincing  when  they  argued  that  tt 
ruling  would  hurt  their  profits  severe! 
On  the  other  hand,  it  hardly  seems  poss 
ble  that  the  wise  men  in  the  Suprerc 
Court  collectively  went  off  their  rocker 
Forbes  sought  out  a  supporter  of  th 
much-maligned  decision.  In  the  follov 
ing  conversation  with  Calvin  lohnson, 
law  professor  at  Rutgers  University  an 
the  author  of  a  "friend  of  the  court"  brn 
to  the  Supreme  Court  on  the  Thor  cas 
Forbes  encountered  a  persuasive  defeni 
indeed. 

Forbes.  How  broadly  did  Thor  cha)i^e  t). 
nation 's  ta,\  policies.^ 

Johnson  It  didn't  change  them  at  al 
Thor  Power  was  simply  a  Supreme  Cou 
decision  that  says  the  regulations  in  e 
feet  mean  what  they  say.  It's  like  th 
statutes  against  adultery  are  legal  stai 
utes,  but  until  someone  starts  treatirl 
them  as  such,  they're  not  real  law. 

Now,  with  this  decision,  you've  got  ^ 


^4 
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rs  A^svciaie  Prufessur  Call  hi  Johnson 
:  burning  is  had  business. 

inventory  losses  have  really  oc- 
d,  in  fact,  before  you  can  take  them 
X  losses. 

/,  if  the  decision  didn 't  really  change 
ing.  then  why  all  the  fuss? 
ere's  always  a  disproportionate 
int  of  noise  from  the  people  who 
bad  news,  and  there's  a  tendency  to 
:he  messenger.  Thor  is  a  bad-news 
ion.  It  informed  all  the  IRS  agents 
this  is  an  area  they  should  look  at 
ully.  These  agents  aren't  even 
i,  they're  bookkeepers.  So,  I 
dn't  be  surprised  if  a  lot  of  these 
:s  have  been  going  along  with  illegal 
itory  writeoffs  all  along.  But  Thor 
cizes  to  them  that  inventory  write- 
vere  not  legal  for  tax  purposes  and  so 
re  going  to  start  to  act  differently. 
'  phony  inventory  writeoffs  are  accept- 
or financial  reporting,  right? 
re,  but  there's  the  assumption  that 
ling  that's  good  for  financial  pur- 
)  is  also  good  for  tax  purposes, 
's  not  true.  We  compute  income  for 
icial  purposes  in  a  completely  differ- 
Mny  from  income  tax.  The  pressures 
iffcrent. 

:ause  the  tax  man  wants  everybody  to 
t  high  earnings  and  pay  a  lot  of 

course,  the  companies  themselves 
:  to  report  high  earnings  creep/  when 
mes  to  their  taxes.  People  want  to 

their  tax  losses  when  they  want. 
'  want  to  get  them  in  their  best 
<et  year,  in  the  year  in  which  those 
s  will  do  the  most  good  against  the 


highest  income  bracket.  They  like  to 
have  discretionary  tax  deductions  run- 
ning around. 

'I  hat  makes  it  sound  like  so  much  fine 
tuning.  But  the  publishers  claim  this  is  a 
matter  of  survival.  They  say  if  they're  forced 
to  prove  their  writedoivns,  they'll  have  to 
start  burning  stocks  of  books. 

Burning  is  not  good  tax  advice.  I  don't 
think  a  tax  lawyer  ever  told  them  to 
burn.  You're  always  better  off  selling 
than  burning,  because  the  economics 
don't  work  out. 

For  example'^ 

Let's  say  you  manufacture  a  book  for 
$4  and  are  planning  to  sell  it  for  $10.  But 
it  doesn't  sell.  If  you  destroy  it  to  prove 
that  it's  worthless  and  get  the  deduction, 
and  you're  in  the  50%  bracket,  you'll  get 
$2  of  immediate  value. 

But  if  you  sell  it  in  a  couple  of  years 
for  $5,  say,  you'll  have  $5  hard  cash. 
You'll  pay  tax  on  the  $1  of  profits,  of  50 
cents.  So,  that  leaves  you  with  $4.50  in 
a  couple  of  years,  as  opposed  to  $2 
today.  Even  with  today's  inflation, 
you've  come  out  ahead. 

But  what  if  you  can't  get  even  that  mucn 
for  the  book?  What  if  you  have  to  sell  the 
books  en  mcL'^e  for  50  cetits  apiece? 

It's  still  better  to  sell  than  to  burn.  If 
you  burn,  you've  got  the  $2  in  tax  sav- 
ings. But  if  you  sell  the  book  for  50 
cents,  then  you've  got  a  $3.50  writeoff — 
a  real  writeoff — that's  worth  $1.75.  Add 
back  the  50  cents  sales  price  and  you 
have  $2.25.  That's  obviously  better  than 
burning. 

Remember,  you  will  always  get  your 
writeoff  in  time,  if  it  is  really  coming 
to  you. 

Fine,  so  burning  is  bad  business.  But  the 
publishers  are  also  concerned  that  they'll 
have  to  stop  printing  small  runs  of  risk)' 
books  that  may  twjt  sell.  They  say  this  ivill 
hurt  the  small,  vulnerable  houses  that  pro- 
duce experimental  titles. 

The  industry  is  not  in  good  shape.  And 
so  they're  looking  for  a  way  to  survive. 
The  tax  deductions  only  help  the  healthy 
members  of  the  industry  anyway.  Those 
companies  that  are  losing  money  can't 
see  the  losses  because  they  don't  have 
any  income  against  which  to  put  the 
losses. 

But  you  cannot  deny  that  Thor  Power 
will  hurt  the  industry  as  a  whole,  and 
potentially  deprive  society  of  a  number  of 
new  books. 

My  reaction  is,  if  you're  conceding 
that  the  deduction  makes  no  economic 
sense  whatsoever,  then  we  ought  to  bud- 
get it  as  a  clear-cut  handout,  not  an  off- 
budget  handout.  It  ought  to  be  a  straight- 
forward decision  that  society  has  made 
that  we're  going  to  take  some  money  out 
of  food  stamps  or  tanks  and  put  it  into 
the  publishers.  Somehow  I  think  that 
when  we  look  at  our  subsidies,  we've  got 
to  be  more  careful  about  where  they're 
going.  ■ 


Own  a  bottle. 


Its  worth  the 
price  to  have  at  least  one 
thing  in  your  life  that's 
absolutely  perfect. 


Tanqueray  Gin.  A  singular  experience. 
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81  JAGUAR 


BREDID  BETHE  BESTJAGUAR  IN  HISTORY 


For  more  than  fifty  years,  the  superb 
thoroughbred  motorcars  of  Jaguar 
have  made  history  on  the  world's 
racetracks  and  in  the  annals  of  classic 
automotive  design. 

This  newest  Jaguar,  the  Series  ill, 
also  makes  history,  simply  by  being  the 
best  Jaguar  sedan  ever  built. 

The  Series  III  is  powered  by  the  most 
advanced  version  of  Jaguar's  legend- 
ary 4.2  liter  double  overhead-cam  Six. 
Electronically  fuel  injected,  with  a 
Bosch  Lucas  system,  this  vividly  re- 
sponsive power  plant  also  has  a  thor- 
oughly dependable  electronic  ignition 
and  a  separate,  electronic  cold  start 
enrichment  system,  making  this  latest 
Jaguar  the  most  reliable  ever. 

Like  all  Jaguars,  the  Series  III 
moves,  handles  and  responds  with  a 


special  grace.  Four  wheel  indepen- 
dent suspension  gives  the  car  a  re- 
markable feel  for  the  road,  regardless 
of  the  quality  of  the  road  surface.  A  very 
precise  rack  and  pinion  power  steering 
system  assures  positive  directional  re- 
sponse. Power  disc  brakes  on  all  four 
wheels  stop  the  Jaguar  decisively. 

Bred  in  a  tradition  of  rich  but  under- 
stated luxury,  the  Jaguar  Series  ill 
provides  both  an  elegant  ambience 
and  the  latest  in  electronic  technology 
The  classic  Jaguar  luxury  is  reflected 
in  such  things  as  the  dashboard  ve- 
neered in  rare  walnut  burl,  the  seat  fac- 
ings covered  in  supple  topgrain  leather 
and  impressive  silence  in  motion.  The 

JAGUAR 

M  A  BLENDING  OF  ART  AND  MACHINE 


latest  technology  is  apparent  in  the! 
self  adjusting  heating  and  air  condition 
ing,  power  driver's  seat,  power  side-i 
view  mirrors,  stereo  AM  FM  radio  with| 
station-seeking  tuner  and  cassette,  an 
antenna  that  disappears  when  the  en- 
gine is  turned  off.cruise  control,  electric 
sunroof,  and  alloy  wheels :  all  standard. 


THE  BEST  JAGUAR  WARRANTY  IN  HISTORY. 

So  great  is  Jaguars  confidence  in  the 
Series  III  that  for  1981  models  the 
basic  12-month  limited  warranty  is  ex- 
tended to  cover  the  power  tram  for  a 
full  fiA'o  years  or  50.000  miles,  which- 
ever comes  first.  For  full  details  of  this 
remarkable  warranty  see  your  Jaguar 
dealer.  For  your  nearest  dealer  call  toll- 
free:  (800)  447-4700  or.  in  Illinois. 
(800)  322-4400 


M  Jaguar  Rover  Triumph  Inc.  Leonia,  N.J.  07605. 


handle  10  million  to  12  million  tons  per 
year  for  the  Far  East  market.  Nearby  Bel- 
lingham,  Wash,  has  plans  for  a  $50  mil- 
lion project.  And  on  the  East  Coast,  ex- 
pansion is  on  the  way  not  only  at  Nor- 
folk, Newport  News  and  Baltimore — 
currently  the  most  active  coal  ports — but 
also  at  Camden,  N.).,  Philadelphia,  More- 
head  City,  N.C.  and  Savannah,  Ga.  Even 
New  York  is  pondering  a  coal  export 
terminal.  On  the  Gulf,  Mobile,  Ala.,  Ba- 
ton Rouge  and  New  Orleans  are  also  in 
the  act. 

Despite  this  feverish  activity,  some 
experts  think  the  coal  boom  is  merely 
the  temporary  result  of  miners'  strikes  in 
Australia  and  Poland.  Others  expect  it 
will  continue.  The  leaders  of  the  Western 
governments,  for  example,  agreed  at 
their  most  recent  economic  summit  to 
double  coal  production  and  use  by  1990. 
In  addition,  a  respected  MIT  study  pre- 
dicts that  the  U.S.  could  be  exporting  as 
much  as  240  million  tons  of  coal  by  the 
year  2000 — more  than  3  times  the  cur- 
rent figure.  Finally,  the  latest  oil  price 
increases  forced  more  European  utilities 
to  switch  to  coal,  and  they're  already 
shopping  in  North  America. 

If  history  is  any  guide,  however,  it 
won't  be  easy  for  the  ports  to  share  a 


cars  trailing  to  he  uyiloiidcd  in  the  I'orl  i ij  Bciltiniorc 

'.r  175  ships  are  currently  waiting  off  the  East  Coast  to  take  on  coal. 


)e  snaildarter  isnt  a  saltwater  fish.  But  the 
me  protests  that  made  it  a  political  issue 
ay  now  be  holding  down  coal  exports. 


Shaping  up 
to  ship  out 


By  Jean  A.  Briggs 


I  o  everyone's  surprise,  the  U.S. 

sold  $3.7  billion  worth  of  coal  to 
I  overseas  customers  last  year, 
at  few  people  realize,  however,  is  that 
re  were  eager  buyers  lined  up  for  near- 
$500  million  more.  That  business 
n't  come  through  because  exporters 
rally  couldn't  deliver.  Coal-carrying 


ships  had  to  wait  as  long  as  60  days  off 
Maryland  and  Virginia  to  take  on  their 
cargoes. 

The  situation  has  yet  to  improve.  Over 
175  colliers  are  currently  waiting,  but  if 
port  authorities  have  their  way,  it  will. 
Nearly  two  dozen  ports  have  announced 
plans  for  new  coal  export  facilities.  Port- 
land, Ore.,  for  example,  will  ask  for  bids 
soon  on  a  $30  million  terminal  that  could 
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Rising  premiums  for  both  medical  and 
hospital  insurance  are  causing  many 
firms  to  consider  HMOs  -  an  attractive 
alternative  to  conventional  insurance 
systems. 

INA  reviev^s  an  important  develop^ 
ment  in  the  area  of  health  care. 


HMOs,  in  return  tor  a  fixed 
monthly  fee,  provide  their 
nearly  9  million  current  mem- 
bers with  total  health  care,  for 
everything  from  a  preventive 
checkup  to  open-heart  surgery. 

Unlike  conventional  health 
insurers,  an  HMO  does  not  re- 
imburse a  company's  employees 
for  medical  and  hospital  ex- 
penses. Instead,  the  HMO  is  a 
prepaid  health  plan  that  provides 
services  directly  to  its  members. 
Charges  usually  are  shared  be- 
tween the  employer,  who  pays 
the  larger  part,  and  the  em- 
ployee, via  payroll  deductions. 


Typically  in  health  plans, 
physicians,  dentists,  adminis- 
trators and  technicians  work  to- 
gether in  medical  centers 
equipped  with  all  needed  facili- 
ties—offices  ,  examination 
rooms,  laboratories,  and  x-ray 
services.  Some  very  large  HMOs 
also  include  entire  hospitals,  but 
most  contract  for  hospital  ser- 
vices locally. 

Health  plans  cover  every- 
thing from  a  scratch  to  radiation 
therapy.  Except  for  some  small 
out-of-pocket  payments,  there 
are  no  "deductibles."  Even  rou- 
tine outpatient  services,  such  as 


children's  checkups  and  immu- 
nization shots,  usually  are  cov- 
ered by  the  prepaid  fee.  As  a 
result,  health  plan  members  of- 
ten receive  more  comprehensive 
health  care  benefits  per  dollar 
than  under  conventional  insur- 
ance plans. 

The  health  plan's  income  is 
fixed  by  its  membership  fees. 
That's  a  strong  incentive  to  keep 
the  members  well,  and  leads  to 
emphasis  on  preventive  health 
care  through  regular  physical 
examinations  and  continuing 
health  care  education. 

Reduces  hospital  days 

Health  plans  seek  to  contain 
hospital  costs  by  reducing  the 
number  and  duration  of  hospital 
stays,  sometimes  by  prescribing 
outpatient  treatment,  and  by 
eliminating  hospital  days  which 
attending  physicians  agree  are 
unnecessary.  Health  insurance 
plans  usually  have  less  incentive 
for  such  reductions,  since  most 


n  Health  Care 


of  the  ultimate  costs  are  borne 
by  a  third  party-the  employer's 
insurer. 

Health  plan  results  have 
been  impressive.  According  to  a 
197 9  study,  the  health  plans  sur- 
veyed averaged  only  412  hospi- 
tal days  per  thousand  members 
each  year.  By  contrast,  members 
of  some  conventional  health  in- 
surance plans  average  over  800 
hospital  days  per  thousand 
members. 

This  means  less  pressure  for 
higher  health  plan  rates,  so 
many  plans'  charges  are  compet- 
itive  with  the  premiums 
charged  by  comparable  health 
insurance  plans.  In  addition,  the 
health  plan's  emphasis  on  pre- 
ventive care  means  employers 
benefit  from  lower  absenteeism 
and  fewer  disability  payments. 

When  business  and  doctors 
support  local  plans,  the  promise 
quickly  becomes  a  reality.  For 
example,  nearly  20%  of  the  pop- 
ulation in  the  Minneapolis- 


St.  Paul  area  is  enrolled  in  sev- 
eral aggressively  competing 
health  plans.  Participation  may 
soon  reach  50%.  To  remain  com- 
petitive, conventional  insurers 
in  the  area  are  offering  more 
generous  benefits  and  pruning 
wasteful  expenditures,  espe- 
cially excessive  hospitalization. 

Consider  the  alternative 

By  law,  companies  with 
more  than  25  employees  must 
offer  health  plan  services  as  an 
alternative  to  conventional 
health  insurance  plans,  if  a  fed- 
erally qualified  pre-paid  plan 
applies  for  consideration.  This 
"dual  choice,"  putting  health 
plans  and  insurance  plans  side 
by  side,  gives  employees  greater 
understanding  of  the  options 
available. 

Since  the  first  Health  Main- 
tenance Organizations  were 
founded  nearly  half  a  century 
ago,  they  have  been  sponsored 
by  physicians,  hospitals,  insur- 


ance companies,  universities 
and  consumer  groups.  An  INA 
Corporation  company,  INA 
Healthplan,  operates  a  growing 
number  of  health  plans  in  the 
United  States. 

Comprehensive  services 

Recognizing  and  meeting 
complex  needs,  such  as  provid- 
ing efficient  employee  health 
care,  typifies  INA's  comprehen- 
sive approach  to  increasingly 
sophisticated  business  and  in- 
surance problems. 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall, 
Philadelphia.  Today  it  is  the 
largest  component  of  INA 
Corporation's  international  net- 
work of  insurance,  financial, 
and  health  care  interests.  In 
property  and  casualty  insurance 
and  risk  management  services, 
life  and  group  insurance,  health 
care  management  and  financial 
services,  INA  and  its  affiliated 
companies  offer  a  unique  combi- 
nation of  products  and  services 
to  business  and  industry 
worldwide. 

For  an  informative  booklet 
on  prepaid  health  care  plans, 
write  INA,  1606  Arch  Street, 
Dept.  R,  Philadelphia,  PA 
19101. 


The  Professionals 


laping  up  hospitals 


HMOs  seek  more  efficient  health  care  by  pro- 
ing  an  alternative  to  the  third-party  insurance 
:em.  Professional  hospital  management  com- 
ies  pursue  the  same  goal  through  containment 
lospital  costs. 

Results  are  proving  proper  management 
hospital's  resources  can  improve  the 
lity  of  patient  services— while  strength- 
rig  financial  stability. 
Hospital  Affiliates  International,  an 
\  Corporation  company,  originated  the 
cept  of  managing  hospitals  owned  by 
ers.  Today  it  is  one  of  the  largest,  most 
erienced  firms  in  this  growing  field. 


piece  of  this  action.  The  new  facilities 
they  are  scrambling  to  build  may  not  be 
in  place  for  years.  Why?  The  same  envi- 
ronmental laws — the  National  Environ- 
mental Policy  Act,  the  Clean  Air  Act,  the 
Coastal  Zone  Management  Act — that 
have  limited  use  of  coal  in  the  U.S.  are 
also  hindering  port  development. 

Look  what  happened  m  Baltimore. 
Eleven  years  ago  officials  there  decided  to 
deepen  the  main  harbor  channel  from  42 
feet  to  50  feet  so  it  could  accommodate 
larger  ships.  They  went  through  normal 
procedures,  applying  to  the  Army  Corps 
of  Engineers  to  do  the  job.  The  Corps 
agreed,  but  environmentalists  launched 
an  epic  protest  against  a  planned  dredge 
disposal  site.  Last  November,  m  the  U.S. 
Supreme  Court,  Baltimore  won  its  final 
approval.  Dredging,  however,  hasn't 
started  yet.  Says  Maryland  Port  Adminis- 
trator W.  Gregory  Halpin,  "We  hope  it 
will  begin  in  a  few  months." 

Suppose,  for  a  moment,  that  that  chan- 
nel had  already  been  deepened  when  the 
demand  for  export  coal  heated  up.  Larger 
ships  could  have  called  at  Baltimore,  and 
the  U.S.  might  have  sold  that  extra  10 
million  tons.  Instead,  as  one  Baltimore 
official  puts  it,  "People  were  yelling,  'You 


can't  do  this,  you  can't  do  that,  you're 
disturbing  the  fish  and  the  crabs.'  " 

That  battle,  of  course,  raged  over  the 
offshore  aspect  of  a  port,  historically  a 
federal  responsibility  because  navigation 
affects  defense  as  well  as  commerte.  But 
equally  vigorous  fights  have  been  waged 
over  shoreside  developments,  tradition- 
ally the  province  of  local  port  authorities 
or  the  private  companies  they  designate. 
The  fracas  over  a  proposed  container  ter- 
minal in  Charleston,  S.C.  is  an  all-too- 
vivid  example  of  the  problems  would-be 
developers  of  coal  terminals  may  face. 
Port  officials  there  decided  to  build  a 
huge  new  facility  to  handle  container 
ships,  and  they  snared  a  $56  million 
grant  from  the  state  legislature.  Getting 
federal  permits,  however,  took  3 'A  years 
instead  of  the  usual  six  months.  Mean- 
while, inflation  ate  up  some  $24  million 
of  Charleston's  funds. 

Unfortunately  these  are  not  isolated 
examples.  "Name  a  port  and  I'll  tell  you  a 
similar  story,"  says  J.  Ron  Brinson,  ex- 
ecutive vice  president  of  the  American 
Association  of  Port  Authorities. 
"There's  New  York,  where  they  almost 
had  to  close  down  the  passenger  ship 
terminal  because  they  couldn't  get  per- 


mits to  do  maintenance  dredging,  a; 
Portland,  Ore.,  where  they  finally  boug 
their  own  dredge  so  they  could  move  fj 
helping  the  Corps  of  Engineers  when  t 
permits  came  through." 

Port  projects  have  become  so  compl 
that,  according  to  one  study,  it  may  nc 
take  over  20  years  to  get  all  the  necessa 
approvals — longer  than  it  takes  to  buil< 
nuclear  power  plant.  In  any  event,  i 
new  permits  for  major  U.S.  dredgii 
projects  have  been  granted  since  197 
and  maintenance  dredging  has  declin 
steadily  since  then. 

Despite  all  this,  Brinson  is  optimisti 
But  his  very  reasons  for  optimism  shou 
give  pause  to  anyone  who  thinks  ne 
coal  terminals  will  be  sprouting  soon  ] 
that  silted-up  harbor  channels  will  quic 
ly  be  dredged.  "Many  ports  have  enviro: 
mental  experts  on  staff  now,"  says  h 
"and  we've  all  learned  to  be  more  Ir 
gious."  Brinson  says,  too,  that  ports  no 
speak  with  one  voice.  By  that  he  mea: 
they've  learned  to  lobby,  not  just  f 
competitive  advantages,  but  on  behalf 
their  industry.  If  he's  right  and  Washin 
ton  listens,  that  could  help  end  the  co 
export  bottleneck — and  make  U.S.  cu 
tomersjess  dependent  on  OPEC  oil.  ■ 


Pick  a  port,  any  port . . . 


Ports  are  like  people.  Each  has  some  natural  advantages, 
some  natural  disadvantages.  The  challenge  is  to  make  the 
most  of  them. 

Take  Baltimore.  It  was  long  considered  an  "out"  port, 
according  to  port  director  Greg  Halpin.  "That,"  he  ex- 
plains, "was  anything  other  than  New  York."  But  now 
Baltimore  is  the  second-busiest  port  on  the  East  Coast  and 
fifth-ranked  in  the  nation.  The  reason?  City  fathers  played 
to  their  strengths.  They  got  the  state  to  raise  money  and 
with  It  they  built  new,  modem  container  facilities  away 
from  the  old  pier  area. 
Then  they  hired  a  sales 
force  to  trumpet  the  fact 
that  Baltimore  is  200 
miles  closer  to  mid-Amer- 
ica than  other  East  Coast 
ports  and  that  it  also  of- 
fers superior  rail  service. 

Or  take  Seattle.  When 
hard  times  hit  Boeing  Co. 
in  the  late  Sixties  over 
40,000  people  lost  their 
jobs.  Community  leaders 
decided  to  revitalize  its 
port.  They  built  some  of 
the  West  Coast's  best  con- 
tainer terminals  and  won   

plenty  of  customers  to  use  them.  Competitors  down  the 
coast  in  Portland  admit  they  missed  the  boat.  "We're  still 
trying  to  catch  up,"  says  one. 

The  Dutch  port  of  Rotterdam,  of  course,  is  probably  the 
world's  best  example  of  maritime  marketing.  The  city, 
located  at  the  entrance  to  Europe's  vast  inland  waterway 
system,  was  bombed  to  the  ground  during  World  War  U.  In 
rebuilding,  the  good  burghers  spared  no  expense — on  chan- 


Wheat  being  loaded  in  Portland 

Behitid  in  contaUierfaciUtiea,  out front  in  grain  terminals 


nels,  container  facilities  or  feeder  highways — to  attract 
business.  According  to  Harald  S.  Sohoel,  a  vice  president  at 
Barber  Blue  Sea  lines,  traditional  rivals  Hamburg  and  Ant- 
werp have  had  to  work  hard  to  keep  up. 

New  York  is  a  different  kind  of  turnaround.  Its  location 
is  ideal,  with  a  superb  harbor  and  a  huge  population.  Then 
the  decline  of  the  Northeast  railroads  and  highway  conges- 
tion near  the  docks  became  massive  problems.  The  city's 
own  port  department  didn't  help.  In  the  early  Sixties  it 
spent  millions  on  outmoded  facilities,  but  the  bistate  Port 

Authority  of  N.Y.  &  N.J. 
launched  the  container 
revolution.  When  busi- 
ness continued  to  shift  to 
Baltimore,  officials  pres- 
sured the  railroads  to  pro- 
vide the  same  rates  to  the 
Midwest  as  those  avail- 
able from  Baltimore.  And 
to  offset  high  trucking 
charges,  the  city  wangled 
a  subsidy  from  the  state 
government  in  Albany. 

Ports  obviously  are  es- 
sential to  local  economies. 
But  access  to  good  mari- 
time transportation  is  also 
a  national  asset.  Many  countries — Japan  for  one — exercise 
central  control  over  their  ports.  In  the  U.S.,  the  federal 
government  assumes  responsibility  for  dredging  channels 
and  rescuing  ships,  while  local  authorities  handle  shore- 
side  facilities  and  administration. 

The  locals  are  determined  to  remain  independent  de- 
spite a  new  interest  in  their  operations  from  Washington. 
But  they  need  money  so  the  jury's  out.— ja.b. 
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Wjj^^M  An  RCA  Solid  State  Laser  that 
IBBPw  fits  through  the  e^  of  a  needle 
can  transmit  500  million  bits  of  information  f 
per  second  through  a  thread  of  glass,  ^ 


The  entire  contents  of  a  24-volume  encyclopedia  in 
3  minutes.  2500  phone  conversations  or  20  TV  • 
progranns  at  the  same  time.  Staggering  amounts  ^H' 
of  information-  all  made  to  pass  through  a  tiny 
thread  of  glass  by  a  solid  state  laser  that  ' 
radiates  light  from  an  area  one-hundredth  the    H  ■ 
size  of  the  period  at  the  end  of  this  sentence.    ^^^^^  ; 
This  laser,  developed  by  RCA  scientists, 
emits  a  narrow,  intense  beam  of  light 
that  can  be  efficiently  coupled  into  the 
microscopic  fibers  that  carry  the  information. 
Because  of  its  incredible  stability  and  small  ^^^K 
size,  RCA's  solid  state  "double  dovetail" 
laser  represents  a  significant  step  toward  H 
faster,  smaller,  more  efficient  fiber-  optic  V 
communications  systems.  V 
This  Solid  State  Laser  is  a  product  of  1 
RCA  research-  the  kind  of  dedicated  i 
research  that  has  been  a  tradition  at  RCA  , " 
for  over  sixty  years.  Today,  many  years  ■ 
after  Nipper  started  listening  to  "His  > 
Master's  Voice"  research  and  develop- 
ment of  electronic  prpducts  are  funded 
at  the  highest  level  in  our  company's 
history.  Our  commitment  is,  as  it  has,^, 
always  been,  to  the  advancement  .; ; 
of  technology -  to  the  creation  of  Qj 
products  that  expand  the  human 
horizon,  whether  through  awaiv|^* 
of  sound  or  a  thread  of  light. 

©1980  RCA  Corporation  ,  "^^^^^^ 


tradition  on  the  move 


The  Mercedes-Benz  240 D: 
the  $20,000 car  that 
puts  you  not  in  the  lap  of  luxury 

but  in  the  hands  of  science. 


Luxury  trappings  can't  cut  running  costs  or  prolong  car  life  or  make  driving  safer. 
Technology  can— as  witness  that  1  Vz-ton  mobile  efficiency  system,  the  240  D. 


'  he  Mercedes-Benz  240  D  is 
far  more  than  the  only 


$20,000*  sedan  to  be  rated  at  29 


EPA  estimated  mpg  and  33  esti- 
mated highway  mpg.t  It  is  a 
moving  network  of  science  and 
technology,  pursuing  not  only 
high  fuel  mileage  but  efficiency 
in  every  sense  of  the  word. 

For  example,  the 
240  D's  zero-excess 
four-cylinder  diesel 
engine  is  meant  to 
run  efficiently  at 
5,000  feet  above  sea 
level  or  at  five. 
Mercedes-Benz 
science  gave  it  a 
built-in  barometric 
brain,  to  adjust  the  fuel/air 
mixture  to  the  altitude. 

To  save  weight  and  minimize 
power  and  fuel  loss,  the 
engineers  gave  the  240  D  a 
floor-mounted  four-speed 
manual  transmission,  so 
efficiently  designed  that  Motor 
Trend  calls  it  "probably  the 
smoothest  stick  shift  in  the  world" 

More  efficient  than  your  foot 

An  automatic  cruise  control 
device  can  make  you  a  more 
efficient  turnpike  driver  by  hold- 
ing 55  mph  all  day  if  needed— far 
more  precisely  than  your  throttle 
foot.  No  fuel-wasting  ups  and 
downs. 

To  the  engineers  of  Mercedes- 
Benz,  sloppy  steering  is 
inefficient.  Spongy  brakes  are 
inefficient.  A  car  that  wallows 
and  heaves  over  bumps  and 
through  curves  is  inefficient. 
Thus,  the  240  D  equips  you  with 
taut  steering  and  fade-resistant 
four-wheel  disc  brakes  and  a  fully 
independent  suspension  system 

•Approximate  suggested  advertised  delivered  price  at  port  of  entry. 


meant  to  cling  to  the  road  surface, 
even  when  the  surface  is  poor. 

Efficient,  inside  and  out 

The  240  D's  outer  contours  are 
aerodynamically  efficient,  shaped 
not  to  slam  into  the  airstream 
but  to  slip  through  it.  Note 
the  car's  subtle  wedge  shape. 

You  also  enjoy  the  efficiency  of 
size.  The  240  D  cradles  five  peo- 
ple and  12.57  cubic  feet  of  lug- 
gage space  within  a  package 
much  less  bulky  than  even  to- 
day's downsized  luxury  diesels. 

The  goal  of  driver  efficiency 
governs  the  design  and  layout  of 
the  240  D's  interior.  The  seats 
feel^ore  like  chairs  than  pillows, 
^     for  instance— bolstering 
your  body  with  five 
separate  layers  of  pad- 
ding over  steel  springs. 
Before  you  is  not  a 
jukebox  but  a 
beautifully  functional 
instrument  panel. 
Even  the  wood  interior  trim  is 
efficient:  sandwiched  into  it  is  a 
thin  strip  of  aluminum,  as  a  pre- 
caution against  possible  splinter- 
ing in  an  impact. 

The  $6,000  surprise 

It  is  worth  noting  that  this 
model  of  engineering  intel- 
ligence is  priced  $6,000  lower 
than  any  other  Mercedes-Benz 
sold  in  America. 

Air  conditioning  and  electric 
window  lifts  are  available,  at  ex- 
tra cost.  So  is  an  efficient  au- 
tomatic transmission  with  not 
three  but  four  speeds. 

Here  is  a  final  efficiency  of  this 
mobile  efficiency  system— its 
share  in  the  Mercedes-Benz  re- 
sale legacy.  Recent  figures  show 


that  Mercedes-Benz  sedans,  the 
240  D  included,  have  kept  about 
80  percent  of  their  original  value 
at  retail  after  the  first  three  years. 

120  safety  features 

Integrated  into  this  mobile 
efficiency  system 


are  120  safety 
features,  from  a  rigid  passenger 
cell  with  impact-absorbing  front 
and  rear  crumple  zones  to  a 
built-in  first  aid  kit.  The  240  D's 
body  and  chassis  are  not  sepa- 
rate elements  held  together  by 
nuts  and  bolts,  but  a  single  unit, 
precision-welded  at  several 
thousand  points  to  form  a  twist, 
squeak,  and  rattle-resistant 
structure. 

The  efficiency  of  experience 

Mercedes-Benz  introduced 
the  automobile  itself  almost  a 
century  ago,  the  diesel  auto- 
mobile 45  years  ago,  and  the 
240  D  seven  years  ago. 

Experience,  the  great  teacher. 
The  240  D,  the  proof.  And  effi- 
ciency, the  result. 
tEPA  estimate  for  comparison  pur- 
poses. The  mileage  you  get  may  vary 
with  trip  length,  speed  and  weather. 
Actual  highway  mileage  will  probably 
be  less. 


Engineered  like  no  other 
car  in  the  world 

©  1980  McKCflcs-lU-n/  ol  N.  A.,  liic ,.  Montvalc,  N.J. 


"Afid  now  a  special  award  to  Harvey  Frobisher,  who 
singlehandedly  unjammed  the  copier  eight  times  this  week." 


Sure,  copiers  jam.  But  the  question  is,  how 
often?  And  how  seriously?  If  it  happens  a  lot,  takes  a 
long  time  to  correct,  and  gets  people's  hands  dirty, 
there  may  be  something  lacking  in  the  basic  design. 

Kodak  copiers,  people  say,  are  uncom- 
monly easy  to  live  with.  Because  they're  so  well  de- 
signed. A  straight-line  paper  path  minimizes  the 
chance  of  a  jam.  And  makes  it  easy  to  clear,  quickly 
and  cleanly  when  it  does  happen. 

May  we  demonstrate? 

Write;  Eastman  Kodak  Company 
CD0511.  Rochester,  N.Y.  14650. 

Kodak  copiers.  A  jam  is  easy  to  fix, 
but  you  seldom  tiave  to. 


Kodak  Ektaprint  copier-duplicator 


nder  former  whiz  kid  Donald  Frey,  Bell  & 
owell  is  coming  back  into  focus  but  lacks 
e  sharp  image  of  a  growth  company. 


Another  decade 
to  develop 


By  Paul  Gibson 


^  EMEMBER  Bell  HowELL?  Back 
W  in  the  Sixties  it  was  a  hot  growth 
^  company,  the  name  in  home- 
)vie  cameras.  Then  B&.H  fell  on  hard 
les,  beset  by  Japanese  competition 
1  ill-advised  diversification;  over  time 
stock  price  slumped  from  above  90  to 
ow  9. 

vlow  the  word  is  that  B&H  is  due  for  a 
;k-from-the-dead  rally  in  the  manner 
a  Teledyne.  In  recent  months  its 
ires  spurted  past  30.  A  New 
rk  brokerage  house,  Ro- 
ikrantz  Ehrenkrantz  Lyon 
Ross,  even  labels  B&.H  as 
le  next  market  leader"  and  a 
mdidate  for  supergrowth 
tus." 

n  the  Chicago  suburbs,  in 

office  overflowing  with 
ematographic  memorabil- 

B&.H  Chairman  Donald 
y  stops  short  of  touting  his 
ck — but  does  little  to  damp- 
such  overenthusiasm.  Says 

"We  now  rank  among  the 
I  10%  of  innovative  creative 
nagerial  companies  in  the 
intry." 

fou  remember  Don  Frey, 
:  whiz  kid.  Named  Detroit's 
tstanding  Young  Man  of 
)8,  Frey  headed  Ford's  race- 
program,  helped  launch  the 
istang  and  once  had  Philip 
Idwell  reporting  to  him. 
lile  Caldwell  stayed  on  to 
;ome  Ford's  chief  executive, 
y — eager  to  run  his  own 
)w — moved  first  to  General 
ble  as  chief  operating  officer 
1  then  to  B6lH. 
rhat  was  ten  years  ago  this 
inth,  and  measured  by  con- 
itional  yardsticks  Frey's 
ord  at  B&H  is  hardly  a  pic- 
e  of  progress.  His  company 
apes  the  bottom  in  growth 


and  profitability  out  of  the  top  1,041 
firms  ranked  in  Forbes'  33rd  Annual  Re- 
port on  American  Industry  (/rt;?.  5).  Earn- 
ings under  Frey's  tenure  have  moved 
only  crabwise,  and  B&H's  book  value  at 
last  count  was  a  mere  $30.38,  vs.  $26.68 
in  1971.  A  grim  showing  in  these  infla- 
tionary times. 

"I  am  very  satisfied  with  my  perfor- 
mance," asserts  Frey,  who  at  57  still  has 
an  engagingly  boyish  look  about  him.  So 
apparently  is  Bell  Howell's  board,  all  of 
whose  13  members  have  joined  since 


Hell  &  /lou  t'll  Chairnuin  Ikmald  I'rcy 
More  a<yustmenta  needed,  to  improve  the  image. 


Frey  took  charge.  Since  1977,  directors 
have  jacked  up  Frey's  total  compensation 
to  $533,000  and  awarded  him  a  fistful  of 
stock  options. 

What  makes  Frey  think  he's  so  good 
and  worth  so  much?  "You  might  say  I've 
tumed  a  four-masted  schooner  into  a  nu- 
clear submarine,"  he  says  with  charac- 
teristic flamboyance.  When  Frey  took 
charge  in  February  1971,  he  inherited  a 
mishmash  of  low-profit  businesses.  For 
the  most  part,  these  had  been  acquired 
by  his  predecessor  Peter  Peterson  before 
Peterson  went  off  to  Washington  (to  be- 
come Richard  Nixon's  commerce  secre- 
tary) then  to  New  York  (where  he  cur- 
rently heads  Lehman  Brothers).  It  took 
Frey  almost  four  years  to  sort  out  that 
mess  and  to  see  which  operations  he 
wanted  to  keep,  even  before  he  could 
start  whipping  his  far-flung  divisions 
into  shape. 

"I've  modernized  the  company,"  ex- 
plains Frey,  "by  taking  what  was  periph- 
eral and  making  it  the  core."  What  Frey 
means  is  that  he  dumped  the  movie- 
camera  business,  jobbing  it  off  to  B&H's 
Japanese  distributor  in  1979  after  setting 
up  a  $45  million  reserve  for  potential 
writeoffs.  Then  he  took  two  marginal 
operations,  microimagery  and  mail  sort- 
ing, and  moved  them  center  stage. 

With  an  eye  on  Wall  Street,  Frey  can 
now  grandiosely  describe  B&.H  as  an  in- 
formation systems  company. 
He  claims  it  is  well  placed  in 
an  industry  second  only  to  en- 
ergy in  overall  growth.  Alto- 
gether, business  equipment  ac- 
counted for  roughly  half  1980's 
estimated  $625  million  sales 
and  probably  around  two- 
thirds  of  BikH's  $50  million 
operating  income. 

Clearly,  Frey  is  moving  in 
the  right  direction,  but  hardly 
with  the  speed  or  the  success 
of  a  high-growth  company. 
From  1975  through  1979 
B&H's  business  equipment  di- 
vision averaged  only  modest 
15%  annual  gains  in  volume 
and  profits.  Moreover,  he  has 
cobbled  his  mail-sorting  oper- 
ations out  of  a  series  of  acqui- 
sitions. True,  B&H  claims  to 
be  first  in  this  business  and,  as 
yet,  has  few  large  competitors. 
In  microimagery,  where  the 
main  customers  are  insurance 
and  mass- merchandising  com- 
panies and  banks,  B&.H  is 
leaning  on  Digital  Equipment 
Corp.'s  minicomputer  tech- 
nology to  speed  its  informa- 
tion retrieval.  Here,  however, 
Frey  faces  two  giant  competi- 
tors— Eastman  Kodak,  which 
alone  may  have  40%  of  the 
market,  and  3M. 
Nor  has  Frey  done  much 
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with  the  other  businesses  he  inherited. 
These  are  seattered  through  some  23  di- 
visions offering  products  and  services 
that  range  from  textbooks  to  mihtary 
binoculars.  Bravely,  Frey  talks  of  syner- 
gy, but  apart  from  the  use  of  optics,  the 
connection  is  often  hard  to  see.  Aside 
from  the  Charles  E.  Merrill  textbook  di- 
vision, which  regularly  returns  20%  on 
its  assets,  many  B&H  components  are 
minimal  profit  producers. 

"We  went  down  one  or  two  blind 
alleys,"  says  Frey — acknowledging  that 
he  could  have  moved  faster  to  weed  out 
weak  operations.  Nowhere  is  this  more 


evident  than  in  his  handling  of  movie 
cameras.  A  film  buff,  Frey  believed  he 
could  use  B&.H  camera  knowhow  to  get 
into  the  fast-growing  videorecorder  busi- 
ness. Twice  he  tried  joint  ventures,  first 
with  RCA  and  then  with  West  Ger- 
many's BASF.  Neither  produced  an  eco- 
nomical machine.  Why  didn't  Frey  go 
directly  to  Tokyo?  "We  did.  We  drank 
lots  of  green  tea  and  did  plenty  of  talk- 
ing," he  says,  ruefully  recalling  how  in 
the  end  BiikH  was  told  it  lacked  enough 
advanced  technology  or  marketing 
knowhow  to  sign  a  deal  with  either  Sony 
or  Hitachi.  "I'll  go  to  my  grave,"  he 


sighs,  "regretting  we  couldn't  qui 
make  it  in  video." 

When  he  was  a  younger  man  succe 
came  easily  to  Don  Frey,  but  he  mj 
have  underestimated  the  difficulty  of  r 
molding  a  large  corporation,  particular 
one  wedded  to  home  moviemaking.  Stil 
Frey  has  kept  B&.H  alive  and  position 
it  well  in  those  two  businesses — 
sorting  and  microfilming — that  have  so 
id  growth  prospects.  If  only  he  can  gi 
the  rest  of  the  company  in  focus,  the 
Bell  ik  Howell  might  actually  becomei 
hot  stock  again.  But  that  may  take  tl 
better  part  of  another  decade.  ■ 


At  today's  prices,  retail  stocks  are  cheaper  than 
ever — if  you  can  spot  the  value  in  the  group. 


Midwinter 
white  sale! 


The  Streetwalker 


By  Howard  Rudnitsky 

Now  RETAILERS  ARE  HOLDING  their 
biggest  sales  of  the  year,  hoping  to 
entice  penny-pinching  shoppers. 
Shares  in  retailing  companies  are  on  the 
bargain  counter  too.  Overall,  they  trade 
at  6  times  earnings,  compared  with  8  for 
the  average  stock.  They  have  lagged  the 
market  for  most  of  the  past  four  years. 
Thus,  despite  today's  low  prices,  it  has 
been  hard  to  find  many  investors  who 
give  the  group  much  respect,  leading  Stu- 
art Robbins  of  Paine  Webber  Mitchell 
Hutchins  to  call  them  "the  Rodney  Dan- 
gerfields  of  the  securities  business." 

"Statistically  the  industry  is  cheap," 
says  Robert  Simonson  of  Kidder,  Pea- 
body.  "In  1980  retailers  sold  at  their  low- 
est value  relative  to  the  overall  market  in 
34  years.  Now,  if  you  think  inflation  will 
fall  meaningfully,  the  stocks  are  a  real 
buy.  Unfortunately,  our  firm  is  assuming 
that  inflation  will  remain  exceedingly 
high  for  the  next  three  or  four  years." 

Simons(.^n  claims  the  big  chains  are 
too  mature  to  get  the  volume  increases 
they  need  to  outpace  double-digit  infla- 
tion, and  are  useful  to  investors  only  as 
short-term   trading  vehicles.   Sell  on 


strength,  he  says,  because  "given  the 
economic  outlook,  earnings  progress 
should  prove  disappointing." 

Simonson  will  use  any  market  rally  to 
unload  stocks  like  Allied  Stores,  May  and 
Federated.  He  likens  Federated's  earn- 
ings progress  to  his  high  school  French 
course.  "I  majored  in  French  I  three  years 
in  a  row.  Federated  has  majored  in  $4  a 
share  for  three  years  in  a  row." 

On  the  other  hand,  Simonson  does 
think  some  specialty  stores — including 
General  Nutrition,  Payless  Cashways, 
Revco,  Standard  Brands  Paint  and  Toys 
'R'  Us — are  in  a  position  to  grow  157o  or 
more  a  year  through  1984.  "Even  at  8  to 
9  times  earnings  these  stocks  are  attrac- 
tive," he  says. 

Other  retailing  analysts,  however, 
aren't  buying  Simonson's  overly  pessi- 
mistic views.  They  see  maturity  and 
inflation  as  problems  too,  but  think  se- 
lected large  general  retailers  will  still  do 
well  over  the  next  three  to  four  years. 
On  the  lists  are  such  companies  as  As- 
sociated Dry  Goods,  Carter  Hawley 
Hale  and  Dayton-Hudson.  Even  Federat- 
ed has  its  friends.  Goldman,  Sachs'  loe 
Ellis  sees  progress  from  its  new,  more 
profit-oriented  management  teams  at 


problem  divisions  like  AikS.  Improvi 
ment  here  could  boost  profits  in  198: 
Even  Ellis,  however,  is  cautious  about  a 
retailers'  prospects  for  the  first  half  ( 
1 98 1.  He,  too,  sees  "continuing  stagfl, 
tion."  But  if  a  recession  hits  later  th 
year  he  expects  retail  stocks  to  outpe 
form  the  market,  because  "retailing  ult 
mately  suffers  less  in  a  downturn  tha 
other  sectors,  and  leads  when  the  econ( 
my  begins  to  pick  up." 

Bear,  Steams'  Monroe  Greenstei 
points  out  that  "department  stores  ope 
ating  at  the  upper  end  of  the  incoir 
spectrum  have  done  better  and  shoul 
continue  to  do  well  in  this  enviroi 
ment."  That's  why  he  favors  stocks  lili 
Associated,  Carter  Hawley  and  Federa 
ed.  At  the  lower  income  end  of  the  ma 
ket:  only  K  mart. 

What  about  mass  merchandisers  Sear 
Penney  and  Wool  worth;  Any  hope  k 
these  laggards?  A  few  analysts — only 
few — recommend  buying  Sears  for  cycl 
cal  play.  Others  wouldn't  bother.  The 
aren't  convinced  that  the  hard  good; 
oriented  company  has  yet  rediscovered 
profitable  merchandising  formula.  Th 
same  for  Penney — limited  appeal  as 
trading  vehicle,  but  with  cloudy  lonj 
term  prospects. 

Surprisingly,  Woolworth  has  attracte 
a  number  of  analysts — including  bearis 
Simonson — as  a  turnaround  situatioi 
Some  think  that  by  1982  or  so,  it 
Woolco  discount  operations  will  begin  t 
improve  after  years  of  problems.  At  th 
same  time  its  sizable  British  operation 
may  be  recovering.  Should  those  event 
coalesce,  eamings  would  surge.  "Some  c 
the  biggest  money  in  retailing  in  recen 
years  has  come  from  turnaround  sitUc 
tions,"  says  Stu  Robbins.  "Look  a 
Macy's."  Meanwhile,  Woolworth  inve; 
tors  can  enjoy  a  dividend  yield  of  close  t 
8%  while  they  wait.  "Even  if  the  turn 
around  isn't  sustained,  there  is  litti 
downside  risk,"  he  concludes. 

So  the  bargain  table  is  full.  Retai 
stocks  are  cheap  now,  and  there  are  op 
portunities  for  profit.  But  it  also  pays  t 
shop  carefully.  Among  the  genuin 
markdowns  are  some  old  favorites,  no\ 
passe,  that  may  not  catch  on  again.  ■ 
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know  how  an  airplane  simplifies 
_   business  traveL  Find  out  how 
n?eech  simplifies  owning  an  airplane^ 


A  company  airplane  simpli 
fies  business  travel,  many  ways. 

By  freeing  you  from  airline 
schedules  that  don't  match  your 
schedules. 

By  providing  direct  flights  to 
everywhere  the  airlines  go,  plus  lit- 
erally thousands  of  places  they  don't. 

By  allowing  your  scarcest 
resource,  qualified  management,  to 
be  there,  when  and  where  they're 
needed. 

You  may  know  dozens  of  other 
ways.  But  you  may  not  know  how 
Beech  simplifies  airplane 
ownership  and  operation. 

It  starts  with  the 
comprehensive  informa- 
tion in  your  free  Manage- 
ment  Guide  to  Business 
Aviation  that  helps 
you  decide  whether  a 
Beechcraft  can,  indeed, 
be  a  profitable 
investment. 

It  extends  throughout  the 
network  of  Beechcraft  Aviation 


The  Beechcraft  Super  King  Air  gives 

first  class  accommodations  for  8-15  passengers 

at  near  jet  speeds  for  over  2000  miles. 


The  Pressurized  Beechcraft  Duke  carries  six  in  cabin  class  comfort  and  quiet  at  over  280  mph. 


Centers,  where  aviation  profes- 
sionals can  help  in  every  aspect 
of  airplane  purchase  and  operation. 
And  once  you  have  purchased 
a  Beechcraft,  this  same 
organization  can  teach 
you  to  fly  or  find  you  a 
qualified  pilot.  They  can 
manage  your  mainte- 
nance. They've  even 
gone  so  far  as  to  operate 
a  customer's  airplane  for 
him.  Flying  it,  schedul- 
ing it,  maintaining  it, 
because  that's  what  the 
customer  wanted. 
And  finally,  simple,  reliable 
operation  and  fuel-efficiency  comes 
standard  with  every  Beechcraft  busi- 
ness airplane.  In  its  uncompromis- 
ing quality,  you  find  the  reason  why 


Beechcraft  owners  experience  mini- 
mum maintenance,  low  depreciation 
and  a  ready  resale  market. 

If  you  would  like  to  find  out 
more,  simply  let  us  know. 


Send  for  your  free  1981  kit. 

Write  us  on  your 
company  letterhead, 
and  we'll  send  you 
everything  you  need 
to  make  an  initial 
decision  on  the  profitable  use  of  a 
Beechcraft  in  your  company.  Write  to: 
Beech  Aircraft  Corporation, 
Dept.KD,  Wichita,  Kansas  67201. 
If  you'd  rather  call,  call  collect  and  ask 
for  Dick  Schowalter,  Jr.  3J6-68J-7072. 

L  -I 

♦9  Member  General  Avianon  Manufacrurers  Association 


I  puts  a      r    rs    ,  ^ 
company's  idle  funds  '  " 
into  high  gear  through 
the  Money  Desk.  ^ 


rolled  out  a 
financing  progi 
for  Mills  Alloy 
Steel  to  purchase; 
new  equipment  \ 
and  inventory. 


erilrust. 


unearthed  $2.! 
million  for  the 
Allis-Chalmers 
Corporation's 
export  of  mining 
equipment  to 
Yugoslavia. 


•  •  ■  I 
•  •  •  •  • 

•  •••••  I 

•  ••••••  I 


helps  the 
Cleveland  Printing  Ink  ^^JBfi 
Company  stay  in  the  black  with 
a  complete  Freight  Payment  plan.  J 


launched  an  Industrial 
Revenue  Bond  financing 
plan  for  American 
Ship  Building. 


/hierflt'usi 

Headquarters:  Cleveland.  Ohio 

Making  things  happen 
in  MidAmerica. 


alph  Ketner,  no  ordinary  country  hoy  from 
orth  Carolina,  runs  circles  around  such 
iants  as  Winn-Dixie,  A&P  and  Kroger 

What's  a 
LFPlNC? 


By  William  Baldwin 

LOOK  AT  THE  TRACK  RECORD  of  the 
company  Ralph  W.  Ketner  runs  out 
of  Sahsbury,  N.C.,  and  guess  what 
siness  he's  in.  For  the  past  decade, 
turn  on  equity  has  averaged  30%  and 
rnings  per  share  have  been  compound- 
g  at  a  41%  annual  pace.  Oil?  Semicon- 
ctors?  Neither.  Groceries.  His  chain  of 
8  Food  Town  Stores  did  $544  million 
Drth  of  business  last  year  in  the  Caroli- 
s  and  Virginia,  netting  close  to  3% 
:ertax.  Almost  unheard  of  in  an  indus- 
i  where  the  average  is  0.75%.  In  return 
.  total  capital,  Food  Town,  at  28%,  is 
•  and  away  in  first  place  among  the 
■ger  supermarket  operators. 
What's  his  secret?  Ketner  will  begin  by 
ling  you  about  his  "lean  and  mean" 
adquarters  operation,  housed  in  a 
awded  one-story  building  near  a  rail- 
ad  siding.  That's  not  hard  to  believe 
len  you  sit  in  his  office  and  see  wall- 
per  held  up  by  thumbtacks,  and  a  fake 
ndow  curtain  covering  a  plastered- 
er  hole.  But  central  office  costs  aren't  a 
I  factor  in  the  grocery  business. 
Next,  Ketner  will  trot  out  his  executive 
:e  president,  Tom  E.  Smith,  a  young- 
iking  39-year-old  who  joined  the  oper- 
on  in  1970  and  is  already  worth  $2 
lUion  in  Food  Town  stock.  Smith  is  in 
arge  of  the  dry-goods  warehouse  next 
or  that  covers  15  acres  and  every  week 
bblcs  up  the  contents  of  250  trucks  and 
railcars.  Pennies  are  watched  real 
)se  there.  Smith  tells  you,  from  the 
ly  paper  towels  are  stacked  to  the  recy- 
ng  of  cardboard  1 13,925  tons  of  it  last 
ar).  Impressive,  but  really  no  different 
)m  what  you'd  see,  if  on  a  smaller 
ale,  at  other  medium-size  chains. 
Payroll  is  next,  and  it's  a  major  factor 
the  profits  of  all  retailers.  At  Food 
wn  it  runs  to  8%  of  sales,  a  good  4 
ints  below  the  national  average.  There 
;  no  unions,  so  Ketner 's  checkout 
;rks  make  about  $5  an  hour,  compared 
th  the  $9  they  could  get  in  California 


or  Chicago,  and  a  refrigeration  mechanic 
is  expected  to  fix  a  doorknob,  too.  That 
helps,  but  unions  are  almost  as  scarce  at 
the  other  North  Carolina  supermarkets, 
so  their  absence  can't  explain  all  of  Food 
Town's  singular  profits. 

The  big  secret,  Ketner  finally  lets  on, 
isn't  any  of  these  things,  but  ridiculously 
low  prices.  He'll  talk  about  beating  the 
pants  off  his  lumbering  competitors — 


Food  Ion  )}  Stores  President  Rcilpb  W.  Ketner 
Making  an  astonishing  3%. 


national  chains  like  Winn-Dixie  and 
Kroger — and  he'll  reel  off  a  series  of  anec- 
dotes to  illustrate  how.  He  especially 
likes  the  letter  from  a  housewife,  irate 
over  a  bag  boy's  rudeness,  that  closed: 
"Mr.  Ketner,  I  wish  I  could  afford  not  to 
do  business  with  you."  There  he's  finally 
hinting  at  the  key  to  his  success:  sales- 
manship. His  prices  aren't  that  much 
lower,  but  he  gives  customers  what  they 
want  and  makes  them  think  they're  get- 
ting a  good  deal. 

Ketner  has  been  selling  food  for  most 


of  his  60  years,  but  he  caught  the  knack 
of  making  money  at  it  rather  late  in  life. 
As  a  child  he  hawked  ice  cream  for  a 
nickel  an  hour  and  worked  after  school 
in  his  father's  grocery  store.  When  the 
elder  Ketner  died,  during  the  Depression, 
Ralph's  brother  Glenn  took  over  and  ex- 
panded it  into  a  25-store  chain  he  sold  to 
Winn-Dixie  in  1956.  Ralph,  at  the  age  of 
37,  soon  decided  it  was  time  to  strike  out 
on  his  own.  Along  with  several  other 
Winn-Dixie  employees,  he  scrounged  up 
$75,000  of  capital  and  -got  another 
$75,000  by  going  through  the  Salisbury 
City  Directory,  peddling  stock  to  anyone 
who  would  listen.  Probably  illegal,  he 
says,  grinning,  but  no  one's  complaining: 
A  $10  share  bought  then  is  now  360 
shares  worth  $8,000. 

The  upstart  Food  Town  Stores  was 
nearly  run  out  of  business  by  the  indig- 
nant Winn-Dixie  chain  in  a  price  war 
that  featured  nickel-a-loaf  bread.  For  the 
next  decade  Food  Town  struggled,  gradu- 
ally increasing  to  seven  stores  but  never 
breaking  out  of  a  rut  of  borderline  profit- 
ability. Ketner  tried  all  the  gimmicks — 
contests,  "cost  plus  10% "  pricing  ("I 
found  out  quickly  people  don't  under- 
stand percents"),  trading  stamps,  give- 
away silver  dollars. 

Then  came  a  turning  point  akin  to  a 
religious  conversion.  Ketner  recounts 
how  he  spent  three  days  holed  up  in  a 
hotel  with  six  months  of  warehouse  re- 
ceipts and  an  adding  machine.  He 
emerged  with  the  revelation  that  he 
could  slash  prices  on  all  nonperishable 
items  8%  and  still  break  even  on  the 
increased  volume.  Thus,  in  1968,  was 
born  Food  Town's  winning  lfpinc  slo- 
gan— "lowest  food  prices  in  North  Caro- 
lina," since  updated  to  lfpinc/sc/va. 

Are  they?  Ketner  boasts  his  prices  av- 
erage 6%  less  than  competitors',  a  num- 
ber he  arrives  at  by  comparing  his  gross 
profit  with  the  industry  average.  In  cal- 
culating his  cost  of  goods,  however, 
Ketner  includes  rent,  utilities  and  ware- 
house operations  (with  overhead  thrown 
into  the  "cost,"  the  apparent  markup 
shrinks).  Figured  the  usual  way,  his  gross 
margin  probably  isn't  far  from  the  21% 
norm.  Ketner's  advertising  claim  that 
Food  Town  survives  on  bigh  volume 
doesn't  stand  up  to  scrutiny  either;  sales 
per  square  foot  are  right  on  a  par  with  the 
industry. 

But  tbe  shoppers  are  nonetheless  won 
over  by  his  no-nonsense  selling.  Food 
Town  has  no  weekly  specials  and  uni- 
form prices  in  all  stores.  That  spares  the 
company  a  big  advertising  budget — and 
customers  the  suspicion  they're  being 
rooked  when  there's  no  special  on.  When 
Food  Town  does  advertise  (usually  on 
television),  it  concedes  that  anybody  can 
beat  it  on  selected  items  but  not  on  the 
majority. 

"Enough  people  are  convinced  that 
they  keep  shopping  there,"  says  Kay 
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Norwood,  who  follows  Food  Town  for 
Interstate  Securities  in  Charlotte.  "With 
so  many  women  working  they  don't 
have  time  to  fool  around  bargain  hunting 
from  store  to  store."  Food  Town,  that  is, 
has  found  itself  a  comfortable  niche  be- 
tween the  really  cheap  warehouse  outlets 
offering  1,000  items  and  conventional 
supermarkets  offering  13,000.  Food 
Town's  typical  21,000-square-foot  store, 
smallish  by  today's  standards,  carries 
about  8,000  items. 

Inevitably,  lfpinc  has  come  under  at- 


tack, most  seriously  from  Albert  Gubay, 
a  flamboyant  Welshman  who  claims  to 
have  pioneered  the  warehouse  store  in 
Britain  19  years  ago  and  who  opened  a 
U.S.  chain  last  year,  defiantly  headquar- 
tering it  in  Salisbury.  Gubay's  seven 
stores  undoubtedly  were  a  factor  in  a 
perceptible  slackening  of  growth  at  Food 
Town  lately  (earnings  for  the  first  nine 
months  of  1980  were  up  a  disappointing 
10%  from  1979). 

Still,  Ketner  plans  to  open  another  20 
stores  this  year  within  range  of  his  exist- 


ing distribution  center,  and  talks  exube 
antly  about  staking  out  new  territoi 
around  a  second  warehouse.  Money  is  r 
problem;  more  equity  could  probabl 
come  from  Delhaize  Freres,  a  Belgia 
food  concern  that  bought  up  52%  of  Foe 
Town  in  1974  (but  gave  Ketner  control  ( 
the  board  through  1984).  Will  the  magi 
disappear  outside  Ketner's  nativ 
ground?  He'd  never  admit  it.  It  won't  t 
long,  says  an  inspirational  film  Ketm 
shows  employees,  before  there  will  be 
new  slogan:  lfpiusa.  ■  , 


The  soaring  price  of  sugar  has  given  Chair- 
man Bob  Quittmeyer  an  opportunity  to  diver- 
sify Amstar  that  he  dare  not  pass  up. 

The  chance  of 
a  lifetime 


By  Maurice  Barnfather 

LIKE  THE  TORTOISE  who  WOU  the 
race,  stodgy  old  $1.3  billion  (sales) 
Amstar  seems  about  to  take  a  gi- 
ant lurch  forward.  This  may  stun  those 
who  know  the  history  of  what  used  to  be 
called  the  American  Sugar  Co.  Certainly 
no  one  could  have  accused  Amstar  of 
being  impetuous  in  the  past.  After  de- 
cades of  roller-coaster  earnings,  the  na- 
tion's largest  sugar  refiner  hit  the  diversi- 
fication trail  back  in  1968  with  the  ac- 
quisition of  little  $12.5  million  (sales) 
Duff-Norton,  a  producer  of  hoists,  jacks 
and  other  industrial  equipment.  But  it 
took  Amstar  a  full  eight  years  more  to 
get  up  enough  steam  again  to  make  an- 
other move,  acquiring  $47  million  (sales) 
Milwaukee  Electric  Tool  in  1976.  With  a 
return  on  capital  that's  still  only  8.9%  on 
average  over  the  past  five  years,  some 
might  say  that  Amstar  has  been  unduly 
timid  about  venturing  out  of  sugar. 

"Acquisitions  don't  just  spring  from 
the  head  of  Zeus,"  replies  Chairman  and 
CEO  Robert  T.  Quittmeyer  a  bit  defen- 
sively. "We  have  to  be  damned  careful." 

He's  absolutely  right.  Operating  in  a 
mature,  narrow-margined  industry  that 
has  suffered  from  overcapacity  for  ye^rs, 
Quittmeyer  must  be  prepared  to  run  on  a 
shoestring  whenever  the  volatile  price  of 
sugar  is  depressed — which  is  most  of  the 
time.  That's  why,  over  the  decade  since 


he  was  catapulted  into  the  top  job  at 
Amstar  in  1971  in  the  wake  of  William  F. 
Oliver's  sudden  death,  he's  worked  to 
sweat  down  long-term  debt  from  26.5% 
of  capitalization  to  just  14.6%  last  year. 
And  that's  why  Amstar  has  been  able  to 
make  an  acquisition  only  during  those 
rare  feasts  that  relieve  sugar's  far  longer 
famines. 


Anistar  's  Boh  Quitt»ie\vr 
"Notjrom  the  head  of  Zeus!" 


Right  now,  of  course,  it  is  feast  time- 
a  feast  far  more  lavish  than  Amstar  ha 
ever  seen  before.  As  sugar  consumptio 
outstripped  production  for  the  first  tim 
in  five  years,  the  price  has  gone  throug 
the  roof — and  so  have  Amstar's  earning: 
Over  the  first  half  of  Amstar's  June  198 
fiscal  year,  the  company  brought  $43. 
million  down  to  the  bottom  line.  That 
within  a  sugar  cube  of  what  AmstJ 
earned  for  the  full  12  months  of  1976- 
its  best  year  for  more  than  a  decad( 
With  the  shares  trading  at  4  times  earr 
ings,  Quittmeyer  knows  full  well  he  ha 
to  spend  that  cash  before  it  starts  t 
attract  tender  offers.  "Yes,  we're  lookin 
right  now,"  he  says  with  a  smile  the 
suggests  he  may  be  closer  to  a  deal  tha 
he's  prepared  to  admit.  For  the  $185  mi! 
lion  (sales)  Industrial  Products  Grouj 
self-supporting  from  the  start  and 
times  as  profitable  as  the  sugar  busines; 
this  could  be  the  long-awaited  chance  t 
become  a  significant  factor  not  only  i: 
Amstar  but  in  the  industrial  equipmen 
industry  as  a  whole. 

With  domestic  per  capita  demand  fc 
sucrose  falling  sharply  from  97  pounds  i: 
1977  to  an  estimated  84  pounds  thi 
year,  Quittmeyer  is  not  going  to  commi 
that  capital  to  another  sugar  refinin 
plant.  "We'll  maintain  our  present  plant 
at  a  highly  efficient  level,  but  we  have  n 
plans  to  add  to  capacity,"  he  says. 

What's  been  hurting  sucrose  is  high 
fructose  corn  syrup  consumption,  whici 
IS  expected  to  grow  from  31.7  pounds 
person  in  1979  to  50  pounds  a  person  thi 
year.  Growth  beyond  that  could  be  evei 
greater  once  Coca-Cola  bottlers  react  ti 
last  year's  historic  decision  permittin, 
fructose  in  Coke.  But  Quittmeyer  is  satis 
fied  with  the  $55  million  Amstar  has  al 
ready  sunk  into  HFCS,  giving  the  com 
pany  a  an  estimated  5%  market  share 
"There  may  be  future  overcapacity  infruc 
tose  despite  Coke's  decision,"  he  warns. 

So  Amstar  seems  certain  to  make  it; 
biggest  diversification  ever  outside  tb 
sugar  trade —  a  step  that  could  dramati 
cally  alter  the  future  prospects  of  th( 
company.  With  cash  pouring  in  at  thi 
rate  it  is  now  and  the  shares  at  4  time 
earnings,  there  is  little  time  to  waste 
"We've  never  been  stronger,"  says  Bol 
Quittmeyer  as  he  steps  up  to  bat.  ■ 
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With  the  recently  completed 
merger  of  Burlington  Northern  and 
the  St.  Louis- San  Francisco 
Railway,  shippers  now  have  direct 
single-line  routes  like  Portland  to 
Birmingham,  and  Chicago  to 
Houston.  Runs  which  are  going  to 
provide  improved  efficiency, 
over  the  long  haul. 

In  addition  to  the  advantages  of 
dealing  with  a  single  transportation 


company,  the  merger  of  BN  and 
the  Frisco  will  bring  about  an 
increased  level  and  frequency  of 
service  in  many  areas.  Because  now 
we  can  move  the  nation's  goods 
across  the  country  with  less  switch- 
ing, more  power,  and  more  cars. 
Even  if  a  few  of  those  cars  will  be 
headed  for  the  paint  shop. 

The  new  Burlington  Northern. 
It's  better  for  everyone. 


BURLINGTON 
NORTHERN 


1  '80  Toyota  Motor  Sales,  USA  Inc. 


The  all-new  Toyota  Cressida.  Lavish- 
Extravagant.  Uniquely  European  in  look.  This  is 
a  sedan  different  from  any  Toyota  you  have 
seen  before. 

Inside,  the  new  Cressida  offers  every  connfort 
and  convenience  feature  you  could  expect  in  the 
world's  highest-priced  automobiles — and  then 
some.  Power  windows,  cruise  control,  climate 
control  and  AM/FM  MPX  4-speaker  stereo  are 
standard  equipment,  of  course. 

But  Cressida's  state-of-the-art  engineering 
includes  much  more.  Like  a  unique  automatic 
shoulder-seat  belt  system. The  belt  is  guided 
around  you  by  an  electric  motor!  And  an  optional 


cassette  player  with  amplifier  and  graphic 
equalizer,  for  the  ultimate  in  automotive  sound. 

Performance  of  the  Cressida  is  also  im- 
pressive. Both  the  Cressida  Sedan  and  5-Door 
Wagon  feature  electronic  fuel  injection  and 
an  innovative  4-speed  overdrive  automatic 
transmission,  to  enhance  the  new  2.8  liter  engine's 
efficiency  MacPherson  strut  front  suspension 
assures  a  soft,  controlled  ride. 

The  Toyota  Cressida.  If  you're  wondering 
why  you  should  buy  a  luxury  car  from  a  company 
famous  for  economy  cars,  you  need  do  only 
one  thing.  Drive  a  Cressida,  and  feel  how 
sumptuous  a  Toyota  can  be. 


J 


INTRODUCING  THE  H 
ALL  NEW  1981  CRESSIDA. 

THE  SUMF 
TOYO 


"UOUS 
A. 


Millions  of  Policyowners 
across  the  country  know  the 
products  offered  by  NLT's 
three  life  insurance  m^\^^ 
affiliates.       '^^j^tm^  S 


None  of  them 
know  the  company 
that  offers  them  aU. 


Because  NLT  Marketing  Services  is  the 
newest  member  of  our  $4-billion  family.  The 
family  is  NLT  Corporation.  We're  insurance, 
broadcasting,  entertainment,  real  estate  develop 
ment,  data  processing,  lodging,  and  more. 

NLT  Marketing  Services  is  part  of  it.  Its  business 
is  offering  the  best  of  our  three  great  life  insurance 
companies— The  National  Life  and  Accident  Insurance 
Company,  Great  Southern  Life  Insurance  Company,  and 

Guardsman  Life  Insurance  Company— to  insurance  agents  and  brokers     •  '  " 

nationwide.  And  these  programs  have  never  been  available  to  agents  and 
brokers  before,  through  one  centralized  source.  As  one  broker  said...    ^  ^— *v 
"all  of  a  sudden,  it's  like  somebody  opened  a  new  territory  for  us."  f 

NLT  Marketing  Services  is  an  important  and  exciting  part  of  TWXT 
NLT.  A  corpKiration  made  up  of  interesting  people  doing  interest-  I^W  1^1 

ing  thills.  And  always  doing  them  a  little  better  than  they're  ex-  ^  ^  *  »^ 

pectedto.  V   "  y 

You  never  heard  of  NtiT?  Well... keep  listening.  t  m. 

r —  — \  More  than  you*d  expect! 


2an  Foods  leads  the  pack  in  growth  and 
ofitability,  which  only  proves  that  sometimes 
Days  to  be  less  than  sophisticated. 


City  bumpkin 


By  Lisa  Gross 

^  EAN  Foods  Co.  comes  as  a  sur- 
■  prise.  It  beats  out  far  larger  CPC 
W  International  and  General  Mills  to 
k  first  in  branded  foods  profitability 

1  earnings  growth  in  the  Forbes  An- 
il Report  on  American  Industry  (Jan. 
Dean,  small  at  $600  million  (1980) 
;s  but  with  a  21.5%  return  on  equity, 
ks  194th  in  profitability  among  U.S. 
npanies,  ahead  of  such  well-run  giants 
3ow  Chemical  and  General  Electric, 
that's  Dean  Foods?  It's  a  Chicago- 
ed  dairy  products  manufacturer  that 

acquired  four  dairies  in  the  last  four 
rs  in  the  fast-growing  South  and  South- 
it.  From  its  headquarters  in  a  small, 
v'dy,  30-year-old  office  building,  it  has 
re  than  tripled  sales  in  the  last  ten  years 
lie  only  doubling  employees.  It's  a 
itly  held,  spartanly  run  company  with 
y  3  million  shares  outstanding — 25% 
them  owned  by  the  Dean  family — 
Qse  management  is  so  confident  of  ris- 
earnings  that  financial  vice  president 
lliam  D.  Fischer  says  Dean  is  already 
sidering  a  stock  split  in  April  because 

2  like  the  price  to  be  in  the  20s." 
ischer  is  anticipating  a  price  move- 
nt there  because  Dean  stock — having 
ibled  in  the  last  year — -is  now  at  35,  or 
:imes  estimated  1980  earnings  of 
and  S4  a  share.  Borden,  Dart  &.  Kraft 
.  Beatrice  Foods  sell  at  6  or  7  times, 
'he  comparison  is  not  gratuitous  be- 
se  little  Dean  was  linked  with  those 
Its  15  years  ago  when  Borden,  Kraft 
der  its  old  name.  National  Dairy),  Be- 
ce  and  Dean  were  all  discouraged 
n  further  dairy  acquisitions  for  ten 
rs  by  the  Federal  Trade  Commission. 
)ean  at  the  time  was  a  $160  million 
es)  company,  as  different  from  the 
i  biggies  as  the  developing  world  is 
n  the  developed.  The  reaction  of  the 
companies  to  the  FTC's  order  was  to 

their  acquisition  committees  work- 
on  other  fields  they  could  enter.  Bor- 

diversified  into  chemicals,  Kraft  di- 


versified into  nondairy  food  products  and 
Beatrice  became  an  aggressive  collector 
of  branded  food  and  consumer  product 
companies. 

But  Dean,  still  run  in  1966  by  the  fa- 
ther and  uncle  of  current  President  How- 
ard Dean,  didn't  have  an  acquisition 
committee.  It  wasn't  sophisticated.  And 
it  was  less  worried  about  the  FTC  than 
about  losing  its  biggest  customer,  Jewel 
Cos.,  Inc.,  which  was  building  its  own 
dairy  plant  and  discontinuing  Dean's  pri- 
vate-label milk  and  ice  cream. 


Dean  Foods  CEO  Kenneth  Douglas 


Making  it  big  on  mundane  miUc. 

Attempting  to  replace  the  lost  Jewel 
business.  Dean  first  tried  to  acquire  a 
troubled  Chicago  dairy,  reckoning  that  if 
it  made  adjustments  so  as  not  to  increase 
its  own  market  share,  the  FTC  wouldn't 
see  it  as  lessening  competition.  Dean 
reckoned  wrongly,  and  got  into  a  one- 
and-one-half-year  wrangle  with  Wash- 
ington. It  bought  a  bakery  company  and 
tried  to  mass-merchandise  wedding 
cakes.  "You  just  don't  mass-merchan- 
dise wedding  cakes,"  observes  Howard 
Dean  dryly.  It  tried  to  buy  a  dairy  in 
Florida,  figuring  that  Florida  was  far 
enough  from  Chicago  that  the  FTC 
wouldn't  object.  It  figured  wrong. 

So  Dean  puttered  along,  sales  volume 


fluctuating,  earnings  rising  some  years, 
falling  others.  It  made  as  much  in  1970  as 
it  had  in  1967.  The  fault  lay  not  with  the 
FTC,  but  inside  Dean.  The  old  family 
ways  were  too  casual  for  modern  busi- 
ness. So  in  1970  the  elder  Deans  stepped 
away  and  Kenneth  Douglas  (now  chair- 
man and  CEO),  Howard  Dean  and  a 
small  band  of  younger  executives  intro- 
duced discipline  to  Dean  Foods. 

Dean's  pricing  system  was  revised  to 
keep  up  with  volatile  commodity  prices, 
rather  than  lag  them  by  weeks  or 
months.  "We  eliminated  or  reduced  un- 
profitable product  lines,"  says  Howard 
Dean,  a  43-year-old  Northwestern 
M.B.A.  who  had  been  the  company's  in- 
ternal auditor.  "We  discontinued  unprof- 
itable customers,  who  wouldn't  pay  us  a 
decent  price  or  pay  their  bills  on  time." 

And,  "Yes,  we  eliminated  a  number  of 
people,"  says  Douglas,  58,  a  onetime  FBI 
agent  who  went  to  work  for  Dean  in 
1954,  in  labor  relations.  The  company 
had  troubles  with  the  Teamsters  union 
when  it  tried  to  close  unprofitable  oper- 
ations. It  now  has  a  policy  of  not  acquir- 
ing dairies  in  northern  cities. 

Thus  in  the  early  1970s,  while  other 
food  companies  diversified,  Dean  per- 
fected cost  controls  to  improve  the  prof- 
itability of  the  dairies  it  started  buying  in 
1976,  when  the  FTC's  restraint  expired. 
After  acquiring.  Dean  trims  payrolls, 
cuts  receivables,  drops  some  product 
lines,  changes  others.  What  can  you 
change  in  a  dairy  operation?  You  can 
push  yogurt,  which  gets  margins  of  5% 
and  more,  rather  than  fluid  milk,  which 
gets  2% . 

Not  that  milk  is  a  poor  business.  The 
American  people  may  not  drink  more 
milk  than  they  ever  did,  but  they  don't 
drink  much  less  either.  It  is  a  stable 
product.  All  the  better,  says  analyst  Ar- 
thur E.  Lichtendorf  of  E.F.  Hutton:  "It 
makes  it  easy  to  leverage."  Dean  paid 
$34.4  million  in  August  for  the  $135  mil- 
lion (sales)  MacArthur  Dairy  Inc.  and  its 
TG.  Lee  Foods,  Inc.  subsidiary  in  Flor- 
ida, pushing  its  debt  above  40%  of  cap- 
italization to  do  so.  "But  by  year-end  it 
was  down  below  40%,"  says  Douglas. 
With  the  fast  cash  flow  of  milk  and  other 
dairy  necessities  helping  to  pay  debt 
quickly,  Douglas  doesn't  fear  running  out 
of  borrowing  power  for  acquisitions. 

Douglas  says  he'd  like  to  buy  a  good 
supplier  to  the  institutional  food  trade,  but 
will  take  a  Sunbelt  dairy  if  one  pops  up  for 
sale.  The  final  irony  of  the  FTC's  1966 
order  is  that  because  of  it  the  big  compa- 
nies still  shy  away  from  bidding  for  dairies. 
Thus,  at  a  time  when  corporate  acquisi- 
tion committees  counsel  purchases  of 
consumer  product  companies  at  10  to  15 
times  earnings.  Dean  could  pick  up  Mac- 
Arthur  Dairy  in  fast-growing  southern 
Florida  for  7  times  its  estimated  $5  million 
earnings.  Dean  Foods  still  doesn't  have  a 
corporate  acquisition  committee.  ■ 
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International  grain  trading  is  a  24-bour-a- 
day  business.  But  CargilVs  Dan  Huber  man- 
ages to  squeeze  it  into  only  14^ 


The  singles 
hitter 


ProfUe 


By  Stanley  Ginsberg 


IT  IS  7:30  ON  A  CRISP  winter  morning 
in  Wayzata,  Minn.,  and  Dan  Huber, 
who  directs  hedging  operations  for 
the  grain  trading  division  at  Cargill,  Inc., 
has  been  in  the  office  for  two  hours. 
"When  I  got  into  this  business  in  1958," 
explains  Huber,  "you  could  manage  ev- 
erything in  a  9-  or  10-hour  day.  But  since 
we  have  started  selling  to  the  Russians, 
it's  become  a  24-hour  market." 


For  privately  held  Cargill,  whose  gram 
dealings  accounted  for  about  one-third  of 
its  estimated  $14  billion  1980  revenues, 
keeping  up  means  maintaining  a  fully 
hedged  position  in  each  of  the  more  than 
a  dozen  commodities  it  trades.  For  44- 
year-old  Daniel  R.  Huber,  a  former  Uni- 
versity of  Wisconsin  basketball  player,  it 
means  staying  up-to-the-minute  in 
worldwide  markets  for  crops  like  v/heat, 
corn  and  soybeans.  "We're  risk  manag- 
ers," he  says.  "The  name  of  the  game  is 


Datiiel  R  I liiher  oj  Cargill.  luc 
Home-run  hitters  strike  out  too  often. 


analysis — of  grain,  transportation  unii 
elevator  capacity,  feed  capacity  and  tl 
cost  of  money.  We  can't  afford  a  era 
shoot.  We  have  to  trade  on  fact." 

Cargill  makes  its  money  trading,  pr 
cessing  and  transporting  agricultur 
products.  Huber 's  18-person  staff  plays 
vital  role  in  that  process.  "The  whu 
point  is  to  protect  ourselves  by  sellii 
everything  we  buy  and  vice  versa,"  1 
explains.  Using  the  futures  markets,  d 
gill  aims  always  to  balance  its  position 
when  the  firm  acquires  corn  from  . 
elevator  in  rural  Iowa,  for  exampi 
Huber  immediately  "hedges"  by  sclln 
offsetting  futures  in  Chicago.  "That  In 
its  the  gains  we  can  realize  when  tl 
market  is  with  us,  but  the  purpose  i 
hedging  is  to  limit  risks,  not  make' 
killing.  We're  singles  hitters.  Home-n 
hitters  strike  out  too  often." 

The  telephone  rings.  Cargill's  Genei 
affiliate,  now  at  the  end  of  its  tradir 
day,  is  reporting  on  international  m.i 
kets  and  crop  prospects  in  Argentin 
Australia  and  South  Africa.  Beyond  tl 
wide  glass  window  that  takes  up  an  ei 
tire  wall  of  Huber's  corner  office  is  tl 
long,  brightly  lit  trading  floor.  Ther 
traders  with  responsibility  for  individu 
grains  are  also  on  their  phones,  gatherii 
intelligence  from  Cargill's  network  of  a 
most  600  offices  worldwide. 

At  9:30  the  markets  open  in  Chicag 
Minneapolis  and  Kansas  City  and  tl: 
tempo  on  Cargill's  trading  floor  picks  u 
Phones  ring  incessantly,  while  the  tra^ 
ers,  often  with  a  receiver  at  each  ea 
peer  intently  at  the  flashing  numbers  c 
the  CRT  consoles  in  front  of  ther 
There  is  little  movement,  save  for  tl 
wire  runners  with  their  stacks  of  whii 
slips.  Yet  the  air  is  electric. 

Today,  Huber's  principal  concern  is  i 
roll  forward  his  hedge  of  some  6  millic 
bushels  of  soybeans  bought  during  la: 
year's  harvest.  To  do  so,  he  needs  to  bi) 
back  January  contracts  sold  last  fall  ar 
sell  new  March  contracts.  He's  also  wo 
ried  about  the  weather.  Last  year 
drought  depleted  subsoil  moisture  i 
much  of  the  country,  which  bodes  ill  f( 
soybean  and  corn  crops.  A  lack  of  snc 
west  of  the  Mississippi  might  mean  hig 
kills  in  fragile  winter  wheat  planting 
while  low  water  on  the  river  has  force 
grain  merchants  to  cut  barge  loadit 
from- 9  feet  of  draft  to  8V2. 

A  bespectacled,  grandfatherly  ma 
knocks  gently  on  Huber's  open  door.  H 
IS  George  Birdsong,  the  division's  tran; 
portation  manager.  "George,"  Hub( 
asks,  his  voice  edged  with  concern,  "ca 
we  get  100  railcars;  The  river  is  backin 
up."  Birdsong  scratches  his  head.  "Well, 
he  answers  hesitantly,  "I  think  we've  gc 
.SO  coming  up  from  Toledo  that  we  migt 
be  able  to  pry  loose."  A  pause.  "I'll  se 
what  I  can  do."  A  smile  and  a  reassurin 
nod,  and  he  leaves. 

Huber  explains:  "Transportation  wi 
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How  did  Minolta 

develop 
the  right  exposure 

in  America's 
camera  market? 


Marii 


Back  in  1959,  Minolta  lacked  a  distribution  system 
in  America. 

But  then,  the  newly  formed  Minolta  USA  came 
into  Marine  Midland  Bank. 

They  needed  financing  from  a  banking  network 
that  had  an  edge  on  the  international  scene.  Marine's 
work  in  the  world's  major  money  centers  had  con- 
vinced them  we  could  do  it. 

We  could.  And  did.  Marine  delivered  a  multi- 


million  dollar  line  of  credit.  Acceptance  financing. 
A  revolving  letter  of  credit.  And  other  banking  services 
that  worked  just  about  as  hard  as  Minolta  itself. 

Today,  Minolta  USA's  nearly  a  $300  million  com- 
pany offering  everything  from  camera  equipment  to 
office  copiers.  As  their  needs  have  grown,  the  Marine's 
financial  services  have  grown  right  along  with  them. 

Minolta  told  it  to  the  Marine,  and  everything  came 
out  picture  perfect. 


MARINE  MIDLAND  BAIMK,im.a. 


New  York  City,  Buffalo,  Miami,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  Jakarta,  London,  Madrid,  Manila,  Mexico  City,  Nassau, 
Panama,  Paris,  Rio  de  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tokyo,  Toronto. 


J 

"I  have  to  make  sure  we  do  things  right. 
I        That's  my  name  on  the  door."  -bd  Mam  ..  P  esufcm 

Marriott  Corporation 


"Checking  on  our  hotels,  last 
year,  I  traveled  liopoo  rrules. 

I  visited  every  single  Marriott 
Hotel -some,  more  than  once. 

1  inspeaed  more  than  ipoo 
hotel  rooms.  Examined  48 
ballrooms.  Toured  63  kitchens. 

So  I  know  as  well  as  you  do: 
business  trips  are  hard  work. 

That's  one  reason  all  of  us  at 
Marriott  work  so  hard  to  take  the 
hassle  out  of  your  stay 

We  think  that  when  you  check 
in,  you  should  be  able  to  check  in 
fast.  And  if  you  ask  for  a  6:15  wake- 
up  call,  that's  when  it  should  arrive. 

It's  just  a  question  of  paying 
attention  to  the  details. 

This  attitude  helps  explain  why 
Marriott  has  one  of  the  highest  occu- 
pancy rates  in  the  hotel  industry 
And  why  the  Mobil  Travel  Guide 
gives  Marriott  more  4-star  ratings 
than  any  other  hotel  company 

That  makes  all  of  us  at  Marriott 
proud.  And  no  one,  more  than  me. 

Because  every  4-star  rating  goes 
to  a  hotel-with  my  name  over  the 
door." 

J^arriott  Hotels. 


our  biggest  challenge  after  Soviet  trade 
opened  up  in  1972.  We  now  own  3,500 
covered  hopper  cars — not  because  we 
want  to,  but  because  the  railroads  were 
strapped  for  capital  while  we  watched 
grain  exports  double  to  about  5  million 
tons."  Of  course,  by  using  some  of  its 
own  rolling  stock  and  barges,  Cargill  can 
often  reduce  freight  charges  while  enjoy- 
ing investment  tax  credits.  And  in  a 
business  where  a  swing  of  1  cent  a  bushel 
can  turn  profit  into  loss,  such  minuscule 
advantages  are  important. 

So  is  a  keen  sense  of  timing — some- 
thing that  helped  Cargill's  professionals 
react  to  the  market's  sharp  December 
break,  which  left  many  individual  com- 
modity traders  bleeding.  Huber  sees  the 
sudden  nine-day  drop  in  terms  of  funda- 
mentals. "Last  summer's  drought  cut 
heavily  into  supplies  and  the  players  got 
too  bullish  too  soon.  Then  interest  rates 
jumped  from  14%  to  21'/2%,  and  carry- 
ing costs  shot  up.  A  flat  October-Decem- 
ber spread  encouraged  producers  to  sell 
heavily,  and  economic  problems  over- 
seas pushed  foreign  purchases  way  down. 
Then  there  were  the  Russians,  just  sit- 
ting at  the  Polish  border.  Invasion  might 
mean  another  embargo." 

Huber  grabs  a  midmorning  sandwich 
in  the  Cargill  cafeteria  and  checks  the 
hedging  room,  a  glass-enclosed  cubicle 
off  the  trading  floor.  Staffers  watch  a 
20-foot  wall  of  electronic  monitors  and 
speak  softly  into  headsets  that  connect 
them  with  exchanges  throughout  the 
country.  "There  is  no  question  that 
feed  grain  supplies  will  be  tight  for  the 
foreseeable  future,"  he  says.  "Right 
now  the  U.S.  is  planting  some  320 
million  acres.  That  will  hit  340  million 
in  1985,  and  U.S.  farmers  will  be 
against  their  physical  limits.  Eventual- 
ly, a  technological  breakthrough  will 
radically  increase  yields,  but  until  then 
price  rationing  imposed  by  the  market 
will  determine  whether  a  U.S.  farmer 
will  be  better  off  with  wheat,  corn, 
soybeans  or  roughage." 

That  supply  picture,  of  course,  isn't 
only  an  educated  guess.  But  Huber  seems 
to  have  an  even  keener  feel  for  future 
demand.  He  expects  that  the  Soviets  will 
continue  to  be  major  grain  buyers.  "They 
need  to  grow  220  million  metric  tons  a 
year  to  stay  even,  and  another  5  million 
to  8  million  to  meet  their  five-year  plan- 
ning goals,"  he  says.  "Their  1980  crop 
won't  exceed  185  million  tons,  but  infra- 
structure problems  limit  them  to  35  mil- 
lion tons  of  imports.  They'll  have  to 
make  up  the  difference  by  drawing  down 
existing  stocks,  which  are  already  weak- 
ened by  a  series  of  bad  harvests." 

Another  big,  longer-term  buyer  will  be 
the  Chinese.  Huber  spent  ten  days  in 
China  last  October,  and  he  estimates 


Peking's  current  grain  production  at  310 
million  tons,  with  the  transportation  ca- 
pacity to  import  another  15  million  tons 
annually.  "They're  in  reasonably  good 
shape  for  the  moment,"  he  concludes. 
"But  soon  a  rising  standard  of  living  will 
create  pressure  for  an  upgraded  diet.  That 
has  happened  already  in  Taiwan,  Korea 
and  Mexico,  and  it  means  that  world 
grain  demand  has  got  to  go  up." 

It  is  nearly  1 :30  p.m.  now,  and  Huber's 
shop  is  beginning  to  relax  after  the  1:15 
market  closings.  He  flips  through  a  pile 
of  wires,  quickly  taking  in  their  con- 
tents. A  stocky,  florid-faced  trader  rushes 
in.  "I'm  furious,"  he  storms.  "Continen- 
tal sold  7  million  March  beans  at  half  a 
cent  under  our  offer.  The  game's  over.  I 
can't  believe  it."  Huber's  face  darkens: 
The  price  will  likely  drop  another  half 
cent  over  the  weekend,  representing  a 
loss  of  almost  $25,000  on  the  4.8  million 


"There  is  no  question  that 
feed  grain  supplies  will  be 
tight  for  the  foreseeable  fu- 
ture. Eventually  a  technologi- 
cal brealcthrough  will  radical- 
ly increase  yields,  but  until 
then  price  rationing  imposed 
by  the  market  will  determine 
whether  a  V.S.  farmer  will  be 
better  off  with  wheat,  com, 
soybeans  or  roughage." 


bushels'  remaining  to  be  sold.  "Okay," 
Huber  says.  "We'll  have  to  eat  it.  Don't 
let  things  get  to  you." 

Huber,  an  avid  golfer  and  hunter  who 
still  enjoys  an  occasional  game  of  basket- 
ball, is  nothing  if  not  a  company  man. 
Joining  Cargill  right  out  of  college,  he 
served  his  apprenticeship  in  grain  trad- 
ing in  places  like  Plainview,  Tex.,  Chat- 
tanooga and  the  Chicago  and  Minneapo- 
lis exchanges.  During  his  five-year  stay 
as  head  of  Cargill's  Chicago  regional  of- 
fice, he  earned  a  reputation  as  a  tough 
and  demanding  boss — and  you  can  still 
see  fire  flash  across  his  face  when  the 
market  moves  against  him. 

For  the  next  four  or  five  hours  Don 
Huber  will  work  quietly  in  his  office  on 
details  that  have  fallen  through  the 
cracks  of  another  frantic  trading  day. 
"You  know,"  he  says,  "when  I  got  out  of 
school  I  knew  I  wanted  to  be  in  real 
estate,  securities  or  commodities.  I 
chose  commodities,  but  had  no  idea  of 
how  much  fun  it  would  be.  God,  I  love 
the  work." 

Outside  the  window,  a  gaudy  cock 
pheasant  struts  across  the  Minnesota 
winter.  Inside,  Huber  surveys  his  traders 
and  ponders  how  many  singles  they  hit 
today.  ■ 
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Rather  than  fret  about  deregulation  and  com- 
petition, Centers  Bob  Reuss  saw  opportunities. 
Now  Centel  is  becoming  a  power  in  cable. 


Ringing  the  bell 


By  Larry  Marion 

Centel's  unique  selling  proposi- 
tion is  a  simple  one:  It  is  the  fast- 
est-growing and  most  profitable 
major  independent  telephone  company 
in  the  U.S.  Centel — short  for  Central 
Telephone  Utilities  Corp. — is  a  quiet 
Midwest  operator,  but  look  at  its  figures; 
1980  revenues  up  20%,  to  $900  million, 
on  top  of  a  15.7%  average  annual  sales 
growth  over  the  previous  four  years. 
Earnings  per  share  grew  at  an  average 
9.6%,  to  $3.51  in  1980,  ranking  Centel 
tops  among  the  telecommunications 
companies  in  the  Forbes  Annual  Report 
on  American  Industry  (A///  5/ 

Centel's  growth  results  from  a  dramat- 
ic repositioning  of  the  55-ycar-old  com- 
pany by  Chairman  and  CEO  Robert  R 
Reuss.  In  his  nine  years  at  the  top  he  has 
transformed  Centel  from  a  bland,  slow- 
growth  $270  million  utility  into  a  con- 
tender in  such  fast-growing  markets  as 
cable  television.  Telephones  now  pro- 
vide just  63%  of  revenues.  Soon  Centel 
will  be  one  of  the  largest,  if  all  but  un- 
known, cable  networks  in  the  country, 
with  almost  100,000  subscribers,  most 
acquired  in  1980  at  a  cost  of  about  $50 
million.  Reuss  claims  internal  growth 
will  add  another  25,000  by  year-end,  and 
nearly  400,000  more  before  1985.  If  he 
had  those  500,000  subscribers  now,  he'd 
have  the  seventh-  or  eighth-largest  cable 
business  in  the  U.S. 

Reuss  recognized  a  decade  ago  that  the 
telephone  industry  was  headed  for  tur- 
moil. "Political  and  social  pressures  were 
building  on  American  Telephone  &  Tele- 
graph Co.,"  he  recalls.  "A  major  reorga- 
nization of  the  industry  was  coming." 
He  should  know — he  spent  34  years  in 
the  Bell  System,  both  in  the  operating 
companies  and  at  AT&T  headquarters. 
An  Illinois  native,  he  joined  Centel  to 
run  his  own  show  and  stay  in  Chicago. 

Reuss  correctly  foresaw  that  newcom- 
ers like  MCI  Communications  Corp. 
would  siphon  off  some  of  Centel's  share 


Centel  (JiO  Robert  Reuss  in  a  cable  studio 


Haifa  million  subscribers  by  1985? 

of  lucrative  long-distance  telephone  rev- 
enues. Fast-talking  equipment  salesmen 
would  invade  Centel's  turf,  selling  more 
advanced  telephone  gear  than  the  stuff 
he  was  only  leasing  to  Illinois  and  Neva- 
da customers,  and  this  cream-skimming 
would  starve  Centel. 

But  while  AT&T,  the  Federal  Commu- 
nications Commission  and  the  newcom- 
ers fought,  Reuss  didn't  call  his  congress- 
man. "We  decided  not  to  be  paranoid.  We 
seized  the  chance  to  change  the  com- 
pany," he  says  in  his  low-key  prairie  tone. 

Reuss  inherited  one  of  the  more  color- 
ful creations  of  Max  McGraw,  the  fa- 
mous Iowa  electrician-turned-entrepre- 
neur who  founded  electrical  equipment 
supplier  McGraw-Edison.  McGraw  pre- 
sided over  dozens  of  small  telephone, 
electric,  gas  and  water  systems,  the  prod- 
uct of  four  decades  of  buying  out  or  fore- 
closing on  his  equipment  customers.  By 
his  death  in  1964,  Central  West  Public 


Service  Co.  was  an  amorphous  amalgai 
stuck  in  a  slow-growth  rut.  Few  indepe 
dent  telephone  utilities  were  left.  Skil 
flint  utility  commissioners  balked  at  sii 
able  rate  increases.  Reuss  reorganiz< 
and  consolidated  operations,  and  in  19' 
sold  off  the  Nebraska  gas  system  for  $ 
million.  He  conserved  capital  by  buyii 
electricity  from  another  utility  to  supp 
Colorado  customers,  rather  than  buildii 
expensive  new  generating  capacity. 

Centel's  moves  into  new  business 
shocked  the  utility  commissioners.  N 
only  was  Centel  reducing  its  commi 
ment  to  regulated  markets,  Reuss  w 
using  telephone  profits  to  gain  a  footho 
in  unregulated  equipment  markets.  "Il 
a  new  world  out  there,"  Reuss  says,  "ai 
some  state  regulators  don't  realize  it." 

By  buying  suburban  cable  systems  nd 
to — but  not  within — his  suburban  tel 
phone  operations,  Reuss  bypassed  FC 
regulations  that  forbade  Centel  ownersh: 
of  cable  television  and  telephone  systen 
in  the  same  area.  "We  prefer  areas  whe: 
we  know  the  market,"  Reuss  says.  Aft 
buying  a  central  Texas  telephone  con 
pany  in  1975,  Centel  grabbed  a  cab 
system  in  a  nearby  Houston  suburb  i 
1 979.  Centel  now  owns  1 7  suburban  Ch 
cago  franchises,  encircling  its  existii 
operations,  and  last  year  moved  ini 
southern  Ohio  and  Kentucky. 

Centel's  strategy  is  to  build  a  netwoi 
by  buying  small  suburban  franchise 
typically  owned  by  local  investors  wl: 
have  exhausted  the  tax  benefits  of  ear 
system  losses.  Most  are  willing  to  sell  f( 
about  half  the  going  rate  of  $800  \ 
$1,000  for  each  new  subscriber. 

To  help  him  buy  time,  meanwhile,  ar 
to  protect  his  telephone  flanks  froi 
growing  competition,  Reuss  has  bougl 
regional  distributors  of  business-commi 
nications  gear  like  Fisk  Telephone  ar 
Livingston  Communications.  Now  Cei 
tel's  equipment  sales,  22%  of  the  corpi 
rate  total,  exceed  the  revenues  of  i 
original  business,  electric  power. 

Centel  does  not  indulge  in  accountir 
tricks  like  deferring  the  big  front-en 
costs  for  new  electronic  hardware  an 
cable  development— it  depreciates  ce 
tain  parts  over  five  years.  Thus  tt 
unregulated  areas  yield  only  10%  of  Cei 
tel's  net  income  on  22%  of  the  revenue 
To  generate  more  cash,  Reuss  may  dive: 
the  electric  utilities,  worth  at  least  the 
$75  million  book  value,  to  help  finam 
future  unregulated  industry  moves. 

Discussions  are  under  way  for  Centel  t 
provide  locally  generated  programmir 
for  his  cable  subscribers.  Tie-ins  with  loc; 
merchandisers  and  newspapers  woul 
open  up  another  low-cost,  high-retur 
information  delivery  business  thi 
wouldn't  put  Centel  in  competition  wit 
the  big  money  from  New  York  and  Califo: 
nia.  Unlike  many  a  utility  executive.  Bo 
Reuss  isn't  waiting  for  somebody  else  t 
shape  his  destiny.  ■ 
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PRACTICAL. 
RIGHT  UP  TO 
THE  END. 


The  front-wheel-drive  cars  with  expensive 
nameplates  end  up  with  a  formal  roof  line  and  a 
traditional  trunk. 

Very  stylish. 

Our  Chevy  Citation  ends  up  with  an  enormous 
hatchback. 

Very  practical.  (Fold  down  the  rear  seat  and 
your  people  can  drive  away  with  virtually  the  virtues 
of  a  station  wagon.  And  even  with  it  up,  they'll  enjoy 
more  concealed  "trunk  room"  than  the  front-wheel- 
drive  cars  with  trunks.) 

Equally  practical  is  what's  ahead  of  our  behind: 
a  4-cylinder  engine.  And  comfortable,  trimly 


tailored  seating  for  five. 

So  it's  no  small  wonder  Citation  proved  to  be  so 
popular  a  fleet  car  you  couldn't  get  one  for  love  or 
money  just  a  few  months  ago.  A  situation,  we're 
happy  to  report, that's  now  been  corrected.  Once 
again.  Citations  are  in  ample  supply  and  available 
for  delivery. 

And  still  at  the  practical  price  of  a  Chevrolet. 
An  important  consideration  in  these  days  when  you 
need  to  make  every  penny  count. 

After  all,  the  name  of  the  game  is  to  impress 
people  with  your  P&L  statement. 

Not  the  names  on  the  fenders  of  your  fleet  cars. 


CHEVROLET 


The  Presidmt  canr't  do  it  alone 


Our  economy  is  stuck  in  the  mud. 

We've  been  spinning  our  wheels— with  high 
taxes,  higher  interest  rates,  big  government, 
over-regulation,  social  insecurity,  foreign  give- 
aways—and we  just  keep  digging  ourselves 
in  deeper. 

Our  new  President  can  get  us  unstuck— but 
he  certainly  can't  do  it  alone. 

Americans  are  known  for  get-up-and-go  .  .  . 
self-reliance  .  .  .  independence. 

We  haven't  exercised  those  muscles  lately; 
now  we  must. 


O.K.  Everybody  out  and  push. 

The  free  rides  are  o\er ! 


James  E.  Stewart.  Chairman  of  the  Board  and  Chief  Executive  Officer 
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me  people  say  Gillette's  recovery  from  four  years  of  earnings 
2gnation  won't  last.  Maybe  that's  because  they  don't  know  what  was 
^hind  the  stagnation — or  behind  the  recovery. 


The  patient  honing 
of  Gillette 


By  Robert  J.  Flaherty 

IAS  Gillette  finally  broken 
out  of  the  earnings  doldrums 
and  become  a  blue  chip 
rth  buying  again?  Merrill  Lynch 
's  yes.  L.F.  Rothschild  says  no. 
)st  of  Wall  Street  sits  firmly  on 
;  fence,  pleading,  like  the  analyst 
Bear  Stearns,  "Gillette  is  a  tough 
npany  to  call." 

rhat  it  is.  But  the  closer  you  look 
the  changes  taking  place  in  the 
2  billion  (sales)  company,  the 
ire  convinced  you  become  that 
!  turnaround  is  real.  On  the  sur- 
e,  the  record  is  certainly  not 
imising.  Earnings  hit  $2.83  in 
74  and  didn't  make  it  to  $3.14 
til  1978.  Net  margins  shrank  from 
enerous  9.8%  in  1970  to  a  medio- 

5%  in  1977.  The  stock  has  most- 
hovered  around  25  or  30  since 
74,  and  touched  a  15-year  low  of 
as  recently  as  last  March.  Late- 
it  has  been  about  27'/2  again.  But 
at  really  frightens  most  analysts, 
:ause  of  its  unpredictability,  is  a 
ig  history  of  disappointing  acqui- 
lons  and  product  failures, 
itill,  margins  have  begun  a  come- 
;k,  and  there  have  been  two  good 
nings  gains  back  to  back:  to  $3.67 
1979  and  to  about  $4.10  in  1980. 
other  gain  to  maybe  $4.50  is  in  pros- 
:t  for  1981.  Just  how  dramatic  it  will 

depends  heavily  on  the  depth  and 
gth  of  the  recession. 
R)  understand  whether  those  gains  are 
rage  or  reality,  you  must  know  what 
>  been  gomg  on  underneath  the  surface 
Gillette  for  the  past  decade  and  a  half, 
the  early  Sixties,  Gillette  was  one  of 
;  premier  blue  chips.  It  had  a  seeming- 
iermanent  lock  on  the  American  razor 
de  market,  one  of  the  most  profitable 
ge  businesses  on  earth.  The  company 
1  earned  enormous  success  with  its 
le  Blades  promotion,  beating  down 
lick  and  Personna,  and  was  sitting  fat 
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and  happy  up  m  Boston,  rakmg  in  the 
chips  and  settling  into  a  highly  prosper- 
ous, if  stodgy,  middle  age. 

The  halls  were  filled  with  studious 
M.B.A.s  analyzing  everything  to  within 
an  inch  of  its  life,  and  of  course  generally 
finding  little  that  needed  to  be  changed. 
Gillette's  return  on  equity  routinely  ran 
to  30%  and  up.  A  price/earnings  ratio  of 
22  seemed  about  right. 

Then,  Wilkinson  Sword  and  its  stain- 
less steel  blade  burst  upon  this  blissful 
scene  like  a  thunderbolt  from  a  clear  blue 
sky.  The  king  of  blades  was  completely 
unprepared  for  the  onslaught,  despite  its 
carefully  polished  image  of  technical  ex- 


cellence. In  the  bitter  marketing 
struggle  that  ensued,  what  was  need- 
ed was  not  studious  M.B.A.s,  but 
someone  with  the  instincts  of  a  gut 
fighter.  Fortunately  for  Gillette  there 
was  such  a  person  on  hand.  His 
name  was  Vincent  C.  Ziegler. 

Ziegler,  then  54,  was  the  antithe- 
sis of  what  much  of  the  corporate 
culture  admired.  Not  only  was  he  no 
M.B.A.,  he  was  a  college  dropout 
who  had  begun  as  a  used-car  sales- 
man, worked  his  way  up  through 
Chrysler,  then  through  Hiram 
Walker  and  finally,  starting  in  1946, 
through  Gillette.  Ziegler's  big  coup 
had  been  the  Blue  Blades  promo- 
tions in  the  Fifties,  keeping  him  at 
the  top  of  Gillette's  North  Ameri- 
can razor  operation,  which  is  to  say 
in  charge  of  most  of  the  company. 
He  was  an  instinctive  ally  of  the 
sample-case  salesman,  as  opposed 
to  the  marketing  mandarin  at  head- 
quarters, and  he  never  hesitated  to 
say  so.  He  palled  around  with  Ste- 
phen Griffin,  also  a  nongraduate, 
who  was  Gillette  president  until  the 
first  of  this  month.  Ziegler  felt  a 
certain  distance  from  some  of  the 
rest  of  the  second  and  third  lines  of 
management.  "In  the  Boston  area 
you  are  bound  to  accumulate 
them,"  he  would  say  to  Griffin  of 
those  M.B.A.s  he  considered  timid  and 
uncreative. 

Ziegler  did  not  quite  rout  Wilkinson 
Sword,  but  he  fended  it  off  enough  to 
recover  much  of  Gillette's  lost  market 
share.  His  strategy  Vv'as  simplicity  itself. 
He  waited  until  he  was  sure  he  had  a 
better  stainless  blade,  then  pushed  it 
with  promotional  budgets  in  the  multi- 
megaton  class.  The  company  was  im- 
pressed. ("Actually  it  was  never  a  prob- 
lem of  the  dimensions  everybody  spoke 
about  back  in  those  days,"  he  would 
laugh  long  afterward.  "Miami,  Los  Ange- 
les and  New  York  were  the  only  three  areas 
where  the  pressure  was  on.")  Ziegler  be- 
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came   chairman   and   CEO   in  1966. 

So  far,  so  good.  Return  on  equity 
stayed  around  30%  for  the  balance  of  the 
Sixties.  But  then  Ziegler  embarked  on  a 
series  of  diversifications  and  acquisi- 
tions for  which  he  has  been  much  criti- 
cized ever  since.  While  Gillette  had  a 
couple  of  fair-size  sidelines — Paper  Mate 
pens,  acquired  in  1955,  and  Toni  home 
permanents,  acquired  in  1948 — and  in- 
ternally developed  Right  Guard  deodor- 
ant, all  together  they  added  up  to  48%  of 
sales,  and  only  30%  of  profits.  Ziegler 
proceeded  to  spread  out  in  almost  every 
conceivable  direction  at  once.  He: 

•  Aggressively  expanded  the  interna- 
tional razor  distribution  into  practically 
every  comer  of  the  world. 

•  Forced  International  into  aggressive 
introduction  and  sale  of  Gillette  toiletry 
products. 

•  Pushed  Paper  Mate  pens  overseas. 

•  Bought  Braun,  a  German  electric 
shaver  and  appliance  company. 

•  Bought  S.T.  Dupont,  a  French  manu- 
facturer of  luxury  items  and  expensive 
lighters  and  used  it  to  introduce  the 
Cricket  disposable  lighter. 

•  Acquired  Eve  of  Roma  high-fashion 
perfume,  Buxton  leather  goods,  Sterilon 
hospital  razors,  Jafra  Cosmetics,  Wel- 
come Wagon,  Inc.,  companies  that  made 
wigs  and  plant  care  products  as  well  as 
six  other  outfits. 

•  Brought  out  a  series  of  Toni  hair 
coloring  products,  which  failed. 

•  Brought  out  Earthbom  shampoos, 
which  failed;  Nine  Flags  colognes,  which 
failed;  an  electric  hair  untangler  called 
"Purr,"  which,  you  guessed  it.  .  .  . 

•  Tried  making  digital  watches,  hand- 
held calculators,  smoke  alarms  and  fire 
extinguishers — losers  all. 

•  And  talked  out  loud  about  diversify- 
ing into  such  things  as  soft  drinks  and 
geriatric  products,  and  even  considered 
an  acquisition  of  Becton,  Dickinson,  the 
hospital  supply  outfit. 

Not  surprisingly,  corporate  overhead 
soared  as  Ziegler  added  battalions  of  ac- 
countants and  managers  to  oversee  his 
global  empire  and  his  myriad  tiny  acqui- 
sitions. The  acquisitions,  mostly  for 
cash,  were  individually  inexpensive,  be- 
ing very  small  companies.  But  all  in  all 
they  added  $100  million  in  debt  and  $10 
million  pretax  in  annual  interest  costs  to 
the  corporate  burden. 

As  corporate  margins  shrank,  Ziegler 
took  a  chance  and  cut  back  on  the  adver- 
tising budget  to  bolster  profits.  This  did 
not  hurt  the  Paper  Mate  pen  operation, 
which  was  stagnating  from  a  lack  of  new 
ideas  rather  than  ad  dollars.  The  razor 
blade  operation,  then  headed  up  in  the 
U.S.  by  Joseph  F.  Turley,  now  Gillette 
president,  adapted  by  putting  all  its  ad 
chips  behind  one  product,  its  new  Trac  II 
twin-blade  shaving  system,  with  dramat- 
ic success.  But  the  toiletries,  full  of  new 
products  and  lacking  the  overwhelming 

84 


consumer  franchise  that  blades  enjoyed, 
became  a  disaster  area.  By  the  end  of 
1975,  when  Ziegler  retired,  earnings'  re- 
turn on  equity  had  slipped  to  under  18%. 

But  Vin  Ziegler  had  also  been,  busy 
building  a  top  management  team  that 
suited  him.  Despite  his  prejudice  against 
M.B.A.s,  he  did  it  mainly  through  pro- 
motion from  within.  He  switched  his 
mostly  young  executives  from  post  to 
post,  country  to  country,  trying  to  blood 
them,  constantly  searchmg  for  the  right 
combination  of  man  and  job.  Here 
Ziegler  built  well. 

The  shining  star  was  Paul  Cuenm,  a 
brilliant  executive  who  had  lost  a  leg  in 
World  War  n,  but  had  overcome  the 
handicap  with  his  business  accomplish- 
ments. "Yeah,"  said  Ziegler  once,  "I  used 
to  express  the  worry  to  Cuenin  that  new 
shaving  competition  was  going  to  give  us 
even  worse  trouble  than  we  thought.  He 
was  a  very  wise  young  man  and  he  said 
that  men  don't  make  rapid  changes  in 
product  usage  and  the  name  Gillette  is  a 
pretty  strong  name.  Furthermore,  it 
takes  a  pretty  sizable  capital  investment 
to  get  into  this  kind  of  business.  People 
who  have  the  distribution  capability  usu- 
ally aren't  used  to  these  tremendous  ma- 
chines. He  was  right."  Cuenin  was  going 
to  be  Ziegler's  successor,  but  in  1970  he 
died  of  a  heart  attack  on  a  business  trip 
to  Germany,  at  the  age  of  48. 

Forced  to  look  for  another  succes- 
sor, Ziegler  reluctantly  turned  out- 
side the  company,  hiring  a  new 
hotshot  product  man  away  from  Norton 
Simon.  This  was  Edward  "Cranapple 
Ed"  Gelsthoipe,  whose  name  had  be- 
come legend  in  some  circles  for  coming 
up  with  new  products  like  the  idea  of 
mixing  cranberry  juice  and  apple  juice. 
Thus  the  Cranberry  Association  could 
sell  cranberries  the  other  1 1  months  of 
the  year.  Gelsthorpe  was  a  maverick,  an 
unconventional  personality  even  more 
alien  to  the  staid  atmosphere  inside  Gil- 
lette than  was  Ziegler.  Torpedoed  by  the 
organization,  Gelsthorpe  left  after  15 
months  as  president. 

Which  put  Ziegler  back  on  square  one. 
This  time  Ziegler  reached  again  into  the 
Gillette  organization  for  an  executive 
who  seemed  in  most  ways  entirely  his 
opposite.  Colman  Mockler  was  patrician 
and  thoughtful  in  manner  where  Ziegler 
was,  well,  the  image  of  a  successful  used- 
car  salesman.  Mockler 's  background  was 
financial  not  sales,  and  he  had  gone  to 
Harvard  and  the  Harvard  Business 
School.  But  there  was  no  overlooking 
Mockler 's  ability.  He  had  gotten  off  to  an 
auspicious  start  at  Gillette  in  1957,  down 
in  the  depths  of  the  company's  financial 
department,  and  by  the  mid-Sixties  re- 
vamped the  company's  international  ac- 
counting system.  By  the  1970s  he  was 
financial  executive  vice  president,  very 
near  the  top  of  the  ladder.  He  was  boost- 
ed up  to  vice  chairman  as  a  sop,  when 


Goal  being  realized 

These  four  charts  showing  Gilleti 
North  America  by  lines  of  business  su; 
gest  that  a  dream  of  former  CEO  Vii 
cent  Ziegler  should  finally  be  realize 
in  1981,  thanks  to  the  efforts  of  succe: 
sor  Colman  Mockler.  A  burst  of  ne' 
products  has  been  bankrolled  with  tet 
of  millions  of  promotional  dollars  free 
up  by  streamlining  Gillette,  and  profii 
have  begun  to  levitate  according] 
While  blades  are  more  dominant  tha 
ever,  stick  pens  and  erasable  ink  ha^ 
sparked  a  major  turnaround  in  writii 
instruments.  Once-sick  toiletries  is  f 
nally  beginning  to  respond  to  massiA 
ad  spending.  "Other,"  which  excludt 
Braun  and  has  aid  yet  to  come  from 
new,  lower-cost  Cricket  )r.  disposabi 
lighter,  seems  poised  for  recovery  afti 
a  lengthy  price  war.  Result:  Total  Gi 
lette  North  American  nonblade  profii 
should  exceed  blade  profits  for  the  fir: 
time,  a  feat  that  most  analysts  ha^ 
long  considered  impossible. 

! 


Note:  All  annual  breakdowns  aie  estimates 
Sources:  Drexel  Bumham.  Memll  Lynch:  Forbes 


"A  complex,  embattled  man" 

Shortly  before  he  retired  at  the  end  of  1975,  Vincent  Ziegler  opened  his 
top  desk  drawer — locked  to  everyone  but  himself  and  his  secretary — and 
took  out  several  handwritten  pages  of  corporate  problems  as  he  saw 
them  ten  years  before,  when  he  became  CEO.  All  those  problems  had  been 
solved,  he  told  Forbes.  "As  you  can  see,  we  had  a  plateful,"  he  said.  "The 
company  had  no  clear-cut  corporate  objectives  when  I  came  in. 

"But  the  real  problem  was,  we  were  substantially  a  one-product  business. 
You  can  never  tell  what's  going  to  happen,  but  certainly  if  you  are  in  a  very 
dominant  position  in  one  line  of  business,  as  we  were  and  are,  your  rate  of 
growth  is  going  to  be  pretty  confined,  the  closer  to  the  ceiling  you  get." 

Wilkinson  Sword  could  not  beat  Gillette  at  Gillette's  own  game,  but  it  was 
the  first  pointed  reminder  since  the  Thirties  that  Gillette  was  vulnerable  to 
innovation  and  change. 
Gillette  was  king,  all 
right,  but  king  of  a  mature 
market.  It  was  something 
Ziegler  had  already  been 
thinking  about. 

"Back  in  1958  I  hired  a 
big  research  group  to  find 
out  what  the  public  did 
think  we  ought  to  be  in. 
We  thought  cutting,  pene- 
trating and  perforating, 
even  things  like  hobby 
kits.  The  public  said  no, 
you  ought  to  be  in  person- 
al care  items,  which  make 
lives  easier  or  overcome 
minor  social  problems. 
Low-priced  things  that 
can  be  mass-produced  and 
mass-marketed." 

So  he  was  certain  he 
had  to  diversify,  even 
though  nothing  he  diver- 
sified into  could  possibly 
be  as  profitable  as  razor 
blades;  even  though  he 
knew  it  would  be  difficult 
and  costly,  especially  go- 
ing overseas  and  market-    ^^'f  '^"^  Vincent  Zie}>!er 

ing  into  alien  cultures;    "We  had  a  plateful."  

even  though  he  seemed  to  feel  his  marketing  and  research  people  were 
antagonists  to  be  fought  in  this  effort  rather  than  allies  who  might  be  able  to 
offer  advice. 

"Some  of  the  brighter  kids  who  went  through  all  those  fancy  business 
schools,"  he  snapped  that  day  in  1975,  "have  been  taught  so  much  in  their  case 
studies  about  things  which  might  come  up  that  they  start  to  overanalyze  to  the 
point  you  don't  get  anything  done.  There  are  a  lot  of  reasons  why  you  shouldn't 
have  had  Trac  n.  And  a  lot  of  people  said  our  Right  Guard  aerosol  deodorant 
wasn't  going  to  work  because  it  was  too  cold.  But  there  has  to  be  some  risk  in 
business." 

So,  sadly,  Ziegler  resorted  to  his  scattershot  diversification  strategy.  It  was 
slow,  inefficient,  even  wasteful — and  scarcely  designed  to  bring  him  or  Gillette 
much  credit  in  the  eyes  of  outsiders.  But  he  didn't  care  much  about  that. 
"What  one  thinks  are  the  maior  accomplishments  and  what  other  people  think 
are  often  very  different,"  he  told  us,  with  perhaps  an  edge  of  anger  to  his  voice. 

A  complex,  embattled  man.  No  point  now  asking  what  if .  .  .  what  if  he 
hadn't  felt  himself  at  war  with  the  style  and  ethos  of  the  company  he  ran,  what 
if  he  had  relied  more  on  its  considerable  executive  strengths.  No  matter.  He  did 
what  he  thought  he  had  to  do,  and  at  bottom  he  knew  what  the  right  thing  w'as 
even  if  ho  didn't  quite  know  the  best  way  to  do  it.  Gillette (-//c/  need  to  diversify. 
And  now  it  has,  successfully. 

It  is  because  of  Ziegler's  own  strengths  that  the  record  is  finally  coming  to 
vindicate  him.  It  is  because  of  his  own  flaws  that  he  would  only  see  the 
beginning  of  that  vindication  before  he  died. — R.J.F. 


passed  over  for  Gelsthorpe. 

When  Mockler  took  over  the  reins 
1976  it  was  hard  on  the  heels  of  l 
OPEC  oil  shock  and  the  1974  recessi( 
fine  excuses  to  call  a  halt  to  Gillette's  i 
of  acquisition.  There  was  no  oppositic 

The  centerpiece  of  Mockler's  stratc 
was  to  cut  costs  dramatically  and  pc 
the  money  saved  into  ad  and  prodi 
development  budgets.  It  meant  a  shift 
$70  million  dollars. 

First,  Mockler  set  out  to  cut  all  1 
marginal  products  and  businesses  ac( 
mulated  under  Ziegler.  Some  were  m 
ginal  only  because  they  didn't  fit.  C 
lette  simply  did  not  have  the  hang 
selling  high-fashion  perfumes,  for  exa 
pie,  so  Eve  of  Roma  went.  Welcome  W 
on  turned  out  to  be  a  fine  vehicle  for  1 
local  dry  cleaning  establishment  but  n 
as  Ziegler  had  thought,  for  setting  ui 
nationwide  network  for  peddling  thir 
like  homeowners'  insurance.  Leatl 
goods  needed  very  different  distributi 
channels.  The  hospital  razors  wentj 
the  wrong  market.  "You  don't  advert 
Sterilon  razors  to  the  patient,"  remai 
Gillette  Treasurer  Milton  Glass.  "Y 
know,  'ask  for  it  by  name  when  y 
enter  the  surgical  ward'  sort  of  thing!" 

Second,  Mockler  slashed  corpon 
overhead.  This  year,  though  sales  ha 
doubled  since  1974,  Gillette  has  no  m( 
employees  than  it  did  in  1974. 

Third,  and  perhaps  more  importai 
Mockler  went  after  cost-cutting  in  t 
divisions  with  a  messianic  zeal.  Eve 
Gillette  operation  has  had  to  cut  itsc/Zn 
costs  at  least  4"'o  a  year.  That  may  n 
sound  like  much  but  it  adds  up.  A 
Mockler  doesn't  plan  to  ease  up  un 
overall  direct  costs  are  cut  40%.  T 
company  is  already  halfway  the: 
Mockler  figured  Gillette's  technical  pe 
pie,  led  by  new  Vice  Chairman  Alfred  i 
Zeien,  would  be  particularly  helpful 
finding  ways  to  reduce  the  productn 
costs.  He  was  right.  It  tumed  out,  I 
example,  that  if  Gillette's  old  South  Be 
ton  factory  were  properly  reautomated, 
could  tum  out  every  cutting  edge  Gillei 
needed  to  produce  domestically  (tf 
year,  1.5  billion)  and  keep  direct  lab 
costs  under  5%  for  the  shaving  divisior 

Mockler  also  decentralized  t 
company  for  the  first  time  in  i 
postwar  history^  giving  his  e 
ccutives  free  rein  in  managing  their  bu: 
nesses  and  selling  their  products.  The 
was  a  price  for  this  new  freedom, 
course.  By  his  own  estimate.  Mock! 
found  himself  spending  55%  of  his  tin 
during  the  first  two  years  simply  tink( 
ing  with  the  organizational  chart,  tryii 
to  find  the  best  matches  between  m, 
and  job.  Of  the  top  50  jobs  in  the  cor 
pany,  38  went  to  new  incumbents  durii 
those  two  years.  But  remarkably  fe 
throats  were  cut.  Nearly  all  the  chang 
merely  involved  shuffling  and  reshufflii 
the  executives  Ziegler  had  groomed.  "E 
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minute  devoted  to  putting  the  proper 
on  in  the  proper  slot  is  worth  weeks 
me  later,"  Mockler  says, 
lockler's  skillful  pruningalso  revealed 
e  of  Ziegler's  important  winners. 
:  of  them  was  Braun,  the  German 
11  appliance  maker.  Among  other 
igs,  it  produced  electric  shavers,  a 
:h  more  popular  item  in  Europe  than 
he  U.S.  Braun  was  doing  $69  million 
ales  in  1967,  the  year  Ziegler  bought 
ind  took  it  worldwide.  Between 
2;ler  and  Mockler,  it  has  since  mush- 
ned  into  $500  million  a  year,  even 
igh  an  old  antitrust  decree  prohibits 
ette  from  introducing  its  shavers  into 
U.S.  market  until  1984  and  Braun 
its  could  be  better. 

aday  Gillette  has  a  huge  overseas  dis- 
ution  network  and  production  base 
:  accounts  for  half  or  more  of  the 
ipany's  operating  profits.  Where  once 
company  depended  almost  entirely 
he  U.S.  market  for  earnings,  its  prod- 
i  now  go  regularly  to  1  billion  custom- 
in  200  nations  and  territories. 
1  s  Mockler's  executives  began  to 
k  reap  the  cost-cut  benefits  in  their 
m  advertising  budgets,  they  were 
shy  in  putting  them  to  use.  Take 
)rs.  The  safety  razor  division,  did  not 
around  waiting  for  the  next  Wilkin- 
Sword.  The  French  parent  of  Bic  Pen 
p.,  the  latter  an  upstart,  one-eleventh 
size  of  Gillette,  had  introduced  in 
ope  its  Westernized  version  of  the 
inese  bathhouse  razor.  The  idea  of  a 
»osable  razor  was  catching  on  big. 
3  Gillette  launched  its  version,  called 
)d  News,  in  the  U.S.  before  Bic  could 
/e  in.  Suddenly  Sam  Schell,  who  took 
r  the  division  in  late  1976,  discovered 
hole  new  market — women.  The  psy- 
logy  of  being  able  to  shave  your  legs 
h  a  seemingly  cheap  razor  that  you're 
/supposed  to  use  once,  and  then//)/-o;r 
(V  along  with  the  unwanted  hair — 
:  proved  irresistible.  Schell  found 
iself  generating  the  first  sustained  big 
t  growth  in  the  domestic  blade  mar- 
in  a  decade.  He  introduced  the  next- 
eration  double-blade  razor,  the  Atra, 
h  a  movable  head  to  reduce  nicks.  He 
awed  up  with  a  disposable  version 
ed  the  Swivel.  And  lately,  an  im- 
vcd  ladies'  disposable  in  feminine 
k,  called  Daisy,  at  two  for  49  cents, 
came  into  the  U.S.  all  right,  but  in 
;nt  months  Gillette  has  captured  a 
n  share  of  the  U.S.  disposable  market, 
hanks  to  Zeien's  increases  in  capac- 
for  low-cost  production,  Gillette  has 
n  able  to  develop  the  widest  price 
E;e  of  products  in  its  history.  Add  up 
Daisy,  the  Good  News,  the  Swivel, 
traditional  stainless  steel  blades  and 
old  Blue  Blades,  the  much-ballyhooed 
c  n  (with  two  cutting  edges  to  slide 
/n  the  face  in  close  tandem,  giving  an 
gedly  closer  shave),  the  Atra  and  the 
:  Whistle  (a  reusable  razor  for  wom- 


en), and  Gillette  has  over  60%  of  the 
total  U.S.  market.  Schell  believes  he  can 
increase  market  share  and  maintain  pre- 
tax margins  over  33%. 

Don't  miss  the  significance  of  all  this. 
Gillette  hasn't.  "Quality  at  a  low  price," 
says  President  }oe  Turley.  "Gillette  was 
not  able  to  do  that  before.  Now  we  can." 
That  means  Paper  Mate  pens  won't  suffer 
again  what  the  Bic  Pen  people  did  in  the 
late  Fifties.  Paper  Mate,  of  course,  was  the 
standard  product  in  the  middle-price,  re- 
tractable, refillable  ball-point  pen  market. 
In  pens,  it  was  the  Chevy.  But  Bic  owned 
the  disposable,  cheaper-by-the-dozen 
stick  pen  business— the  Volkswagen.  This 
new  intruder  took  business  away  from 
Paper  Mate,  dropping  its  market  share 
from  more  than  50%  to  30%  at  its  low. 

Mockler  enabled  Paper  Mate  to  re- 
think the  pen  business.  It  didn't  need  to 
stay  in  its  niche  anymore.  Paper  Mate 
boss  William  Holtsnider  successfully 
launched  a  competitive  stick  pen  and 
Gillette  broadened  the  sales  of  the  line  of 
luxury  pens  brought  with  Ziegler's 
French  acquisition,  Dupont.  Gillette  also 
launched  Eraser  Mate,  a  pen  with  eras- 
able ink,  at  $1.98  and  the  more  expen- 
sive TW  200.  (What  would  you  have  paid 
for  one  of  these  m  high  school?)  Now, 
Holtsnider  has  just  come  out  with  Eraser 
Mate  2,  the  stick  pen  erasable  selling  for 
98  cents.  He  can  even  dream  now.  Would 
you  believe  a  Paper  Mate  pen  using  chip 
technology?  You  wouldn't?  Draftsmen 
and  commercial  artists,  who  would  dear- 
ly love  a  single  pen  that  could  remember 
to  change  width  and  intensity  of  line  in 
midstroke,  could  be  the  first  big  market 
for  it.  Meanwhile,  Paper  Mate's  operat- 
ing margin  has  swelled  from  10%  in 
1974  to  19%  last  year.  Since  1975  do- 
mestic writing  sales  have  gone  up  IVi 
times,  and  pen  profits  4'/2  times.  All  the 
while  Bic's  margins  and  market  share 
have  been  dropping. 

The  next  big  boost  to  profits  could 
come  from  the  toiletries  division.  Al- 
ready it  has  reversed  its  disastrous  de- 
cline of  the  early  Seventies,  when  the 
scare  about  fluorocarbons  from  aerosol 
cans  polluting  the  atmosphere  sank  Gil- 
lette's aerosol-oriented  Right  Guard  de- 
odorants, and  advertising  cuts  sank  po- 
tentially valuable  new  products. 

For  this  business  Mockler  merged 
two  sagging  divisions  and  made  a 
flamboyant  Canadian  named  Der- 
wyn  Phillips  head.  Phillips  made  a  pact 
with  his  wife  that  she  shouldn't  expect  to 
see  much  of  him  for  two  years;  he  practi- 
cally set  up  housekeeping  in  the  office. 
"Every  brand  in  the  joint  was  grossly 
underspent,  judged  by  competitive  stan- 
dards," he  recalls.  "We  could  have  been 
indicted  in  years  past  for  developing  prod- 
ucts the  consumer  didn't  want." 

Although  Phillips  knew  he  would  have 
big  bucks  from  the  cost-cutting  program 
at  his  disposal,  he  had  the  wits  to  con- 


centrate: 225  product  ideas  have  become 
27  products.  Depressed  by  some  big 
bets — $18  million  for  Dry  Idea  roll-on 
antiperspirant  and  $30  million  behind 
Silkience  shampoo — operating  profits 
were  only  9%  of  sales  last  year.  But  the 
worst  seems  over.  Phillips  figures  from 
now  on  he'll  gain  a  profit  point  a  year  at 
least  until  he  hits  15%. 

Or  maybe  the  next  big  profits  boost 
will  come  from  a  business  created 
under  Ziegler  and  retained  under 
Mockler:  disposable  lighters.  The  ongi- 
nal  idea  of  acquiring  Dupont  m  France 
was  to  exploit  what  became  the  Cricket 
lighter.  Mockler  is  still  convinced  it  was 
a  good  idea.  The  Cricket  was  an  instant 
success  when  it  came  out  in  1972.  It  was 
almost  instantly  profitable  too,  until  Bic 
Pen  came  along  with  a  competitor  and 
started  a  long-term  price  war  that  has 
meant  years  of  red  ink  for  the  Cricket, 
and  a  60%  market  share  for,  ah.  Flick  My 
Bic.  Bic  had  used  the  same  strategy  as  in 
pens:  Attack  Gillette  in  its  vulnerable 
high-cost  underbelly.  Now  Gillette  is 
ready  to  play  that  game  too,  with  a  rede- 
signed Cricket  Jr.  that  cuts  manufactur- 
ing costs  38%  and  comes  out  this  year  in 
the  U.S.  The  price  war  has  stimulated 
volume  a  bit:  Worldwide  unit  sales  of 
disposable  lighters  have  risen  from  45 
milhon  in  1971  to  800  million  in  1980. 
Let  smaller  and  weaker  Bic  tire  of  its  war 
of  attrition,  and  Gillette  can  start  calcu- 
lating the  profits  on  several  hundred  mil- 
lion lighters  rather  than  the  losses. 

Is  the  long-awaited  turnaround  finally 
at  hand?  There  was  no  quick  payoff  from 
all  of  Mockler's  changes  because  the 
cost-cutting  was  feeding  the  business. 
But  that  payoff  got  under  way  two  years 
ago  and  it  shows  no  signs  of  slackening. 

Mockler  is  budgeting  another  $150 
million  capital  spending  program,  as 
large  as  last  year's,  aimed  at  cutting  pro- 
duction costs  still  further  and  expanding 
overseas  operations.  A  Gillette  blue-  and 
stainless-blade  factory  is  being  planned 
near  the  Pyramids,  and  management  is 
dickering  for  entry  into  India,  where  the 
blade  market  is  the  same  unit  size  as  in 
the  U.S.,  and  perhaps  into  China. 

Mockler  figures  he'll  face  a  pleasant 
decision  sometime  in  1982.  By  then  his 
capital  spending  needs  should  fall  sharp- 
ly, and  Gillette  should  be  enjoying  a 
cash-flow  surge.  Should  it  go  to  reduce 
his  debt,  now  higher  than  most  competi- 
tors' at  26.7%  of  capital?  Or  to  make 
acquisitions?  Or  some  of  both? 

Mockler,  who  won't  be  65  until  1996, 
anticipates  years  of  increasing  margins, 
returns  and  earnings  per  share.  However, 
he  refuses  to  put  any  finite  number  on 
his  long-range  plan  because  he  says  none 
exists.  "I  can't  predict  the  future,"  he 
remarks.  "We  are  now  trying  to  do  those 
things  that  will  give  us  sustained  growth 
rather  than  those  things  which  will  give 
a  burst,  then  a  slack."  ■ 


.BES,  FEBRUARY  16,  1981 


87 


Truth  is,  we  re  also 
helping  America  tap  all  kinds 
of  alternative  energy  sources 
from  solar  to  geothermal. 


•1 

3 
I 
I 
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It's  true  that  Bank  of  America  is  deeply ' 
involved  with  financing  petroleum  and 
natural  gas  production.  After  all,  we  are  on 
of  the  world  s  leading  banks. 

But  we're  also  committed  to  developinc 
alternative  energy  sources.  Our  project 
financing  experts  are  putting  together 
financing  for  a  wide  variety  of  projects,  i 

For  example,  as  one  of  the  leading  ' 
lenders  in  financing  geothermal  energy,  ; 
we  have  already  committed  nearly  $60  ] 
million  to  develop  natural  hot  water  wells 
in  California's  Imperial  Valley.  j 


Bank  of  Amertca  NT&SA  ■  Member  FDIC 


And  in  solar  energy,  we've  been  in  the 
refront  of  residential  systems  financing 
r  years. 

Today,  Bank  of  America  has  developed 
lationwide  energy  team  with  expertise 
at  goes  beyond  conventional  banking, 
addition  to  financial  experts,  we  can 
;o  call  on  our  own  technical  experts, 
ch  as  mining,  process  and  petroleum 
igineers. 

Shale  oil,  coal  gasification,  gasohol, 
nd  power. .  .whatever  field  you're  in,  just 
/e  us  a  call. 


When  it  comes  to  energy  financing,  we 
are  really  steamed  up. 

Bank  of  Americas  Energy  Group  is 
stationed  strategically  throughout  the 
United  States.  For  information  on  how  we 
can  serve  you,  contact  Al  Grove,  Group 
Vice  President,  Energy  North  America 
(713)  651-4891  or  Dick  Manderbach, 
SeniorVice  President,  Energy  Worldwide 
(213)  683-3448. 


BANKOF  AMERICA 

Think  what  we  can  do  for  you. 


Want  to  start  a  tofu  or  waterbed  business?  If 
your  friendly  banker  proves  unfriendly,  try 
your  local  economic  development  agency. 


City 


hall  discovers 
venture  capital 


By  William  Baldwin 


FROZEN  SQUID  MIGHT  NOT  SOUND 
like  a  very  appetizing  investment. 
It  was,  however,  the  principal 
product  of  Agromarine  Industries,  the 
1978  beneficiary  of  a  $350,000  startup 
loan  from  the  Massachusetts  Capital  Re- 
source Co.  "They  were  projecting  30% 
to  40%  profit  margins.  It  was  too  good  to 
be  true,"  recalls  MCRC  President  Daniel 
J.  Holland,  who  finds  the  squid  affair,  and 
several  like  it,  understandably  distaste- 
ful. Agromarine  went  under  after  repay- 
ing less  than  $20,000. 

The  only  reason  Holland  ap- 
proved loans  to  the  squid  firm 
and  eight  other  shaky  business- 
es (only  one  of  which  has  made 
it  into  the  black)  was  that  the 
Commonwealth  of  Massachu- 
setts had  a  gun  pointed  to  his 
head.  MCRC,  actually  a  creature 
of  the  state  legislature  but  fund- 
ed by  Massachusetts-based  life 
insurance  companies,  must 
meet  year-by-year  quotas  for 
jobs  created  and  amount  of 
money  invested.  Should  it  fail  to 
do  so,  state  taxes  on  life  insurers 
would  automatically  rise  to  pu- 
nitive levels.  Now,  three  years 
into  this  experiment  in  legisla- 
tive credit  allocation,  Holland  is 
well  ahead  of  his  job  targets  and 
can  be  choosier  about  his  in- 
vestments, which  total  $54  mil- 
lion in  48  mostly  healthy  com- 
panies. But  he  still  faces  a  host 
of  statutory  restrictions.  For  ex- 
ample, retailers,  construction 
contractors  or  any  firm  with  the 
equivalent  of  a  Baa  or  better 
credit  rating  are  off  limits.  "It's 
completely  inappropriate  and 
disruptive  for  the  state  to  direct 
the  way  private  capital  should 
invest  its  money,"  he  fumes. 

He's  right,  of  course,  but 
MCRC  is  onlv  one  of  the  milder 


versions  of  the  venture  capital  game  that 
IS  sweeping  through  statehouses.  On  the 
supposition  that  smaller  firms — the 
ones,  according  to  the  studies,  that  ac- 
count for  most  of  the  economy's  job  cre- 
ation— aren't  getting  a  fair  shake  in  the 
capital  markets,  the  pols  have  decided  to 
lend  a  helping  hand.  As  a  result,  Alaska, 
California,  Connecticut,  Massachusetts 
and  the  City  of  Buffalo  all  have  govern- 
ment-run, taxpayer-financed  venture 
capital  firms,  and  New  York,  Louisiana 
and  other  states  and  cities  are  planning 
to  get  into  the  act.  Weary  of  trying  to 


Massachusetts  Capital  Resuurcc  Prcsideut  Dcmiel  J  HolUiud 
Unless  he  invests,  Massachusetts  insurers  get  creamed 


attract  )obs  from  other  states — a  zen 
sum  game  in  the  end — economic  devc 
opment  agencies  have  decided  to  gro' 
their  own. 

The  states  say  they're  not  competin 
with  private  industry,  but  merely  filling 
gap.  Argues  Michael  Kieschnick,  a  Cai 
fornia  planning  official  who  sees  ventui 
capital  as  the  new  path  to  urban  redeve 
opment:  "The  markets  for  equity  inves 
ment  are  less  efficient  and  less  well  d( 
velopcd  than  the  markets  for  long-ten 
debt  financing."  1 
That  may  or  may  not  be  true,  but  it 
doubtful  if  politics  will  make  market 
more  efficient.  When  MCRC's  Hollan 
lent  $5  million  to  Wang  Labs,  the  min: 
computer  maker,  legislators  bowleg 
Wang  was  so  successful  that  it  didnj 
deserve  the  money,  they  said.  Nev^ 
mind  that  any  jobs  created  in  such 
profitable  firm  are  the  ones  that  are  mo< 
likely  to  last.  MCRC  was  supposed  to  b 
helping  underdogs  like  Agromarine. 

And  there's  the  real  drawback  to  ver 
ture  capital  by  government:  The  tender 
cy  IS  to  back  ventures  that  are  simply  no 
viable — boondoggles  they  were  called  £ 
an  earlier  time.  "Private  decisions  coUec 
tively  produce  an  economy  too  shor 
sighted  to  be  tolerated  in  an  overpopulai 
ed,  finite  world,"  pontificates  Dean  1 
Olson,  a  trustee  of  the  Alaska  Renewabl 
Resources  Corp.,  in  a  report  on  the  func 
Olson's  ARRC  is  the  largest  of  the  stat( 
financed  risk-capital  pools.  Th 
money  comes  from  a  portion  r 
the  oil  and  gas  revenues  ovci 
flowing  the  state  treasury.  Th 
state  figures  that  by  investing  i 
business  it  is  banking  agains 
the  day  when  the  wells  run  dr^ 
In  a  year  and  a  half  of  operatior 
ARRC  has  put  out  $22  millior 
Investments  range  from  $3. 
million  in  a  seafood  plan' 
bought  from  a  bankruptcy  trusi 
ee  in  an  effort  to  save  150  sei 
sonal  jobs,  to  $90,000  in  an  ak 
minum  boat  manufacturer.  Th 
fish  plant  IS  still  alive.  Th 
boatworks  isn't. 

ARRC  expects  to  get  $15  mil 
lion  to  $20  million  annually  i: 
state  appropriations.  Could  i 
wind  up  owning  and  operating 
large  chunk  of  Alaskan  enter 
prise?  Olson  says  no.  The  stat 
ute  limits  equity  holdings  in  au 
company  to  49%,  and  it  is  ex 
pected  that  a  firm's  majorir 
owners  will  eventually  buy  th 
^tate  out.  Olson,  a  business  pro 
tessor  on  leave  from  the  Univei 
sity  of  Alaska,  says  that  some 
day  the  private  capital  market 
will  be  running  smoothly  an 
ARRC  will  fold  its  tent.  "Rathe 
than  call  it  creeping  socialism, 
would  think  it's  creeping  cap 
italism,"  he  says.  Maybe. 
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opment  corporation."  An  entrepreneur 
who  draws  on  this  pool  of  capital  winds 
up  with  at  least  one  local  representative 
on  his  board.  Not  surprisingly,  only  3  of 
16  projects  have  turned  in  a  profitable 
year  so  far,  says  a  CDFC  staff  member, 
although  dramatic  improvement  is 
promised  this  year. 

Still,  some  entrepreneurs  find  the 
game  worth  playing.  Joseph  W.  Belanger, 
president  of  Cybermation,  a  Cambridge, 
Mass.  maker  of  microchip-based  control- 
lers for  flame  metal  cutters,  is  grateful  for 
all  the  government  assistance  he  has: 
debt  and  equity  contributions  from 
CDFC,  federally  guaranteed  bank  loans,  a 
loan  from  a  federally  aided  small-busi- 
ness investment  corporation  and  CETA 
fundmg  for  manufacturing  and  service 
trainees.  He  put  up  less  than  10%  of  the 
capital  to  get  his  $1  million  (sales)  firm 
under  way  and  still  managed  to  keep 
78%  of  the  stock. 

So  far,  the  venture  capital  idea  hasn't 
caught  on  in  a  big  way  in  Washington.  It 
probably  will.  CDFC  Chairman  Donald 
Gonson,  for  example,  is  plumping  for  a 
"national  development  bank"  for  equity 
investments  controlled  by  community 
groups,  which  would  have  to  be  consult- 
ed on  major  decisions.  It's  not  hard  to  see 
why  private  bankers  and  venture  capital- 
ists wouldn't  put  their  money  in  outfits 
like  that.  The  big  question,  though,  is 
why  taxpayers  should.  ■ 


Capital  Holding  Corporation 

has  purchased  the  assets 
and  assumed  the  liabilities  of 

National  Liberty  Corporation 

We  initiated  this  transaction  and  acted  as 
financial  advisor  to  National  Liberty  Corporation. 

Goldman,  Sachs  &  Co. 

New  York   Boston   Chicago   Dallas  Detroit 
Houston    Los  Angeles   Memphis  Miami 
Philadelphia   St.  Louis   San  Francisco 
London    Tokyo  Zurich 
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ilaska  has  more  money  to  play  with, 
Massachusetts  is  the  most  prolific  at 
outing  new  investment  vehicles.  Be- 
ss the  insurer-financed  MCRC,  the 
■  State  has  created  two  government- 
meed  venture  capital  companies:  the 
ssachusetts  Technology  Develop- 
nt  Corp.,  which  specializes  in  scien- 
c  firms,  and  the  Massachusetts  Com- 
nity  Development  Finance  Corp., 
ose  portfolio  includes  firms  producing 
Portuguese-language  weekly,  tofu 
1th  foods  and  waterbeds. 
"he  technology  outfit,  working  with  a 
nt  from  the  U.S.  Economic  Develop- 
nt  Administration,  has  sunk  $1.1  mil- 
1  into  six  companies.  There's  a  cer- 
1  coals-to-Newcastle  flavor  to  this 
ernment-sponsored  financier  of  high 
h.  "Boston  has  an  embarrassment  of 
les  in  venture  capital,"  concedes 
"DC  President  William  F.  Aikman, 
cing  off  six  names,  including  Ameri- 
Research  Development,  the  in- 
tment  firm  (now  a  Textron  subsid- 
7)  that  made  venture  capital  famous 
bankrolling  Digital  Equipment  Corp. 
ut,  gripes  Aikman,  Boston's  private 
ture  capitalists  have  an  annoying  ten- 
cy  to  find  their  best  prospects  in  the 
ith  or  West;  his  money  goes  only  to 
ne-bred  companies,  which  must  re- 
ar once  if  they  flee  the  state.  In  a 
ical  deal  last  year,  Aikman  put 
0,000  in  subordinated  10%  debt  in 


Xylogics,  a  Burlington,  Mass.  maker  of 
computer  interface  devices,  and  picked 
up  warrants  for  37,500  shares.  Two  pri- 
vate venture  capital  firms  put  in 
$750,000  for  312,500  shares— 3  times 
the  stock  per  venture  dollar  (although  if 
the  company  makes  it,  the  bargain-rate 
loan  would  presumably  be  repaid).  Aik- 
man, however,  insists  that  the  state  is 
not  getting  taken  for  a  ride;  he  figures  his 
deals  generate  jobs  at  a  government  cost 
of  only  $1,730  each.  Might  not  even  this 
outlay   be    unnecessary    if    the  state 


"Ws  completely  inappropriate 
for  the  state  to  direct  the  way 
private  capital  should  invest 
its  money/'— MCRC  President 
Daniel  Holland 


weren't  scaring  away  employers  with 
high  taxes?  Says  Aikman;  "It's  a  hell  of  a 
lot  easier  to  do  what  we  are  doing  than  to 
change  the  tax  structure." 

The  older  and  larger  Massachusetts 
Community  Development  Finance 
Corp.  (CDFC),  established  in  a  1975  stat- 
ute, has  put  out  only  $3  million  of  its  $10 
million  nest  egg  (the  proceeds  of  a  tax- 
exempt  bond  sale).  One  reason  for  the 
slow  pace  is  a  nettlesome  provision  in 
the  law  requiring  all  investments  to  be 
funneled  through  a  "community  devel- 


Goldman 
Sadis 
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The  Xerox  860 
gives  yotir  organisation 

better  organization. 

It's  been  said  that  every  organization  runs  on  information. 

That's  true.  The  problem  is,  with  so  much  information 
around,  how  do  you  avoid  being  overrun  by  it? 

You  organize  it.  With  the  Xerox  860  information 
processor. 

The  860  helps  you  create,  edit  and  otherwise  manage 
words. 

It  also  helps  you  compute,  do  statistics  and  otherwise 
manage  numbers. 

Then  it  very  wisely  remembers  everything  it's  done  for 
future  reference. 

But  why  should  the  860  keep  this  valuable  information 
all  to  itself? 

If  you  plug  it  into  the  Xerox  Information  Outlet,  the  860 
will  gladly  share  what  it  knows  with  other  office 
machines,  through  a  Xerox  Ethernet  cable.  Thus 
making  it  much  easier  for  you  to  get  vast  amounts 
of  information  from  one  office  to  another. 

As  your  needs  grow,  you  can  plug  in  different  I 
office  machines— even  ones  that  aren't  made  by  Xerox— and 
the  860  will  communicate  with  them  just  as  well. 

To  find  out  more  about  the  Xerox  860,  write  Xerox 
Corporation,  P.O.  Box  470565,  Dallas,  Texas  75247,  and  we'll 
be  happy  to  send  you  additional  information. 

Very  neatly  organized. 

XEROX 


Inforrnation 
Outlet 


XEROX 


XEUOX®.  HWi  ,,ikI  EiIk  tiu  i  .in-  ir,idi  ni.irkM)f  XtUOX  CX)I(FC  MIATION. 


Capital  Holding  and  National  Liberty  have 
long  been  poor  relations  in  the  life  insurance 
family.  Will  their  recent  marriage  bring  true 
happiness — and  big  profits? 


Made  for 
each  other 


By  Newcomb  Stillwell 


IT  LOOKS  LIKE  A  MARRIAGE  of  industry 
outcasts:  Kentucky-based  Capital 
Holding  Corp.  gets  80%  of  its  premi- 
um income  from  "home  service"  sales. 
That  means  the  policy  man  knocks  on 
the  kitchen  door  to  make  sure  the  cook 
pays  up.  Meanwhile,  Pennsylvania-based 
National  Liberty  Corp.,  the  outfit  Capital 
just  absorbed,  gets  nearly  all  of  its  busi- 
ness from  direct  marketing.  It  solicits 
customers  via  junk  mail,  toll-free  tele- 
phone numbers,  TV  ads  and  the  like. 

To  the  typical  life  insurance  executive, 
who  made  the  Million  Dollar  Round  Ta- 
ble by  selling  whole  life  to  upper-middle- 
class  fathers,  the  union  of  these  maverick 
marketers  is  hardly  made  in  heaven.  But 
the  combined  companies  have  premium 
income  of  about  $660  million  annually, 
ranking  tenth  among  stockholder-owned 
life  insurers.  What's  more,  the  $359  mil- 
lion acquisition  is  a  clear  coup  for  Cap- 
ital's aggressive  Chairman  and  CEO 
Thomas  C.  Simons,  since  it  helps  him 
lick  two  of  the  thorniest  problems  infla- 
tion has  posed  for  the  industry:  declining 
agent  productivity  and  rising  taxes. 

The  old  saw  that  "life  insurance  isn't 
bought,  it's  sold"  rings  unfortunately 
true,  and  insurers  have  long  suffered  ex- 
pensive headaches  because  of  agent  turn- 
over, hiflation  makes  things  worse  be- 
cause consumers  scorn  the  5%  or  6% 
interest  paid  by  the  savings  component 
of  a  whole  life  policy  for  the  double-digit 
returns  of  money  market  funds.  As  a 
result,  term  insurance  sales  are  rising  by 
about  25%  annually,  IV2  times  as  fast  as 
whole  life. 

Term  coverage,  however,  provides  only 
death  protection.  Its  lower  premiums 
usually  mean  lower  commissions — and 
that  means  fewer  Cadillacs  for  agents. 
Meanwhile,  the  costs  of  keeping  an  agent 
in  the  field  have  skyrocketed.  How  do  you 
run  a  life  insurance  company  if  you  can't 
find  anyone  to  sell  the  stuff  and  couldn't 
pay  his  expenses  if  you  did? 


That  dilemma  explains  why  Simons 
paid  about  12  times  earnings  for  NLC.  It 
peddles  insurance  with  a  missionary  zeal 
imparted  by  the  late  founder,  Arthur  De- 
Moss,  and  is  now  pushing  a  sales  ap- 
proach called  combination  marketing. 
Consumers  can  respond  to  TV  ads,  junk- 
mail  appeals,  newspaper  inserts  and  fli- 
ers in  credit  card  bills  by  calling  a  toll- 
free  number  or  filling  out  a  form.  Some- 
times they  buy  immediately — at  a  cheap 
acquisition  cost  for  the  company.  Other- 
wise, these  "preconditioned  responses" 
are  solicited  again  either  by  mail  or  by 
field  or  telephone  agents. 

This  gives  a  salesman  what  he  needs 


most — a  list  of  interested  prospects.  As 
result,  NLC's  average  telephone  agei 
makes  70  new  sales  a  month;  most  of  i 
field  agents  average  14  to  20.  "Contra 
that  with  our  average  of  7  to  10,"  sa' 
Simons,  a  27-year  insurance  veteran  wl: 
came  to  Capital  in  197K. 

Those  numbers  portend  rapid  expa 
sion.  NLC  introduced  combination  m.i 
keting  in  1974  by  adding  field  agents 
its  nationwide  direct  response  efforts.^ 
now  has  a  relative  handful  of  field  agen 
practicing  combination  marketing  : 
four  test  markets;  its  compound  pretli 
um  growth  rate  is  13.5%.  Capital  Hoi 
ing  has  over  4,500  agents  based  in 
Southeastern  states,  but  a  growth  rate 
about  7%.  Inflation  has  mushroomed  i 
selling  costs,  since  driving  from  kitchi 
to  kitchen  burns  lots  of  gasoline.  Ai 
since  NLC's  direct  marketing  syste 
kicked  up  over  1  million  leads  last  yej 
harnessing  it  to  Capital's  army  of  agen 
smacks  of  a  shrewd  merger.  Also,  bo 
companies  serve  the  same  middle-  ai 
lower-middle-class  customers- — ignon 
by  many  big  competitors.  Says  NL 
Chairman  J.  Dever  Gregg,  "Six  out  of  t( 
adults  do  not  have  an  agent  calling  c 
them,  and  things  are  tipping  in  our  fav 
because  the  costs  of  reaching  these  pe 
pie  individually  )ust  keeps  going  up." 

The  problems  of  meshing  two  big 
spirited  insurance  outfits,  of  course,  a 
as  convoluted  as  the  language  on  tl 
back  of  any  policy.  But  even  if  Simoi 
can  only  realize  marketing  synergies  se 


Satioiuil  /Jherty  's  J  Dei  vr  Creg^  ( left )  and  Capital  f/o/dinL;. 
Two  plus  two  may  equal Jive, 


7o»i  Simons  closing  the  dea 
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IB^I  \Tml\  *Enginc  Riviera:  •  Standard 4.1  literV-6»  Available 3.8 literturbochargedV-6(N.A.  California) 
ll^l  IL^I  •  Available  5.0  liter  V-8  •  Available  5.7  liter  diesel  V-8  T  TYPE:  •  Standard  3.8  liter  turbo^, 
charged  V-6  (N.A.  California)  -  Available  4,1  liter  V-6  -  Available  5.0  liter  V-8  (Buicks  are  equipped  with  GM- 
bujlt  engines  supplied  by  various  divisions.  See  your  dealer  for  details.)  •  Qiassis  Standard:  •  Front-wheel  drive 
•Power  steering  •  Power  front  disc/rear  drum  brakes  •  Four-wheel  independent  suspension  •Front  torsion; 
bars,  rear  coil  springs  •  Automatic  level  control  •  Gran  Touring  suspension  (T  TYPE)  Available:  •  Four-wheel  disc 
brakes  •Firm  ride-and-handting  (Riviera)  •  Gran  Touring  suspension  (Riviera)  •  Comfort  and  Cpifvenience 
Standard:  •  45/45  notchback  seats  with  fold-down  center  armrest  on  driver's  side  (Riviera)  •  Cloth  bucket  seats 
(T  TYPE)  •e-way  power  seat,  driver's  side  *  Door  courtesy  and  warning  lights  •Storage  console  (T  TYPE) 

•  Side-window  defroster  outlets  •  Quart^-crystal-controlled  digital  clock  •  Soft-Ray  tinted  glass  •  Power 
windows  •  AM-Fiyi  stereo  radio  (delete  radio  option  available)  •  Lights:  front  ashtray,  under-dash,  courtesy,  glove 
compartment,  engine  compartment,  luggage  compartment  •  Electric  door  locks  •  Automatic  power  antenna  •  Air 
conditioner  •Trip  odometer  •  Remote-control,, outside  left-  and  right-hand  rearview  mirrors  •  Headlamps"on"; 
indicator  •  Cornering  lights  •  Tungsten-halogen,  high-beam  headlights  (T  TYPE)  Available:  •  Luggage  compart- 
ment protective  floor  mat  •  Front  and  rear  carpet  savers  with  inserts  •  Exterior  coach  lamps  (included  with  vinyl 
tops)  •  Door-edge  guards  •  Color-coordinated,  protective  body-side  moldings  -  Sunroof — electric  operation 

•  Astroroof— electric  sliding  glass  (Headroom  is  reduced  slightly  with  either  option)  •  Heavily  padded  Landau  top 
with  coach  lamps  •  Electric  fuel  cap  lock  (not  available  with  diesel  engine)  •  Custom  locking  wire  wheel  covers 
•Chrome-plated  road  wheels  (4)  •Theft-deterrent  system  with  starter  interrupt  •Leather-trimmed  seats 
(in  seatbacks  and  seating  areas)  •  6-way  power  seat,  passenger  side  •  Reclihing  electric  seatback,  passenger- 
side  •Reclining  electric  seatback,  driver's  side  'Reclining  manual  seatback,  passenger  side  (T  TYPE)  -Tilt 
steering  column  ^Tilt  and  telescoping  steering  column  (Riviera)  •  Automatic  electric  door  locks  •  Electric  trunk 
lock  release  •  Electric  trunk  lock  •  Front  and  rear  light  monitors  •  Lighted  visor  vanity  mirrors  •  Rear  quarter 
courtesy  and  reading  lamps  •Two-speed  wiper  with  low-speed  delay  feature  •Tungsten-halogen,  high-beanri 
headlights  (Riviera)  •  Extended-range  speakers  •  Concert  Sound  speaker  system  •  ETR  AM-FM  stereo  radio 

•  8-track  tape  player  with  AM-FM  stereo  radio  •  8-track  tape  player  with  ETR  AM-FM  stereo  radio  •  Cassette 
tape  player  and  ETR  AM-FM  stereo  radio  •  Cassette  tape  player  with  AM-FM  stereo  radio  •  CB  and  AM-FM  stereo 
radio  vyith  Triband  power  antenna  •  CB,  8-track  tape  player  and  ETR  AM-FM  stereo  radio  with  Triband  power 
antenna  •  Full-feature  AM-FM  stereo  radio  •  Cassette  tape  player  and  Full-feature  AM-FM  stereo  radio  •  8-track 
tape  player  and  Full-feature  AM-FM  stereo  radio  •  Electronic  Touch  Climate  Control  air  conditioner  •  Electric 
rear-window  defogger  •  Cruise- Master  speed  control  with  resume-speed  feature  •  Fuel  usage  light  •  Low  fuel 
indicator  •Trip  monitor  •  Illuminated  door  lock  and  interiorjight  noptrni  # T^A^iiir-i^t  Spntj^el  headlamp  control 

•  Electrically  operated,  outside  rearview  mirrors       ' \^^*!{^fluid  indicator^ 
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and  rear  bumper  guards  •  Bumpe'  orot 
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Telemarketing. 

14  million  billion 
connections  to 
greater  productivity 
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MP  Telemarketing  is  a  powerful  new  way  to  increase  revenue  and  raise 
business  productivity. 

Telemarketing  derives  its  power  from  the  Bell  network— because  the 
network's  billions  of  possible  connections  allow  you  to  reach  into  almost  every 
home  and  business. 

And  interact  with  your  prospects  and  customers. 

As  a  result,  Telemarketing  can  increase  sales,  profits,  and  market  share. 
It  can  decrease  your  cost  of  doing  business  and  improve  your  customer  service. 

The  key  to  effective  Telemarketing  is  systematic  planning  and  proven 
sales /marketing  techniques. 

With  it,  you  can  test  and  carry  through  direct  response  promotions. 
You  can  turn  inquiries  and  service  calls  into  sales.  And  you  can  use  it  to  open  new 
accounts,  sell  existing  accounts,  and  revive  inactive  accounts. 

You  can  do  all  this  because  of  the  variety  of  services  offered  by  the  Bell 
network,  the  world's  largest  and  most  advanced  information  management  system. 

We  can  discuss  programs  and  services  and  help  you  select  what  is  best 
suited  to  your  needs. 

All  you  have  to  do  is  call  now  800-82 1-2 121,  OOl  OlOl 

toll  free.  In  Missouri,  call  800-892-2121.  OUU-OZI-ZlZl 

See  how  easy  it  is  to  put  our  knowledge  to  work  tor  you.  mm 


The  knowledge  business 


Kentucky's  bluegrass  stays  green 
near  four  coal-fired  power  plants. 


With  help  from  advanced 

waste  management 

by  ill  Conversion  Systems. 


Kentucky  produces  more  coal  than  any 
other  state,  and  most  utilities  there  burn  it  to 
generate  electricity.  Four  of  the  largest  generat- 
ing stations  have  built  environmental  protection 
into  their  coal-fired  power  plants  —  with  help 
from  lU  Conversion  Systems. 

These  power  plants  are  equipped  with 
"scrubbers"  that  remove  pollutants  from  com- 
bustion fumes,  and  lU  Conversion  Systems  then 
treats  the  resulting  sulfurous  sludge  and  ash  so 
that  they  cannot  harm  the  countryside. 

The  waste  material  is  recycled  into  an  en- 
vironmentally safe  product  that's  suitable  for 
landfill,  road-building,  embankments  and 
other  practical  uses.  This  process  is  the 
Poz-O-Tec "  system. 

As  a  leader  in  its  field,  lU  Conversion 
Systems  has  been  selected  to  treat 
sludge,  fly  ash  and  other  wastes  at  more 


M 

International 


than  20  power  plant  units  in  almost  every  section 
of  the  nation.  Altogether,  more  than  22  million 
tons  of  waste  material  can  be  stabilized  annually 
by  these  Poz-O-Tec  systems. 

In  addition,  the  company's  scientists  and 
engineers  are  soKing  problems  in  the  rapidly 
expanding  industrial  waste  disposal  market. 

Waste  management  services  represent  a 
growing  part  of  IL^  Internationa],  w  hose  interests 
in  transportation,  distribution,  agribusiness,  in- 
dustrial and  environmental  markets  produce 
more  than  $2  billion  in  annual  rev  enues. 

If  your  business  has  a  major  waste  treatment 
problem, write  B.  Lawrence  Seabrook,  Jr, 
President.     Conversion  Systems,  115 
Gibraltar  Road,  Horsham,  PA  19044. To 
learn  more  about  lU  International,  write 
11^  Corporate  Affairs,  1500  Wahiut  Street, 
Philadelphia,  PA  19102. 


^ears  out,  the  merger  will  make  Cap- 
look  better  immediately.  "Simply 
ig  this  thing  under  our  banner,"  he 
iins,  "is  going  to  add  20%  or  30%  to 
:arnings  growth  rate." 
e  biggest  immediate  benefit, 
gh,  comes  in  reduced  taxes.  For  in- 
ice  companies,  marginal  tax  rates 
inked  to  investment  returns,  so  in- 
)n  gives  the  industry  a  particularly 
cious  case  of  bracket  creep.  The 
however,  benefits  young,  fast- 
ing companies  like  NLC,  which  has 
virtually  nothing  to  the  IRS  in  its 
;ar  history.  Direct  marketing  loads 
y  acquisition  costs  in  the  first  year, 
m  NLC's  case  they  have  almost  al- 
more  than  offset  revenues  received, 
pital  has  also  structured  a  limited 
lership  arrangement  that  allows  it  to 
ier  to  subsidiaries  the  interest  de- 
lon  on  the  $300  million  in  deben- 
I  It  gave  NLC's  shareholders.  That 
new  to  the  insurance  industry,  will 
Capital  some  $19  million  in  1981 
produces  a  1980  pro  forma  current 
ate  of  under  5%.  What's  more,  Cap- 
will  probably  revalue  NLC's  assets 
IX  purposes  through  a  complicated 
iss  called  a  "step  up."  The  increased 
rtization  writeoffs  that  result  could 
:his  year's  taxes  by  as  much  as  an- 
r  $8  million.  Add  it  all  up,  and  as 
tion  boosts  marginal  tax  rates  over 
,  Simons'  total  savings  could  well 
jach  his  NLC  acquisition  price, 
ven  Simons'  record  at  Capital,  that 
of  marketing  savvy  and  attention  to 
print  comes  as  no  surprise.  A  52- 
old  southern  Californian  with  a 
ard  degree,  he  left  Connecticut  Gen- 
ifter  Robert  Kilpatrick  beat  him  out 
he  top  job.  When  Simons  came  to 
tal  Holding  there  had  been  two  chief 
utives  in  three  years,  and  he  quickly 
iped  things  into  shape.  He  over- 
ed  investment  policy,  increasingly 
3uterized  operations  and  revitalized 
all,  unprofitable  property  and  casual- 
ibsidiary.  In  addition.  Capital  intro- 
d  a  new  rate  book  with  simpler, 
:  modern  policies — including  the 
talizer,  which  offers  inflation- 
,ed  premiums.  "He's  doing  all  the 
:  things,"  says  Myron  Picoult  of  Op- 
leimer  Co.  Along  the  way,  though 
hare  gains  from  operations  have 
'n  from  $2.37  to  $3.20,  Capital's 
<  has  drifted  slowly  down  to  a  recent 
;  of  1  7%  and  a  multiple  of  only  6. 
early  Wall  Street,  as  well  as  tradi- 
ilists  in  the  life  industry,  question 
jns'  strategy — especially  this  latest 
isition.  "I've  been  called  a  crazy 
and  all  that,  but  I  sort  of  like  it,"  he 
ludes.  "When  they're  all  marching 
way,  you  want  to  be  marching  that 
"  And  if  Tom  Simons  calls  the  ca- 
;e  at  Capital  as  well  as  it  seems  he 
investors  and  competitors  may  well 
I  they  had  followed  his  lead.  ■ 


For  years  Avnet  lived  in  the  shadow  of  the 
semiconductor  manufacturers  it  served.  But 
distributing  electronics  components  has  itself 
become  a  great  and  growing  business. 


Peddling 
the  chips 


By  Nick  Galluccio 


ANTHONY  R.  Hamilton,  56,  a  phys- 
ical fitness  addict  and  chairman  of 
$1.3  billion  (sales)  Avnet,  Inc., 
keeps  a  set  of  exercise  gear  by  his  desk. 
An  enthusiastic  salesman,  Hamilton  also 
goes  in  for  cliches  like  "Competition 
keeps  me  in  a  winning  state  of  mind." 

But  sneer  as  you  will  at  barbells  and 
cliche's,  Hamilton  clearly  knows  how  to 
run  an  electronics  sales  organization.  In 
12  years  he  has  built  a  onetime  war- 
surplus  radio  and  television  parts  suppli- 
er into  the  world's  biggest  and  most 
profitable  electronics  distributor.  While 
Avnet's  share  earnings  have  doubled 
since  1976  to  $4.57  last  year,  profits 
from  electronics  marketing  (two-thirds 
of  the  company's  total)  more  than  qua- 
drupled over  that  period.  Avnet's  other 


businesses,  including  hi-fi  components, 
wire,  cable  and  auto  parts,  have  not 
performed  as  well. 

Back  in  the  late  Fifties,  when  the 
semiconductor  was  in  its  infancy,  Ham- 
ilton started  his  Los  Angeles-based  Ham- 
ilton Electro  distributorship.  Believing 
that  the  semiconductor  would  replace 
the  vacuum  tube  and  someday  revolu- 
tionize the  electronics  industry,  Hamil- 
ton was  among  the  first  distributors  to 
peddle  the  silicon  chips  then  manufac- 
tured by  Fairchild  Camera  and  Texas  In- 
struments. In  1962  Hamilton  merged  his 
company  with  Avnet,  Inc.,  a  New  York- 
based  electronics  marketing  outfit,  creat- 
ing the  first  national  distributor.  Thus 
Avnet  today  is  better  poised  than  any 
competitor  to  cash  in  on  the  technology 
boom  of  the  Eighties. 

Long  regarded  as  a  backwater  of  its 
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industry,  electronics  distribution  has  be- 
come one  of  the  fastest-growing  U.S.  in- 
dustries. Thanks  to  the  explosive  growth 
in  semiconductors  (Forbes,  Nor.  26, 
7979),  the  earnings  of  Avnet  and  the 
other  companies  that  spread  the  manu- 
facturers' silicon  chips  among  thousands 
of  users  are  expected  to  grow  20%  a  year. 

Indeed,  the  distributors  are  growing 
faster  than  their  market:  As  the  market 
for  semiconductors,  microprocessors 
(computers  on  a  chip),  connectors, 
switches  and  the  like  has  quadrupled  to 
$15  billion  in  the  last  decade,  the  distrib- 
utors' share  has  grown  nearly  eightfold, 
to  over  30%,  and  is  expected  to  account 
for  35%  to  40%  of  a  $25  billion  market 
by  1985. 

Because  semiconductor  manufacturers 
must  plow  so  much  capital  into  research 
and  development  (10%  to  20%  of  sales), 
they  increasingly  rely  on  distributors  to 
do  their  selling.  Rather  than  competing. 


the  manufacturer  and  distributor  now 
serve  different  markets.  Of  today's 
80,000-plus  semiconductor  users,  fewer 
than  4,000  are  supplied  directly  by  manu- 
facturers. These  big  customers  (such  as 
NCR,  Burroughs  and  Hughes)  account  for 
some  two-thirds  of  the  semiconductor 
industry's  volume.  It  is  the  thousands  of 
smaller  customers — makers  of  elevators, 
video  games  and  dishwashers  among 
them,  whose  average  order  is  under 
$500 — that  Avnet  and  its  peers  supply. 

To  tap  the  bulging  small-user  market, 
Avnet  IS  building  its  sales  force  and 
spending  huge  sums  to  expand  and  auto- 
mate its  distribution  centers.  Over  the 
last  five  years,  Avnet's  sales  force  has 
trebled  to  540,  and  the  company  has  dou- 
bled its  outlets  to  52.  Other  distributors 
like  Wyle  Laboratories,  Arrow  Electron- 
ics, Pioneer  Standard,  Bell  Industries  and 
Harvey  Group  are  also  spending  heavily 
on  expansion. 


It  takes  financial  clout  to  make  i 
electronics  marketing  these  days.  Hai 
ton  recalls  the  time  when  all  you  net 
was  to  lease  space,  buy  inventory 
desks,  and  have  salesmen  scribb 
phone  orders  on  a  pad.  That  has 
changed  with  the  proliferation  of  i 
tomers  and  components.  To  track 
80,000  customers  and  the  300,000  di 
ent  parts  in  its  $150  million  invent 
Avnet  has  installed  a  $2  million  F 
eywell-6000  computer  system.  Thrc 
this  system,  Avnet  fills  some  10,00( 
ders  a  day,  averaging  $375  an  order.  ,i 

More  than  money,  however,  it  t 
smart  salesmen  to  market  electro 
parts.  As  recently  as  1975,  Avnet's  sj 
men  were  primarily  order  takers 
had  worked  up  from  the  compa 
warehouse  floor.  Today,  most  reel 
are  college  educated,  many  with  e 
neering  degrees.  "Now,"  says  )amie  K 
Intel's  distribution  manager,  "he's  o 


Industrial  National  Corporation. 
Here's  what  we've  been  up  to  for  five  yeai 

InCorp  (NYSE  -  INB)  -  a  $3  biUion  diversified 
financial  services  company,  proudly  announces 
its  20th  consecutive  quarterly  earnings  increase ...  ; 
5  years  of  uninterrupted  earnings  growth. 
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ectrical  engineer  helping  the  plant 
iger  install  a  thermostat  to  cut  the 
int  of  energy  it  takes  to  run  a  ma- 
;."  Such  an  engineer-salesman  can 
;  up  to  $100,000  a  year. 

carrymg  the  product  lines  of  30 
liers,  Avnet  offers  its  customers  a 
ler  selection  and  faster  delivery  than 

manufacturers  could.  Franchise 
ments  discourage  manufacturers 
undercutting  their  distributors,  and 
must  accept  the  return  of  a  portion 
sold  distributor  inventory, 
vasn't  always  so.  "The  supplier  used 
ke  advantage  of  his  distributors," 
Hamilton.  "It  was  hard  to  get  re- 
;   of   merchandise   and  inventory 

protection,  and  you  could  get  can- 

for  no  good  reason.  The  suppliers 
recognize  that  their  distributors  no 
:r  are  the  guys  kiting  checks  hoping 
y  the  next  bill.  They  have  plenty  of 
;y  in  the  bank." 


Because  of  its  ability  to  return  un- 
wanted items,  Avnet  is  less  vulnerable 
to  a  recession  than  its  suppliers.  During 
hard  times,  moreover,  big  users  buy 
smaller  amounts  of  semiconductors 
from  the  distributors  rather  than  from 
the  manufacturer. 


"The  suppliers  recognize  that 
their  distributors  no  longer 
are  guys  kiting  checks  hoping 
to  pay  the  next  bill.  They  have 
plenty  of  money  in  the  bank." 


Electronics  distribution  is  still  a  highly 
fragmented  business,  with  the  top  ten 
publicly  owned  outfits  accounting  for 
less  than  half  the  market.  The  rest  is 
divided  among  some  1,500  smaller,  re- 
gional distributors. 

Bigness,  however,  is  a  distinct  advan- 


tage in  distribution.  Avnet's  aftertax 
margin  of  nearly  7% — twice  that  of  its 
competitors — has  doubled  since  1972,  as 
has  its  market  share,  to  today's  18%. 
With  an  estimated  $750  million  in  dis- 
tribution sales,  Avnet  is  more  than 
twice  the  size  of  its  closest  competitor, 
Greenwich,  Conn. -based  Arrow  Elec- 
tronics. But  if  won't  be  long  before 
Avnet  feels  its  competitors  breathing 
down  its  neck.  Arrow  followed  Avnet's 
lead  by  going  nationwide  in  1978,  and 
Wyle  is  considering  similar  plans.  The 
mom-and-pop  distributors  will  either  be 
acquired  or  squeezed  out  as  the  big 
outfits  expand. 

While  the  stocks  of  many  computer, 
electronics  and  high-technology  manu- 
facturers sell  at  P/E  multiples  of  20  to  30, 
Avnet  and  most  of  the  distributors  are 
selling  at  10  times  this  year's  expected 
earnings.  But  it  would  take  a  rash  man  to 
call  them  poorer  buys.  ■ 


0,  our  earnings  were  up  to  $28 

1,  or  $4.57  a  share,  up  14%  from 
in  1979. 

th  quarter  earnings  were  up  to 
[  a  share,  a  17%  gain  over  the 
h  quarter  1979. 

ent  dividend  annualized  is  $1.76 
hare,  up  47%  from  four  years  ago. 
rn  on  common  equity  is  up  to 

rn  on  each  $100  of  assets  is  up  to 
nts. 

)ercent  of  our  income  comes  from 
:rn  New  England's  technology-rich 
ny  and  50%  from  the  rest  of  the 
,  via  a  network  of  over  200  offices 


in  25  states  and  4  foreign  locations, 
enhancing  growth  opportunities. 

Subsidiaries  include: 

•  A  major  regional  bank. 

•  One  of  the  country's  largest  mortgage 
servicing  companies. 

•  A  highly  successful  consumer  finance 
company  operating  in  the  heart  of  the 
Sunbelt. 

•  An  innovative  leasing  company  with 
offices  strategically  located  in  major 
cities. 

•  A  New  York-based  factoring  and  com- 
mercial finance  company  which  consis- 
tently produces  a  high  return. 
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The  Up-And-Comers 


ssell  Luigs  seems  to  he  well  on  the  way  to 
laing  what  was  once  a  leaky  ship  into  a 
lion-dollar  offshore  driller 

Elephant  hunting 


r//  Mciiiiie  I'resictenI  Russell  /.ii/f>s 

te fell  we  were  dead,  but  we  didnt  dare  slow  down  either.' 


By  John  Merwin 

I   HE  GENERAL  CONSENSUS  WAS  that 

we  were  nuts,"  smiles  Russel! 
Luigs,  president  and  C^EO  of  $22.S 
ion  (estimated  1980  revenues)  Global 
ne,  perhaps  best  known  as  the  eom- 
that  designed  and  operated  the  Glo- 
Explorer.  That's  the  mystery  ship 
supposedly  tried  to  recover  a  sunken 
St  submarine  in  1974.  Luigs,  47, 
n't  mean  people  thought  Global  was 
to  be  involved  in  a  GIA  operation, 
neans  they  thought  he  was  nuts  in 
to  be  talking  about  ordering  $25 
ion  offshore  drilhng  rigs  at  the  rate  of 
:very  three  months.  An  understand- 
rcaction,  since  Global 's  net  worth 
barely  $50  million  and  heading 
1.  As  the  old  saying  goes,  if  a  trip 


iHlti       "illi  I  I  nil  -I' 

around  the  world  costs  a  nickel,  Cilobal 
Marine  couldn't  have  sailed  out  of  sight. 

Global  was  long  on  guts,  short  on  cash 
and  precariously  close  to  slipping  into  the 
tank  back  in  1978.  Having  mortgaged 
itself  to  the  hilt  buying  drillships.  Global 
had  watched  the  future  wash  away  in  the 
mid-Seventies  as  deep-water  drilling  rigs, 
such  as  drillships  or  semisubmersibles, 
went  begging.  It  was  then  that  Luigs,  a 
former  president  of  U.S.  Industries,  was 
brought  in  as  CEO  to  bail  out  Global 
Marine.  With  a  petroleum-engineering 
and  oil-equipment  sales  background, 
Luigs  knew  the  oil  business.  Plus,  at  con- 
glomerate USI  he  had  helped  transform 
entrepreneurial  businesses  into  profes- 
sionally managed  outfits,  something 
needed  at  Global.  His  solution  at  Global 
was  classic  contrarian.  Buy  more  rigs 


hand  over  fist,  because  parts  of  the  mar- 
ket were  in  the  pits.  One  of  these  days 
they hcic/  to  tum  up. 

The  deep-water  drilling  market  was  in 
the  pits,  Luigs  reasoned,  because  oil  was 
too  l.i/^h — not  too  low.  Sounds  crazy,  but 
for  decades  oil  companies  had  been  drill- 
ing for  $3  oil,  first  on  land  and  then  in 
knee-deep  water.  They  later  moved  far- 
ther out  along  the  continental  shelf,  al- 
ways looking  for  "elephants,"  the  big 
finds  required  in  $3  oil  hunts. 

But  when  oil  prices  took  off  in  the 
mid-Seventies,  oil  companies  doubled 
hack  to  the  beach  and  started  emphasiz- 
ing those  smaller,  skipped-over  shallow- 
water  prospects.  Big  oil  companies  didn't 
need  to  lease  destroyer-size  drillships  to 
explore  in  shallow  water,  when  a  simple 
$25  million  "jack-up"  rig-on-stilts  would 
do  fine — only  Global  had  none. 

After  conducting  a  worldwide  market- 
ing study,  Luigs  became  convinced  that 
the  depressed  deep-water  market  was 
about  to  turn  around,  and  the  so-so  shal- 
low-water market  was  poised  to  take  off. 
If  he  could  just  scrape  together  some  cash 
and  buy  up  rigs  before  competitors  saw 
what  he  saw.  Global  would  be  well  ahead 
of  the  game. 

Contrarian  Luigs  and  his  chief  finan- 
cial officer.  Bill  Thomas,  quickly  plugged 
the  leaks  by  performing  a  year-end  beat- 
the-elock  stunt.  Standard  of  Cal  ad- 
vanced $22  million  as  credit  toward  fu- 
ture Global  services.  In  exchange  for  in- 
terest in  some  Arctic  leases,  Phillips  Pe- 
troleum provided  a  standby  loan 
guarantee,  while  Bank  of  America  led  in 
a  new  lending  team.  Presto!  Global  was 
patched  up,  at  least  for  a  while. 

Luigs  had  to  make  his  next  move  fast. 
He  began  selling  off  Global's  old  drill- 
ships  at  losses  and  converted  others  to 
less-sophisticated  tenders  that  service 
offshore  platform  rigs.  Wall  Street 
thought  Global  was  in  full  retreat.  But 
Luigs  was  like  the  brassy  general  who 
roared,  "Retreat?  Hell  no!  We're  just 
charging  in  another  direction!" 

Luigs  and  Thomas  started  raising 
money  almost  immediately,  though  it 
wasn't  easy.  They  went  through  three 
investment  bankers  before  finding  one 
willing  to  float  $25  million  in  subordinat- 
ed debentures,  and  later,  as  the  offshore 
market  improved,  they  managed  to  sell 
$15  million  in  equity.  While  the  deep- 
water  semisubmersible  market  remained 
in  disarray,  Luigs  bought  a  going-out-of- 
business-price  semi  for  $20  million, 
when  a  new  one  would  have  cost  $60 
million.  Then  he  ordered  four  jack-ups 
for  $100  million.  Since  then  Global  has 
ordered  about  a  billion  dollars'  worth  of 
rigs,  and  when  the  deep-water  market 
picked  up,  beginning  in  1979,  it  started 
paying  off  in  spades. 

Global's  1980  earnings  are  estimated 
around  $3.40  per  share,  up  from  $2.1 1  in 
1979,  on  $200  million-plus  in  revenues — 
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a  smallish  number  in  the  high-ticket  off- 
shore drilling  game.  More  important, 
Global's  cash  flow  topped  $6  a  share,  and 
by  1982  analysts  think  it  will  reach  $18, 
boosted  by  investment  tax  credits  that 
should  peak  at  $60  million  in  1983  or 
1984.  That's  just  what  Global  needs  to 
pay  for  its — grab  the  gunwales — five- 
year,  $2  billion  capital  plan  (not  counting 
some  $750  million  for  exploration).  Luigs 
believes  that  in  three  or  four  years  Global 
will  be  a  billion-dollar  company,  the 
third-largest  off.shorc  driller  and  far  from 
what  is  today  a  mere  up-and-comer. 

Wall  Street  is  taking  note  of  the 
Cinderella  transformation — 
Global's  stock  rocketed  247% 
last  year  to  72,  the  third-biggest  move  on 
the  NYSE.  Analysts  who  once  snickered 
at  Global  now  beat  a  path  to  its  door.  Not 
even  James  Ling  could  have  written  a 
more  preposterous-sounding  five-year 
plan.  But  Luigs  makes  a  convincing  case 
for  it  nonetheless.  Global's  future  rests 
on  two  assumptions,  he  says.  First,  that 
for  the  foreseeable  future,  offshore  drill- 
ing will  continue  in  a  worldwide  boom. 
"OPEC  now  has  control  over  destina- 
tion," Luigs  explains.  "If  you're  France, 
Spain  or  some  other  oil-importing  na- 
tion, you  know  you'd  better  start  explor- 
ing offshore  against  the  uncertainty  that 
one  day  OPEC  might  turn  off  the  spigot. 
For  the  first  time  in  history,"  he  contin- 
ues, "nations  have  two  important 
forces — economic  incentive  and  supply 
uncertainty — working  together  to  create 
enormous  drive  to  get  serious  about  off- 
shore exploration.  Our  analysis  says  the 
forces  driving  this  boom  are  very  large 
and  long-lasting.  We  can't  say  how  high 
is  up,  or  that  there  won't  be  any  fluctu- 
ations, but  we  think  the  market  will  be 
up  for  at  least  ten  years." 

So  far,  Luigs'  instincts  about  the  boom 
have  been  borne  out.  Global  studies  indi- 
cate that  day  rates  shoot  up  when  more 
than  93%  of  the  offshore  rigs  are  in  use. 
Last  summer,  for  the  first  time  in  recent 
histor>',  every  piece  of  workable  offshore 
drilling  equipment  was  turning,  with 
many  rigs  under  three-year  contracts. 
For  a  company  like  Global,  that's  a  bo- 
nanza. Back  in  1978  Global  rented  out  its 
$20-million,  bargain-basement  semi  at 
$23,000  a  day,  roughly  breakeven.  Short- 
ly the  same  rig  will  earn  $60,000  a  day,  a 
$37,000-a-day  pretax  profit. 

As  with  the  first  semi,  Global  got  a 
jump  on  the  jack-up  market,  ordering  a 
number  of  rigs  at  yesterday's  prices — say 
$32  million — which  would  require  about 
$32,000  a  day  to  operate  profitably.  But 
while  the  rig  has  been  on  order  for  two 
years,  day  rates  have  continued  up.  Not 
long  ago  Global  signed  a  contract  for  the 
$32  million  jack-up  at  $44,000  a  day,  a 
handsome  profit  when  the  rig  goes  into 


service  this  summer.  At  that  rate  Glo- 
bal's jack-up  would  pay  for  itself  long 
before  the  1,5-year  note  is  amortized,  fur- 
ther enhancing  Global's  leverage.  By 
1985,  Global  may  have  more  than  50 
rigs,  rs.  1 9  today. 

Now  the  second  element.  Rig  financing 
is  relatively  simple,  explaining  why  a  com- 
pany Global's  size  can  spend  $2  billion  on 
rigs  in  five  years.  Most  of  these  rigs  are 
funded  by  U.S.  or  foreign  government 
guaranteed  loans  that  are  designed  to  draw 
rig  orders  to  their  shipyards.  Typical  fi- 
nancing is  75'X),  with  8%  interest  foreign 
or  1270  in  a  U.S.  deal.  Consequently,  at  the 
moment  only  about  10%  of  Global's  $200 
million  in  debt  is  tied  to  prime.  The  com- 
pany's debt-to-equity  ratio  is  around  1  -to- 
1,  and  shouldn't  go  higher  than  I'/i-to-l 
because  of  the  enormous  cash  flow.  Glo- 
bal's equity  sales  have  benefited  enor- 
mously from  its  stock,  trading  in  the  niid- 
60s,  about  19timesearnings.  Global  plans 
to  issue  another  $100  million  or  so  over  the 
next  couple  of  years. 

Obviously  the  offshore  market  can't  go 
up  forever.  Even  Luigs  concedes  that.  If  it 
turns  down,  as  it  did  in  the  mid-1970s, 
there  will  be  hell  to  pay  every  time  a  rig 
without  a  contract  slides  out  of  a  ship- 
yard. But  the  next  several  years  are  no 
problem,  because  all  of  Global's  rigs  due 
by  mid- 1982  have  contracts.  After  that, 
Luigs  is  so  confident  that  he  has  three 
$90  million  semisubmersibles  on  order, 
without  contracts,  in  a  gamble  on  higher 
day  rates. 

Sound  risky?  There  are  several  funda- 
mental differences  between  today  and 
six  years  ago,  when  the  offshore  market 
nose-dived.  Back  then  the  deep-water, 
semisubmersible  market  was  centered  in 
the  British  North  Sea.  Today  drillships 
and  semis  are  working  around  the  world, 
so  no  single  political  upheaval  could  tor- 
pedo the  deep-water  market.  And  as  long 
as  OPEC  keeps  raising  oil  prices,  lots  of 
marginal,  shallow-water  jack-up  pros- 
pects will  be  ripe  for  drilling.  One  early 
warning  device  is  in  place  too — Global 
sends  marketing  analysts  around  the 
world  once  or  twice  a  year  to  quiz  oil 
companies  about  their  drilling  inten- 
tions, hoping  to  sense  any  changes. 

If  its  growth  actually  occurs,  can  Glo- 
bal manage  the  expansion?  Says 
Luigs,  "From  an  administrative 
standpoint,  this  is  an  exceedingly  simple 
business.  We're  talkingabout  dealing  with 
35  drilling  rigs,  which  is  something  like  35 
big  machine  tools.  That's  not  like  dealing 
with  35  factories.  You  don't  need  layer 
upon  layer  of  management  to  deal  with 
what  is  basically  35  invoices  a  month." 

If  there  is  a  pinch,  it's  likely  to  be  in 
finding  enough  experienced  drillers  to 
operate  35  Global  rigs  by  1982,  and  may- 
be 50-plus  by  the  mid-1980s.  That's  why 
Global  is  investing  more  than  $3  million 
a  year  in  training.  As  a  recruiting  device, 
Global  offers  various  bonus  and  profit- 


sharing  plans.  Take  the  case  of  a  dril 
whose  regular  salary  was  $30,000  in  19 
and  who  was  a  full  participant  in  t 
company's  bonus  plans.  Principally  ll 
cause  of  the  appreciation  in  Glob;j 
stock,  his  various  sorts  of  company- 
nanced  bonuses  totaled  an  astoundii 
$8,500,  or  28%  above  his  salary.  So  ii 
no  small  wonder,  when  Luigs  sits  do\J 
to  lunch  on  an  offshore  rig,  workers  1| 
down  a  barrage  of  questions  about  Gl 
hal's  stock,  earnings  prospects,  etc.,  tun 
ing  lunch  into  what  sounds  like  an  ari 
lysts'  meeting. 

Global  throws  in  another  clever  i 
cruiting  device.  Many  senior  i 
employees,  who  work  I4-d| 
tours,  are  flown  at  company  expeij 
from  their  homes  to  rig  sites  in  the  Gu 
for  instance,  even  if  their  homes  are 
Oregon,  Minnesota  or  New  York. 

Currently  Global  is  paying  zero  taxi 
But  the  rig  ordering  and  resultant  inve 
ment  tax  credits  can't  go  on  forcv 
What  will  Global  do  for  an  encore?  Oj 
possibility  is  sliding  from  drilling  inj 
production,  much  the  way  AmericJ 
largest  offshore  driller,  ODECO,  is  doir 
Though  one  day  there  may  be  an  ovJ 
supply  of  rigs,  there's  not  likely  to  be  t 
much  oil.  Global  is  already  moving 
that  direction  with  its  production  su 
sidiary.  Challenger  Minerals.  From 
standing  start  two  years  ago,  Challenfl 
quickly  evolved  into  a  subsidiary'  tn 
may  contribute  a  dollar  per  share  to  t] 
bottom  line  next  year.  Meanwhile  GlotI 
plans  to  spend  $750  million  for  Challen 
er's  exploration  over  five  years. 

As  surely  as  day  follows  night,  prodiJ 
tion  will  follow  exploration,  offering  GI 
bal  yet  another  opportunity  to  keep  pla 
ing  the  investment  tax  credit  game.  / 
though  mobile  exploration  rigs  li 
Global's  move  around  a  lease,  drilln 
test  holes  here  and  there,  massive  devc 
opment  drilling  is  done  later  from  perm 
nent  platforms  anchored  into  the  oce. 
floor.  Global  is  thinking  about  buildii 
and  operating  these  offshore  productit 
platforms,  which  also  generate  inve; 
ment  tax  credits.  Another  possibilii 
Global  IS  considering:  building  floatii 
gas-processing  plants,  which  in  son 
cases  are  cheaper  than  laying  an  undd 
water  pipeline  to  shore. 

Global  has  come  a  long  way  sini 
Luigs'  arrival  in  mid-1977,  though  evj 
last  year  Luigs  kept  monthly  remindfl 
on  his  calendar  of  how  long  the  coi 
pany's  two  big-income  drillship  cq 
tracts  had  to  rim.  He  knew  that  by  tl 
time  the  contracts  expire.  Global  hi 
better  be  diversified.  "It  was  sort  of  li] 
running  through  the  jungle  with  a  herdi 
elephants  behind  us,"  Luigs  chuckld 
'"If  we  fell  down  we  were  dead,  but  v 
didn't  dare  slow  down  either."  Now  i 
stead  of  running  from  elephants,  Glol 
is  back  in  the  offshore  hunt,  out  the 
looking  for  'em.  ■ 
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What  is  NCR  up  to  now 


We're  making  sure 
the  records  of  nearly 
twenty-two  million 
hospital  patients 
cJon't  develop 
complications. 

Today,  automation      '  ^ 
is  the  key  to 
accurate  and  up-to- 
the-minute  patient  records 
That's  why  over  1,000 
hospitals  use  NCR  com- 
puter systems.  Hospitals 
such  as  Montclair 
Community  Hospital, 
Montclair,  New  Jersey, 
Presbyterian  Hospital  of 
Dallas,  Texas,  St.  Francis 
Hospital,  Memphis,  i 
Tennessee,  in  the  United 
States,  Westmead  Centre 
in  Sydney,  Australia,  and 
Centre  Hospitalier 
Robert-Giffard  in 
Quebec,  Canada, 
depend  on  NCR 
automated  systems  to 
handle  patient  accounting  and 
billing  flawlessly  and  fast. 

Of  course,  helping  businesses  become 
more  efficient  is  nothing  new  for  NCR; 
we've  been  doing  it  since  before  the 
invention  of  the  x-ray.  In  fact  we've  been 
In  the  business  equipment  field  for 
almost  100  years.  Hospitals  look  for  this 


kind  of  experience 
when  choosing  infor- 
mation processing 
systems. 

And  they  look  for 
support.  NCR  supplies  it 
with  16,000  highly 
trained  field  engineers 
ready  to  go  where 
and  when  needed. 

Healthcare  is  just  one 
of  the  fields  where  NCR  is 
a  leader.  We  also  develop 
systems  to  speed  trans- 
actions and  to  facilitate 
management  decisions 
n  the  retail,  financial, 
commercial,  industrial, 
educational  and  gov- 
ernment sectors. 

NCR  systems  are 
up  to  meeting 
your  complete  data 
processing  require- 
ments. Because 
data  processing  is 
our  only  busi'ness. 

Complete  Computer  Systems 
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That  old,  not-so-sweet  song 

Ask  Xerox  President  David  T.  Kearns 
how  the  Japanese  managed  to  grab  70% 
of  the  market  for  low-cost,  low-volume 
copiers  in  the  Seventies  and  his  answer 
has  a  familiar  ring — in  fact,  it's  almost  a 
litany  among  American  businesses  these 
days:  "We  reacted  slowly.  But  we  aren't 
going  to  let  it  happen  again." 

Meantime,  chasing  after  Japan's  Ri- 
coh, Canon  and  Minolta  has  been  expen- 
sive. Last  month  Xerox  sliced  $700  off 
the  price  of  two  of  its  low-end  (under 
$3,500)  copiers,  the  second  round  of  cuts 
since  last  March. 

Kearns  hopes  the  cuts,  plus  some  sales 
force  reorganization,  will  boost  low- 
price  sales — under  $250  million  last 
year — by  50%  in  1981.  It  also  will  put 
more  pressure  on  operating  margins  of 
course — which  have  already  declined 
from  18.1%  in  late  1979  to  16.4%  in 
late  1980.  And  there  are  few  production 
efficiencies  remaining. 

The  fact  is  Kearns  has  to  stay  in  the 
ball  game  in  the  low  end  even  if  he  has  to 
sacrifice  margin.  Low-price  copiers  rep- 
resent an  estimated  40%  of  total  indus- 
try volume,  and,  just  as  important,  a  lot 
of  customers  who  start  small  eventually 
trade  up  to  the  $35,000  and  $1 15,000  big- 
ticket  machines  where  Xerox  still  has 
some  $6  billion  of  the  world  market. 


Berlin  booster  Robert  Laylon 

As  easy  as  a  trip  to  Switzerland.. 


Kearns  thinks  it's  obvious  the  Japanese 
will  try  to  "come  up  underneath"  and 
attack  that  bastion  sooner  or  later,  and 
it's  one  he  can't  afford  to  lose. 

No  matter  how  tough  the  competition 
gets,  Kearns  won't  yell  for  trade  restric- 
tions, as  Detroit  has.  Says  he:  "Trade  has 
to  be  a  two-way  street." — Van  Wallach 

Werden  Sie  ein  Berliner  sein? 

It  takes  some  doing  to  attract  industry  to 
West  Berlin,  an  island  of  capitalism  in  a 
sea  of  communism.  But  in  the  last  two 
years  or  so,  Robert  Layton,  a  57-year-old 
native  Berliner  who  heads  the  Berlin 


KecirN>  ' 

Staying  in  the  ballgaiae. 


Economic  Development  Corp.,  has  rr 
aged  to  convince  71  companies,  incl 
ing  Ford  from  the  U.S.,  to  set  up  s 
west  of  the  Brandenburg  Gate.  Togei 
they  account  for  a  total  of  $200  mill 
in  investment  and  2,600  new  jobs.  I 

Layton,  an  economics  graduate  of 
University  of  London  and  a  longti 
Ford  executive  in  Germany  and 
U.S.,  comes  bristling  with  figures  on 
three  trips  a  year  to  the  U.S.  He  ne 
those  tools;  the  fact  is,  his  job  is 
made  easier  by  West  Germany's  ( 
rent  slump,  shrinking  trade  surp! 
growing  current  account  deficit  j 
tight  monetary  policy — let  alone  j 
recent  falling  out  among  West  Berl 
coalition  government. 

Against  this,  Berlin  balances  a  sysl 
of  incentives  that  includes  up  to  10 
financing  at  5'/2%-to-7%  interest,  red 
tion  of  the  West  German  value-added' 
and  a  75%  tax  writeoff  of  the  total 
vestment  at  any  time  during  the  first  i 
years.  Berlin  also  has  a  30%  lower  j 
sonal  income  tax  rate  across  the  bo 
than  West  Germany's,  which  goes  u] 
56%  and  a  22 '/a  %  lower  corporate 
rate  on  undistributed  earnings  than 
Federal  Republic's  56%. 

What  happens,  though,  if  Russ 
tanks  roll  into  Poland?  Says  Layt 
"That  would  be  a  psychological  fac 
but  it  shouldn't  directly  change  the  \ 
people  operate  here." — Jayne  Pearl 

Tribal  writes 

chief  Earl  Old  Person,  soft-spoken  ch 
man  of  the  Blackfeet  Indian  Writing ' 
of  Browning,  Mont.,  is  one  comp; 
chairman  who  wants  it  clearly  stated, 
the  record,  that  his  goal  is  riot  to  m; 
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Two  of  the  few  things 
you  can  count  on. 


In  an  age  when  there's  so  httle  to  be  sure 
of,  Chubb  stands  out  as  a  rare  exception. 

Since  1882,  we've  earned  our  place  as  one 
of  America's  most  respected  insurance 
organizations. 

Is  this  because  of  the  special  protection 
we  know  how  to  write  into  a  policy?  Because 
of  .such  innovations  as  our  progressive  forms 
of  property  valuation?  Or  because  of  our 
reputation  for  responsive  claims  service? 

It' s  all  of  these  things  and  more.  The  fact 
is,  we've  spent  years  working  with  our  inde- 
pendent agents  and  brokers  who  truly 
understand  our  customers'  personal  and  com- 
mercial insurance  needs. 

Ask  about  the  extra  measure  of  protection . 
available  from  Chubb.  You'll  see  how  it  all 
adds  up. 


CHUBB 


Group  of  Insurance  Companies 

100  William  Street,  New  York,  N.Y.  10038 


Chubb  is  proud  to  play  a  part  in  bringing  you  The  Dick  Cavett  Show.  Watch 


for  it  on  your  local  PBS  station. 


Read  our 
annual  report 


and  you  read  about  exploration  &  development, 

natural  gas,  oil,  coal, 
contract  drilling, 
pipelines,  storage,  and  coal  gasification. 


SIJilE  Peoples  Energy  Corporation 

Managing  energy  is  our  business 

Texoma  Production  Co.  •  Harper  Oil  Co.  •  Buckhom  Petroleum  Co.  •  Exeter  Company  •  Industrial  Fuels  Corporation 
Natural  Gas  Pipeline  Company  of  America  •  The  Peoples  Gas  Light  and  Coke  Company  •  North  Shore  Gas  Company 
For  a  copy  of  our  1980  Annual  Report,  write:  Peoples  Energy  Corporation,  122  South  Michigan  Avenue,  Chicago,  IL  60603. 


Faces 

BehindThe  Figures 


ley  for  the  shareholders. 

■ue,  his  company,  64%  owned  by  the 

kfeet  nation,  did  make  money  in  the 

ended  last  March— $120,000  on 
5  of  $5  million — but  the  main  reason 
ts  existence  is  to  provide  jobs, 
lief  Old  Person  and  the  heads  of  oth- 
/lontana  tribes  went  to  the  Small 
ness  Administration  in  the  late 
)s  for  help  in  setting  up  their  own 
panics.  The  Blackfeet  reservation, 
ited  near  the  wilds  of  Glacier  Nation- 
irk,  was  suffering  unemployment  of 

to  70%,  so  the  tribe  picked  pencil- 
ing— all-wood  pencils  made  by  hand, 
1  separate  steps.  The  factory,  which 

makes  pens  and  felt-tips  as  well, 
loys  100  tax-paying  Blackfeet,  reduc- 
amily  unemployment  by  about  10% . 
le  Blackfeet  Indian  Writing  Co.  was 
ed  m  1971  with  $200,000  in  equity 
D  from  the  tribe  and  the  rest  from 
ite  investors)  and  $1  million  in  loans 
1  the  SBA  and  the  Economic  Devel- 
ent  Council.  The  first  couple  of 
s  were  touch  and  go.  In  1973  Peter 


Blackfeet  Chief  Earl  Old  Person 

The  system  should  workjbr  everyone . 

Tracy,  head  of  the  group  of  investors 
who  own  the  remaining  35%  of  the  com- 
pany, stepped  in  as  president.  He  finally 
turned  a  profit  in  1976.  Then  he  raised 
another  $600,000  from  a  group  of  Mes- 
bics — Minority  Enterprise  Small  Busi- 
ness Investment  Corporations — owned 
by  such  companies  as  Sears  and  Amoco, 


and  paid  off  the  company's  debt.  Earn- 
ings go  mostly  to  pay  dividends  on  and  to 
retire  the  Mesbics'  preferred  stock,  and 
an  employee  trust  is  buying  up  the  rest  of 
the  common  so  that  the  Blackfeet  will 
eventually  own  100%  of  the  company. 

Chief  Old  Person,  51,  hopes  the  suc- 
cess of  his  company  will  lure  other  busi- 


January  20,  1981 

Capital  Holding  Corporation 

has  purchased  the  assets  and  assumed  the  liabilities  of 

National  Liberty  Corporation 


The  undersigned  acted  as  financial  advisor  to  Capital  Holding  Corporation 
in  connection  with  this  transaction  and  assisted  in  the  negotiations. 


Salomon  Brothers 


One  New  York  Plaza,  New  York,  New  York  10004 
Atlanta,  Boston,  Chicago,  Dallas,  Hong  Kong,  London  (subsidiary) 
Los  Angeles,  San  Francisco, Tokyo  (representative  office  of  subsidiary) 
Members  of  Major  Securities  Exchanges 
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nesses  to  the  industrial  park  the  tribe 
buih  for  the  factory,  thus  increasing  job 
opportunities.  "The  most  important 
thing  is  that  we  have  proved  it  can  be 
done,"  he  says  with  quiet  pride.  "The 
principle  of  American  free  enterprise 
works  for  Indians,  too." — Jane  Carmichael 


Rabbit  roulette 

False  modesty  has  never  been  one  of 
Victor  Lowncs'  failings.  "I  have  this  fol- 
lowing," says  the  53-year-old  president 
of  Playboy  Clubs  International.  "They'll 
be  coming  straight  in  from  Jiddah." 

"They"  are  the  Arab  high  rollers  who 
frequent  Lownes'  spectacularly  success- 
ful British  casinos.  Unfortunately,  how- 
ever, where  he  expects  them  to  come 
straight  into  is  Playboy's  new  $135  mil- 
lion casino-hotel  in  Atlantic  City,  a  clas- 
sic low-roller  town  filled  with  bused-in 
Brooklynites  and  brown-shoe  types  from 
Philadelphia.  If  Lownes  can  get  the 
sheikhs  into  that  kind  of  place,  he'll  have 
more  than  deserved  the  $510,000  Hugh 
Hefner  paid  him  last  year. 

Lownes  has  already  done  a  commend- 
able job  of  earning  his  keep.  His  casinos 
contributed  $31.2  million  to  Playboy  En- 
terprises' earnings  last  fiscal  year — more 
than  twice  as  much  as  the  magazine — 
while  the  company's  U.S.  hotels  and 
Playboy  Clubs  have  lost  money  for  years, 
and  last  year  dropped  $4.9  million.  With- 


Playhoy  Clubs'  I.oii  hcs 


if  not  Jiddah,  maybe  Buffalo. 
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out  Lownes  and  his  following,  in  short, 
Playboy  would  have  been  in  the  red  over- 
all in  fiscal  1980. 

At  the  moment,  the  casino  business 
isn't  all  that  hot  in  Atlantic  City  for 
anyone.  Last  December's  gross  revenues 
for  the  casinos  dropped  for  the  first 
time — from  $59.5  million  in  November 
to  $47.9  million  in  December.  Lownes 
is  undismayed.  He  points  to  the  location 
of  the  new  hotel — closer  to  the  Atlantic 
City  Convention  Center  than  any  of  its 
competitors — -and  is  also  counting  on 
the  attractions  of  wall-to-wall  bunnies, 
black-tied  croupiers  and  single-zero  rou- 
lette, an  innovation  that  offers  im- 
proved odds  to  gamblers.  Says  he:  "I've 
never  been  wrong  yet."  And  if  this  time 
he  is?  Well,  maybe  he  can  get  them 
coming  in  straight  from  Buffalo.  That's 
where  Victor  Lownes  grew  up,  a  long 
time  ago. — (onathan  Greenberg 


A  little  egg  on  the  face 

That  38%  drop  in  fourth-quarter  operat- 
ing profit  at  Citicorp  wasn't  the  half  of  it. 
The  nation's  largest  bank  holding  com- 
pany would  have  actually  lost  money  (in- 
stead of  reporting  $171  million  pretax 
profit)  had  it  not  raised  $42  million  by 
cutting  out  a  staff  incentive  bonus,  $55 
million  by  selling  certificates  of  residual 
value  on  its  aircraft  leasing  business,  and 
$90  million  from  divestitures  and  real 
estate  sales. 

How  come  Citi  was  down  when  oth- 
ers— like  Chemical,  Bankers  Trust  and 
Manufacturers  Hanover — were  up?  con- 
cedes Edward  L.  Palmer,  chairman  of  the 
executive  committee,  Citi  took  a 
chance — and  lost.  Last  September,  decid- 
ing interest  rates  had  topped  out,  the  bank 
started  making  short-term  loans  at  fixed 


C.ilicorp's  I'dlnier 


Wait  til  next  year. 


rates,  buying  long-term  bonds  at  fi 
yields  and  pushing  ahead  vigorously  w 
its  nationwide  consumer  credit  expans 
in  the  teeth  of  state  usury  laws  that  left  i 
temporarily.  Palmer  thought — loanin; 
a  loss.  Soon,  it  seemed,  everything  wo 
be  funded  by  short-term  money  at  mi 
cheaper  rates. 

Instead,  of  course,  interest  rates  d 
bled  short-term  and  rose  long-term, 
time,  says  Palmer,  Citicorp  will  di{ 
this  expensive  goof;  and  in  the  me 
time,  ndid  build  size:  By  the  end  of 
year,  it  had  surpassed  its  old  rival,  Ba 
America  Corp.,  in  assets — $1 14  billioi 
$112  billion.  "After  all,  we  still  had 
second-best  earnings  in  the  bank's  hi! 
ry,"  Palmer  says,  a  bit  defensively, 
he  adds:  "There  won't  be  any  more  de 
erate  mismatching  of  assets  and  liab 
ties  around  here." — Ben  Weberman 


A  pox  on  both  your  house 

These  days  the  first  question  asked  of 
economist  is  whether  he's  a  supply-si 
or  a  monetarist.  Edward  G.  Boehne,  n 
president  of  the  Federal  Reserve  Banl 
Philadelphia,  says  he's  neither.  "I'n 
pragmatic  eclectic,"  says  Boehne,  at 
40  one  of  the  youngest  men  ever  to  h 
a  Federal  Reserve  Bank  (or  to  sit  on 
Fed  Open  Market  Committee,  which 
joins  Mar.  1 ). 

Boehne  sees  a  potentially  dangen 
conflict  shaping  up  between  Lafferi 
and  monetarists  in  the  government.  If 
cuts  are  not  accompanied  by  adequ 
federal  spending  cuts,  Boehne  says, 
think  there'll  be  a  collision  course  ' 
tween  fiscal  policy  and  monetary  polic 
The  answer?  "The  most  important  th 
for  monetary  policy  is  not  to  see  the  hi 
get  deficit  increase." — Ben  Weberman  j 
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Edited  By  William  G.  Flanagan 

leeting  college  costs- 
Part  3 

•  nless  you  have  been  extraordinar- 
ily prudent,  or  are  earning  well 
into  six  figures  a  year,  you  are 
to  have  to  do  some  borrowing  to 
your  offspring  to  college,  especially  if 
a  private   school.   Doubtless  the 
int  you  will  have  to  raise  will  be 
antial  (see  Forbes  ,  Jan.  19  cduI  Feb 
.  this,  the  last  part  of  our  three-part 
>,  we  discuss  sources  of  college  loans, 
lile  limmy  Carter  may  be  most  re- 
bercd  for  finally  freeing  the  hos- 
,  parents  of  college-bound  young- 
will  harbor  a  warm  spot  m  their 
s  for  him  for  another  reason.  In 
ber  he  put  his  signature  to  a  piece  of 
ation  that  makes  cheap,  substantial 
ge  loans  available  to  all  parents — 
dless  of  income. 

t  last  month  the  first  few  requests 
)plications  began  trickling  in,  and  a 
wave  is  expected  when  the  program 
full  swing  in  a  couple  of  months. 
Parent  Loan  for  Undergraduate  Stu- 
i  (PLUS)  program  allows  parents  to 
w  up  to  $3,000  per  year  per  student 
maximum  of  $15,000 — at  only  9% 
al  interest.  The  cash  comes  from 
s  and  other  conventional  lenders, 
the  federal  government  makes  up 
iterest  difference. 

be  eligible,  your  offspring  must  first 
xepted  in  a  college,  and  the  loans 
eceive  cannot,  of  course,  total  more 

the  cost  of  college  (tuition,  fees, 

and  board).  But — and  this  is  impor- 
-they  can  exceed  your  "assessed" 
ibution  to  the  college.  The  PLUS 
)  are  available  from  local  banks,  and 
rocessed  through  the  colleges.  You 
lo  breather  on  these  loans;  repay- 

begins  60  days  after  the  loan  is 
;.  Note:  Parent  loans  are  not  yet 
irized  in  every  state, 
e  next  best  loan  is  available  at  the 

window,  is  again  insured  by  Uncle 
and  carries  the  same  low  interest  of 
-only  your  youngster  signs  on  the 
d  line.  The  Guaranteed  Student 

Program  (GSLP)  is  open  to  any 
:nt  who  says  he  or  she  needs  the 
:y,   regardless  of  family  income. 

the  college  receives  and  processes 
lecessary  forms,  banks  and  other 
intional  lenders  make  the  loans, 
dependent  student — i.e.,  one  whom 
till  declare  as  a  dependent — can  get 
I  $2,500  per  year  to  a  maximum  of 


$12,500  for  the  undergraduate  years.  An- 
other $5,000  per  year  can  be  borrowed 
for  graduate  studies,  up  to  a  maximum  of 
$25,000  for  both  programs  combined. 
Repayment  on  these  loans  does  not  com- 
mence until  six  months  after  graduation 
or  after  the  student  leaves  school,  and  no 
interest  accumulates  while  he  or  she  is 
still  a  student.  The  9%  rate  applies  only 
during  the  repayment  period,  which  is 
ten  years. 

A  lot  of  banks  are  skeptical  about  loans 
to  students,  however,  since  the  default 
rate  has  been  so  high — over  11%.  Even 
though  the  loans  are  insured  as  well  as 
subsidized,  the  loans  can  be  more  trouble 
than  they  are  worth.  Some  banks  have 
set  their  own  limits  on  how  much  they 
will  lend  to  students  under  the  GSLP,  or 
simply  don't  offer  the  loans  at  all.  If  your 
youngster  has  trouble  finding  a  lender, 
your  employer  might  be  one  source  of 
assistance.  Over  100  major  corporations 
now  offer  their  employees'  offspring 
GSLP  loans,  through  United  Student  Aid 
Funds,  Inc.  For  a  list  of  participating 
companies,  write  to  United  Student  Aid 
Funds,  Inc.  200  East  42nd  Street,  New 
York,  N.Y.  10017.  For  additional  sources, 
consult  Help  from  the  Governor  &  Locati)ig 
Lenders  ($1,  Octameron  Press,  P.O.  Box 
3437,  Alexandria,  Va.  22302). 

So  regardless  of  family  income,  you 
and  your  offspring  can  borrow  up  to 
$5,500  per  year,  subsidized  by  the  federal 
government  to  the  extent  that  your  in- 
terest is  only  9%  annually.  That  will  go  a 
long  way  toward  meeting  the  annual  tu- 
ition fees  and  room  and  board  at  even  the 
most  expensive  private  colleges.  It  will 
more  than  cover  costs  at  most  state 
schools. 

Additional  government  help  might 
also  be  available  from  your  home  state. 
While  state  scholarships,  where  offered, 
are  generally  based  upon  family  income 
and  offer  little  help  to  the  upper-income 


family,  Califomia  and  several  other 
states  have  merit  programs  for  bright, 
native  students  without  regard  to  fam- 
ily income.  In  New  York,  for  one,  you 
can  get  up  to  a  $1,000  tuition  tax  credit 
if  you  live  in  the  state  and  your  young- 
ster attends  school  there.  (The  Octa- 
meron booklet  referred  to  earlier  offers 
a  comprehensive  breakdown  of  such 
programs.) 

Some  corporations,  in  addition  to  of- 
fering loans  underpinned  by  the  GSLP, 
also  offer  direct  loans  to  parents  of  col- 
lege students.  General  Electric,  for  exam- 
ple, will  permit  employees  to  borrow 
$1,500  per  year,  per  student,  to  a  total  of 
$5,000  outstanding  per  student  at  any 
one  time.  The  most  an  employee  can 
borrow  is  $10,000.  Repayment  begins 
immediately,  and  the  loan  period  is  ten 
years.  But  the  interest  is  a  very  attractive 
1 1  %  and  below,  and  there  are  no  restric- 
tions on  family  income  or  other  loans 
you  might  already  be  receiving. 

Don't  overlook  the  colleges  themselves 
as  an  additional  source  of  favorable  loans. 
In  general,  the  better  the  school,  and  the 
better  its  endowment  and  alumni  contri- 
butions, the  more  money  is  available  for 
loans  at  cheap  rates. 

Don't  forget,  too,  that  scholarships 
come  in  many  shapes  and  sizes.  They 
shouldn't  be  overlooked  because  of  your 
income.  For  a  small  fee  a  service  called 
Scholarship  Search  will  do  a  computer 
run  on  what  scholarships  your  youngster 
might  qualify  for.  The  result  can  often 
be  surprising.  A  doctor  in  Pennsylvania 
found  that  his  daughter  qualified  for  a 
$10,000  grant  for  four  years  from  a 
Swiss  foundation  because  she  was  of 
Austrian-Jewish  heritage  and  wanted  to 
study  genetics.  For  an  application  write: 
Scholarship  Search,  1775  Broadway, 
Suite  628F,  New  York,  N.Y.  I00I9.  Cost 
is  $58.50.  Academic  Directions,  Inc., 
575   Madison  Ave.,   New  York,  N.Y. 


Hood  Collef.'e  in  I  rederick,  Md. 

The  costs  everywhere  are  stunning,  but  there  is  still  help. 
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Report  from  Number  One  Wall  Street 


"An  individual  witli  a  $500,000  estate 
can  save  more  than  $70,000  in  taxes 
if  the  estate  is  planned  properly." 

"Taxes  on  your  estate  could  be  dramatically  reduced  by  combining  the 
maximum  marital  deduction  and  a  'tax  sheltered'  trust  for  the  balance  of 
the  estate."  That's  Janet  E.  Hunt  talking,  Senior  Vice  President,  Personal 
Trust  Division. 

"This  benefit  is  typical  of  what  we  can  achieve  by  working  with  you,  your 
attorney,  accountant,  and  insurance  agent  to  create  a  tightly  knit,  coordi- 
nated plan  that  meets  your  goals. 

"Most  of  our  trust  officers  have  law  degrees,  which  enable  them  to  work 
effectively  with  your  attorney.  Should  complicated  tax  problems  arise, 
your  trust  account  is  brought  immediately  to  the  attention  of  our  Fidu- 
ciary Tax  Department  with  its  special  expertise  in  estate  and  trust  tax  law. 


Janet  E.  Hum,  Senior  VP, 
typifies  the  way  Irving  Trust 
works  for  trust  customers:  with 
personal  concern  and  profes- 
sional competence. 


"And,  at  Irving  Trust,  because  our  trust  officers  are  assigned  a  limited 
number  of  accounts,  you  are  assured  that  all  inquiries  or  requests  receive 
prompt  and  personal  attention." 

For  a  review  of  your  trust  needs— and  fresh  ideas  about  how  to  preserve 
your  wealth— call  on  the  people  who  will  make  sure  your  estate  gets  its  full 
money's  worth.  Janet  E.  Hunt  can  be  reached  at  212/487-2350.  Irving 
Trust  Company,  One  Wall  Street.  New  York,  N.Y.  10015. 

Irving  Trust 

Unique.  Worldwide. 


Member  FDIC 


Personal 
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L2,  has  a  similar  service  for  $35. 
ime  parent-child  relationships  being 
t  they  are,  you  might  not  be  disposed 
)  into  hock  for  your  youngster's  edu- 
)n,  or  he  or  she  might  not  want  to 
pt  any  of  your  help,  anyway.  It  cer- 
ly  isn't  easy — a  lot  tougher  than  in 
aid  days — but  young  people  can  still 
themselves  through  school.  As  an 
ependent"  student,  your  child  could 
ify  for  more  loans  and  federal  and 
tutional  aid,  or  qualify  as  a  resident 
state  other  than  your  own,  and 
;e  have  lower  tuition  costs  than  an 
af-stater. 

It  in  order  for  your  child  to  be  consid- 
independent,  you  will  have  to  meet 
;  three  criteria: 

Show  that  you  did  not  claim  him  or 
is  a  dependent  on  your  tax  forms  the 
ious  year. 

Show  that  the  youngster  has  not 
I  with  you  for  more  than  six  weeks 
ig  the  year. 

Attest  that  you  gave  no  more  than 
I  to  your  child  in  the  previous  year. 
1  then,  states  could  have  additional 
ria.  And  some  colleges  will  still  take 
tits'  income  into  account  when  ap- 
loning  aid.  And  note:  Once  your 
igster  has  enrolled  as  a  dependent,  he 
le  will  find  it  almost  impossible  to 
ge  status  to  "independent." 
iu've  probably  read  or  heard  about 
erative  education  programs,  and 
y  graduates  say  that  the  coop  was 
;)nly  way  they  could  have  made  it 
igh  college  at  all.  Basically,  they  are 
i-study  programs  wherein  the  stu- 

works  part  of  the  year  and  attends 
ol  part  of  the  year.  In  many  cases,  it 
take  five  years  to  get  an  undergrad- 
degree,  but  that  does  spread  out  the 
on  payments.  Such  programs  seek, 

mixed  results,  to  get  students  work- 
n  fields  related  to  their  studies,  at 
ies  substantially  above  those  paid 
mer  bartenders  and  waitresses, 
md  1,000  colleges  currently  offer 

programs,  but  not  in  all  fields  of 
y  nor  at  all  levels.  A  directory  of 
^graduate  programs  is  available  free 

the  National  Commission  for  Co- 
stive Education,  360  Huntington 
,  Boston,  Mass.  021 15.  The  problem, 
mrse,  is  finding  suitable  employers 
:he  students.  The  federal  govern- 
t  is  now  the  largest  single  employer 
udents  enrolled  in  coop  programs. 
t-ratire  Education  Opporliinitics  Of- 

hy  the  Federal  Goveniment  (Octa- 
)n  Press,  $1.25)  lists  the  colleges 
ing  federal  coop  programs  and  the 


agencies  that  employ  coop  students. 

Finally,  would-be  students  can  become 
indentured  seamen,  or  seawomen,  or 
Army,  Marine  or  Air  Force  officers  and 
personnel  in  return  for  a  free  or  highly 
subsidized  education.  Competition  to  at- 
tend the  service  academies  has  increased 
somewhat  as  the  stigma  of  Vietnam  has 
faded.  But  your  youngster's  academic 
and  other  abilities  will  take  second  place 
to  your  pull  with  a  congressman. 


Sadly,  admissions  to  the  three  major 
military  academies  are  still  not  strictly 
competitive.  Each  congressman  is  al- 
lowed a  maximum  of  five  constituents  in 
the  Army,  Navy  and  Air  Force  academies 
at  a  given  time.  When  there  is  an  open- 
ing in  the  group  of  five,  he  or  she  submits 
a  list  of  up  to  ten  nominees  to  the  acad- 


emy— often  ranked  by  his  preference. 
The  academy  reviews  the  ten  candi- 
dates, interviews  them,  and  picks  at 
least  one  for  admission. There  is  no  spe- 
cial test  per  se. 

The  Coast  Guard  Academy  is  open  to 
all  comers,  and  selections  are  made  as  at 
any  college. 

ROTC  programs  are  also  gaining  favor 
again — with  both  sexes  (about  10%  of 
the  Naval  ROTC  applicants  at  Southern 
Cal  this  year  were  women).  ROTC  schol- 
arships yield  between  $10,000  and 
$33,000,  depending  upon  the  length  of 
the  program  signed  up  for  and  the  col- 
lege's tuition  costs.  And  all  programs  al- 
low the  officers  in  training  $100  per 
month  for  incidentals,  tax  free.  In  return 
there  is  a  four-year  active  duty  commit- 
ment. Write  Army  ROTC  Scholarships, 
RO.  Box  9000,  Clifton,  N.J.  07015;  Air 
Force  ROTC  Office  of  Public  Affairs, 
Maxwell  AFB,  Ala.  36 1 1 2;  Naval  Recruit- 
ing Command  (includes  Marine  ROTC) 
Code  314,  4015  Wilson  Blvd.,  Arhngton, 
Va.  22203. 

Even  enlisted  personnel  can  receive 
substantial  college  assistance.  Depend- 
ing upon  the  state  where  he  or  she  en- 
lists, a  soldier  can  qualify  for  $15,200  to 
apply  toward  college  after  two  years  of 
honorable  service;  up  to  $20,100  after 
three  years. 


Backseat  flying 


ore  and  more  business  travelers 
are  being  asked  by  their  com- 
pany treasurers  to  step  to  the 
rear  of  the  plane,  a  rear  made  more 
crowded  by  fewer  flights,  more  seats  per 
plane  and  a  plethora  of  discount  fares. 
Here  are  some  ways  to  ease  the  discom- 
fort of  flying  coach. 

If  you're  traveling  overseas,  for  exam- 
ple, you  could  be  in  luck.  A  growing 
number  of  airlines,  mindful  that  their 
bread-and-butter  business  travelers  are 
disgruntled,  are  falling  over  themselves 
to  offer  special  "business  class"  sections. 
For  the  regular  economy  fare — no  dis- 
count fares,  which  can  be  up  to  50% 
less — you'll  automatically  be  seated  in  a 
separate  section  with  wider  seats,  an 
empty  seat  next  to  you  when  possible, 
free  liquor,  better-than-coach  meals 
served  on  real  plates,  free  slippers,  head- 
phones, a  movie  and  hot  towels.  And 
your  seatmates  will  be  full-fare  passen- 
gers. Says  Bill  Berry,  a  spokesman  for 
Delta,  which  now  offers  its  Medallion 
Class  service  on  flights  to  London  and 
Frankfurt:  "It's  our  way  of  keeping  two 
populations  separate — the  lighthearted 
travelers  from  the  ones  who  want  to 
work  and  get  some  rest."  Among  the 
other  airlines  with  special  business-class 
sections  on  overseas  flights  are  Conti- 
nental, Northwest,  Braniff,  TWA,  Pan 
Am,  Qantas,  Air  France  and  British  Air- 
ways. But  note:  Business  class  is  not 


available  on  all  flights  to  all  destinations. 
Check  beforehand.  You  might  be  able  to 
switch  to  a  carrier  that  does  offer  the 
service  to  where  you're  flying. 

Long-haul  domestic  travelers  probably 
won't  see  a  business  class  per  .se  for  a 
long  time — if  ever.  Attempts  in  the  past 
proved  impractical  because  of  the  vary- 
ing numbers  of  business  travelers  and 
discount  passengers  at  different  hours, 
and  the  need  to  segregate  smokers  and 
nonsmokers. 

But  if  you  can't  pick  your  section,  you 
can  often  pick  your  seat,  well  in  advance. 
Many  domestic  carriers — TWA,  Ameri- 
can, Continental,  Northwest  and  Braniff 
among  them — will  let  you  choose  your 
seat  when  you  make  your  reservation. 
Most  of  these  carriers  will  also  allow  you 
to  reserve  your  return-trip  seat  at  the 
same  time. 

No  rhatter  how  crowded  the  plane, 
nor  how  big  or  small  it  is,  there  are 
always  choice  seats.  Tall  passengers,  es- 
pecially, vie  for  them.  Six-footers  cannot 
shrink  as  easily  as  airlines  shrink  the 
space  between  seats.  (No,  you're  not 
imagining  it.  The  "pitch" — distance  be- 
tween seats — -is  2  inches  less  than  it 
used  to  be  a  few  years  ago.  That  may 
seem  like  a  small  difference,  but  it  adds 
up:  An  L-1011  that  once  had  268  seats, 
for  example,  now  has  293.) 

The  seats  behind  a  bulkhead  (since 
there  are  no  seats  in  front  to  recline  into 
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THE  PEOPLE  win 

MOIiEYARE  SHU 
SPENMNGriBUI 
WITH  IHRHiniy 

MORE  WISDOM. 


We  are  indeed  living  in  cautious 


sive  power-to-weight  ratios,  literally 
decades  ago,  puts  the  BMW— and  its 
owner—at  a  decided  advantage. 

In  truth,  the  legendary  perform- 
ance capabilities  of  the  BMW  power 
plant  are  the  result  of  years  of  evolu- 
tionary development— millions  of  miles 
of  testing  and  refinement— on  and  off 
the  great  racecourses  of  the  world. 
STATE-OF-THE-ART  ELECTRONICS. 
At  the  turn  of  the  ignition  key, 
a  computerized  engine  monitoring  sys- 
tem (first  installed  by  BMW  in  1975) 
goes  into  operation. 

With  every  engine  revolution  a 
computer  receives  and  assesses  sig- 
nals from  electronic  sensors  within  the 
6-cylinder  engine  itself.  Then  instantly 
determines  the  precise  air/fuel 
mixture  to  be  injected  into  the  cylin- 
der ports— optimizing  emissions,  fuel 
consumption  and  power  development 
to  a  degree  once  considered  merely 
within  the  realm  of  acadeiiiic  theory.''' 
THE  OPTIMAL  SYNT H ESJS  0.F 
MAN  AND  MACHINE. 
When  you  dnve  a  BMW  for  the 
first  time,  you  will  experience  a  unique 
sensation:  a  total  oneness  with  the  car. 

A  standard  five-speed  transmis- 
sion (automatic  is  available)  affords  the 
unaccountably  unique  opportunity  to 


es. 

Even  those  fortunate  enough  to 
e  a  large  amount  of  what  econo- 
ts  call  "disposable  income"  are  dis- 
ing  of  it  as  prudently  as  possible. 

And  so  one  could  find  considera- 
irohy  in  the  fact  that,  even  during 
dog  days  of  last  year's  crunch,  the 
^and  for  BMW  exceeded  even  the 
st  optimistic  predictions. 

One  could,  that  is,  if  it  were  not 
the  fact  that  the  BMW  is  as  appeal- 
to  those  who  know  money  as  it  is 
hose  who  know  cars. 
MGINE  TECHNOLOGY,  A  DECADE 
AHEAD  OF  THE  COMPETITION. 

In  a  desperate  attempt  to  cope 
1  the  realities  of  the  1980 's,  many 
he  world's  automakers  have 
n  forced  to  drastically  rethink  their 
ine  technology. 

Cutting  cyliriders,  resorting  to 
>el  fuel,  tinkering  with  all  manner 
lectronic  devices. 

Now,  as  any  automotive  expert 
tell  you,  evolution  is  always  prefera- 
to  revolution.  So  the  fact  that  the 
ineers  at  BMW  recognized  the  wis- 
1  of  such  formerly  exotic  concepts 
our  and  six-cylinder  engines,  sen- 
3  piston  displacements  and  impres- 

0  BMW  of  North  America,  Inc  The  BMW  trademark  and  logo  are  registered  trademarks  of  Bayerische  Motoren  Werke,  A.G, 
s  felLPA  estimated  nipg,  35  estimated  highway  mileage  and,  based  on  these  figures,  an  estimated  mpg  range  of[38l]  miles 
comparison  purposes  only  Your  actual  mileage  and  range  may  vary,  depending  on  speed,  weather  and  trip  length  Your  actual 


pick  and  choose  one's  own  gears. 

Its  suspension  system— indepen- 
dent on  all  four  wheels— has  a  singular 
capacity  for  removing  the  drama  from 
even  the  most  unnerving  road  conditions. 

Vital  controls  are  within  easy 
reach.  The  tachometer,  speedometer 
and  ancillary  instruments  are  large,  well- 
marked  and  totally  visible. 

RESALE:  THE  ACID  TEST 
When  all  of  the  hyperbole  has 
been  expended,  there  is  one  brutally 
reliable  way  of  determining  a  car's  true 
value:  how  much  of  its  original  price  it 
retains  on  the  used-car  market. 

Seen  in  this  revealing  light  no  car 
in  its  category— not  Mercedes  280E, 
not  Jaguar  XJ6,  not  Cadillac— equals 
the  BMW. 

According  to  the  National  Auto- 
mobile Dealers  Association's  own  1980 
used-car  guide,  for  example,  over  the 
past  5  years  the  BMW  528i  retained  an 
astonishing  77.9%  of  its  original  price. 

If  you  find  the  notion  of  owning  a 
BMW  more  than  a  little  in- 
triguing, we  suggest  you 
phone  your  nearest  BMWj 
dealer  and  arrange  a  test 
drive  at  your  convenience. 

THE  ULTIMATE  DRIVING  MACHINE. 

HMW,  MUNK.II  (,l  HMANY 

"For  example,  the  BMW  320i  (with  5-speed  standard  transmission) 
and  a  liighway  range  of  S6 1  mi  (Naturally  our  fuel  efficiency  figures 
highway  mileage  and  highway  range  will  most  likely  l)e  lower ) 


Personal 
Affairs 

you)  are  at  a  premium.  Even  more  leg- 
room — truly  enough  for  a  Wilt  Chamber- 
lain— is  found  on  seats  near  the  service 
areas  on  wide-body  jets.  Failing  those, 
aisle  seats  are  generally  a  bit  more  com- 
fortable than  interior  or  window  seats, 
simply  because  you  don't  have  to  "beg- 
pardon"  your  way  into  the  aisle  space  to 
stretch  your  legs.  Avoid  seats  directly  in 
front  of  the  wing  exits;  to  keep  from 
blocking  the  exits,  they  may  not  recline 
all  the  way. 

Are  some  seats  safer  than  others?  Well, 
U.S.  airlines  would  say  all  seats  are  safe. 
Domestic  airlines  set  a  modern  safety 
record  last  year.  Still,  if  you're  a  white- 
knuckle  flier,  sitting  next  to  an  exit  door 
might  put  a  little  color  in  your  hands.  But 
some  of  these  seats  are  located  over  the 
wing,  and  have  the  disadvantage  of  being 
near  the  fuel  tanks  and  engines.  You 
might  also  try  sitting  as  close  to  the  rear 
lavatories  as  possible  (usually  in  the 
smoking  section,  of  course).  Besides  be- 
ing close  to  an  exit,  the  rear  is  generally 
considered  to  be  the  most  impact-proof 
part  of  the  plane.  (That's  where  the 
plane's  "black  box,"  or  cockpit  voice  re- 
corder, is  usually  kept.) 

Since  1977,  when  the  airlines  were 
required  to  divide  cabins  on  domestic 
flights  into  smoking  and  nonsmoking 
sections,  nonsmokers  have  been  assured 
of  a  smoke-free  seat.  But  some  are  more 
smoke-free  than  others.  In  the  very  first 
coach  row  on  some  aircraft  you'll  prob- 
ably get  some  fallout  from  the  first-class 
smoking  section.  The  last  nonsmoking 
row  in  coach  is  often  the  most  smoke- 
free,  since  the  ventilation  currents  blow- 
ing back  all  that  smoke  are  strongest. 

As  the  best  seats  will  vary  from  plane 
to  plane  and  carrier  to  carrier,  you'll  nor- 
mally have  to  leave  the  specific  seat  se- 
lection to  the  reservations  agent,  accord- 
ing to  your  preferences.  They  will  try  to 
accommodate  you  on  a  first-come,  first- 
served  basis.  (Some  airlines  will  assign 
seats  as  early  as  1 1  months  before  the 
flight.)  Agents  have  seating  plans  for  all 
their  aircraft,  of  course.  You  can  get 
those  same  seating  plans  upon  request, 
and  even  specify  your  preferences  by  seat 
number.  (On  American  Airlines  747s,  for 
example,  rows  18,  30  and  40  are  behind 
service  centers,  and  those  seats  not  in 
the  center  section — A,  B,  C,  H,  J — offer 
the  most  legroom.) 

By  far  the  most  accommodating  reser- 
vations service  is  offered  by  Continental: 
Its  Statesman  Reservation  Service  keeps 
on  file  not  only  your  seating  preference 
but  meal  restrictions,  rental  car  and  hotel 


preferences  and  how  you  prefer  to  pay  for 
tickets  as  well.  You  simply  call  the  spe- 
cial Statesman  number,  give  them  your 
file  Code  and  tell  them  when  you  want  to 
travel. 

When  It  comes  to  coach  meals,  most 
carriers  have  given  up  trying  to  be  air- 
borne restaurants.  Most  meals  come 
from  the  same  three  or  four  food  services 
anyway,  and  they  tend  to  be  pretty  stan- 
dard on  most  flights.  But  if  you  fly  a 
particularly  competitive  route — Dallas- 
Ft.  Worth  to  Los  Angeles,  with  three 
airlines  competing  for  the  same  passen- 
gers, or  New  York  to  Cleveland,  with 
five — ask  about  food  and  beverage  extras. 
Chances  are  good  they  provide  them  on 
certain  flights.  Delta,  for  example,  offers 
"Party  Flight"  on  its  Atlanta-Los  Ange- 
les run,  usually  free  steak  and  champagne 
in  coach. 

All  airlines  provide  special  meals  (on 
meal  flights)  if  given  12  hours'  notice. 
Some  come  at  a  nominal  cost,  others  are 
free.  It's  not  a  bad  idea  to  order  one  even 
if  you're  not  a  vegetarian  or  on  a  salt-free 
diet.  These  special  meals  tend  to  be  tas- 
tier than  standard  fare.  Availability, 
however,  may  be  limited. 

Getting  privacy — or  quiet,  at  least — is 
always  iffy.  Obviously,  you  can't  ask  that 
all  families  with  colicky  infants  be  kept 
off  your  flight.  But  certain  measures 
might  help  insure  a  less  crowded  and  less 
noisy  flight: 


Looking  to  buy  a  franchise?  There 
are  now  close  to  a  half-million 
franchises  in  the  U.S.  with  sales 
approximating  $300  billion  annually.  The 
1981  Directory  of  Franchising  Organiza- 
tions lists  over  700  leading  franchise 
firms,  including  the  cost  of  each.  Write 
Pilot  Books,  Dept.  1,  347  Fifth  Avenue, 
New  York,  N.Y.  10016.  Cost  is  $3.50. 

Hot  Rocks  is  what  they  call  young,  fast- 
track  executives  these  days  whose  earn- 
ings range  from  $75,000  to  $200,000  or 
more  annually.  Hergenrather  &  Co.,  a 
Los  Angeles-based  consulting  and  re- 
cruiting firm,  surveyed  some  of  the  un- 
der-40  magma  about  their  success.  Brain 
power,  formal  education  and  luck  have 
little  to  do  with  it,  they  said.  Determina- 
tion was  really  the  ticket.  And  to  whom 
do  they  owe  their  perseverance?  Most 
took  the  bows  themselves,  although  a 
few  mentioned  bosses  and  one  credited  a 
spouse. 

It  pays  to  be  healthy,  at  least  buying  life 
insurance.  Manhattan  Life  is  offering  a 
"Lifestyle  2000"  plan  at  discount  rates  of 
35%  to  40%  for  executives  who  don't 
smoke  cigarettes,  are  involved  in  some 
form  of  regular  exercise,  watch  their  diet 
and  see  a  doctor  for  regular  physicals.  A 
$100,000  policy  (the  minimum  policy 
sold)  costs  a  45-year-old  man  an  adjusted 


•  Fly  at  midday  in  the  middle  of 
week.  You'll  miss  a  lot  of  weekend  pi 
sure  travelers. 

•  Make  clear  to  the  reservations  agi 
that  you're  flying  on  business  and  hj 
work  to  do.  If  they  can  arrange  it,  m 
will  keep  the  seat  next  to  you  clear. 

•  Check  to  see  if  several  airlines 
the  same  route  at  about  the  same  tim( 
day.  Chances  are  the  lesser  known, 
the  newest  carrier  to  the  route,  will 
less  crowded. 

Finally,  you  might  want  to  give  up 
coach  completely  and  fly  first  class 
your  own.  It  won't  even  cost  you  i 
more  than  regular  coach  fare  to  fly  fi 
class  after  9  p.m.  or  before  8  a.m. 
many  flights.  (There  is  a  discount 
night  travel  in  coach,  of  course.) 

And  even  on  daytime  flights,  ^ 
might  consider  upgrading  your  coi 
ticket  and  paying  the  first-class  differ 
tial  yourself.  With  the  way  first-cl 
fares  have  been  coming  down — n 
they're  only  20%  to  30%  higher  tl: 
coach,  compared  with  50%  to  60%  f 
years  ago — you  might  be  out,  say,  $78 
a  round-trip  ticket  from  New  York 
Cleveland.  But  when  you  consider  ti 
for  your  $78  you  get  free  drinks,  bet 
meals,  more  attentive  service  and  a  t 
ter  likelihood  of  peace  and  quiet  to  w( 
or  relax,  it  could  be  worth  it.  And  3 
might  be  easy  to  trim  out  of  your  tra 
expenses  elsewhere.— .4;/Ht'  Ha^amen' 


net  of  $317  a  year.  Other  insurers 
bound  to  follow,  as  they  did  with  t 
nonsmoking   discounts   pioneered  I 
Manhattan  Life.  I 

Insuring  your  car  yourself,  at  least  p 
tially,  is  one  way  of  cutting  auto  ins 
ance.  Thomas  C.  Parsons,  national  dir 
tor  of  tax  practice  for  Alexander  Grant 
Co.,  says  that  increasing  your  collisi 
deductible  from  $  100  to  $500  could  res 
in  a  30%  to  35%  reduction  in  premiut 
If  an  accident  does  occur,  the  amoi 
over  $100  spent  on  repairs  can  be  dedu 
ed  as  a  casualty  loss  for  tax  purpos 
Thus,  a  person  in  the  50%  tax  bracl 
who  has  to  pay  $500  in  a  repair  bill  wol 
lower  this  self-insurance  cost  by  a  $3 
tax  saving. 

The  cost  of  adopting  a  child  is  be 

subsidized  by  a  growing  number  of  co 
panics.  Honeywell,  for  example,  pi 
employees  up  to  $1,000  per  child  adol 
ed.  Typical  costs  in  its  Minneapolis  a 
are  $300  for  a  stepchild,  and  $3,500  fc 
foreign  child.  "Since  Honeywell  provii 
medical  coverage  to  employees  who  hi 
children  through  childbirth,  we  deci( 
it  would  make  sense  to  also  help  ( 
employees  who  have  children  throi 
adoption,"  says  Ed  Lund,  vice  presid( 
of  administration. 


Loose  ends 
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In  the  past  five  years,  millions  of  Americans  have 
scovered  that  gold  is  a  good  thing  to  own. 

And  of  these  millions,  many  have  discovered  some- 
ng  else:  there  is  also  a  superb  way  to  own  it. 

More  than  any  other  coin,  the  world  buys  its  gold  in  the 
'm  of  Krugerrands  And  one  of  the  primary  reasons  is  the 
ugerrand's  exactness  of  gold  content. 

It's  very  simple.  Any  investor  likes  to  know  quickly  and 
isily  what  his  assets  are  worth— and  he  can  do  this  with  his 
ler  investments.  Why  shouldn't  he  know  with  gold? 

If  he  holds  his  gold  inanyof  theseKrugerrand  sizes,  he 
/vays  knows.  Because  the  Krugerrand  comes  in  sizes 
actly  related  to  the  ounce.  Thus  a  Krugerrand  owner  can 
isily  calculate  what  his  holdings  are  worth  simply  by 
lecking  the  daily  price  of  gold  in  his  newspaper 

But  it's  not  only  this  exactness  that  has  made  the 
ugerrand  the  world's  most  popular  gold  coin.  The 
ugerrand  is  not  a  commemorative  medallion 
unique  coin  issued  to  celebrate  an  event 
le  year  and  then  hard  to  find  the  next 
)r  IS  it  a  "limited  edition"  for  which 
lu  pay  a  premium  price  over  the 
)ld  content  for  its  rarity 

The  South  African  Kruger- 
nd  is  a  legal  tender  coin,  minted 


in  unlimited  quantity  as  a  com  for  gold  owners.  It  is  sold  in 
volume  and  therefore  at  a  very  low  premium  over  the  price 
of  gold  itself— to  cover  the  cost  of  coinage  and  distribution. 

Originally  offered  with  a  one-ounce  gold  content, 
Krugerrands  are  now  available  with  half,  quarter  and 
one-tenth  ounce  gold  contents— a//  still  easily  relatable  to 
the  world  one-ounce  price. 

Easy  to  buy  and  sell,  you'll  find  Krugerrands  traded 
daily  at  local  coin  dealers,  precious-metals  brokers  and  at  a 
growing  number  of  banks. 

In  the  world  of  gold  coins,  there's  no  other  that  offers 
the  Krugerrand's  range  of  exact  sizes  combined  with  its 
historical  acceptability  (almost  30  million  of  the  original  sold 
since  1967). 

This  may  be  exactly  what  you've  been  looking  for 
For  information  and  dealers  near  you  call  800-447- 
4700  Ext. 4220  (in  Illinois.  800-322-4400)  or  send  coupon. 


KRUGERRAND  INFORMATION  SERVICE 
PC  Box  AA,  Norwood,  N  J  07648 
Please  send  free  brochure  and  a  list  of  Krugerrand 
dealers 

Name  


4220 


Address, 

iCity  


relepfione 


.State, 
) 


-Zip_ 


KRUGERRAND  GOLD  COINS 

The  world's  best  way  to  own  gold. 


The  Energy  Systems  Company  is  helping 
to  get  your  next  fill-up, 700  fathoms  down, 


Over  sixty  percent  of  the 
world's  undiscovered  oil  and  gas 
reserves  are  thought  to  be  off- 
shore. Uunng  the  1980s,  an 
increasing  share  of  the  world's 
oil  and  gas  may  well  be  re- 
covered from  beneath  the  seas. 

During  the  past  five  years, 
III  C-E  has  strengthened  its 
position  in  the  growing  oil 
and  gas  equipment  and 
sendees  markets.  Of 
the  more  than  $7U() 
million  committed 
for  gi'owth  since 
1975,  nearly  half 
has  gone  into  operations  serving 
these  worldwide  markets. 
Tapping  offshore  enersy 
resources. 

C-E  Vetco,  a  C-E  subsidiary,  is 
a  leader  in  developing  the  tech- 
nology and  suppl>mg  the 
equipment  needed  to  drill  for 
and  produce  subsea  oil  and  gas. 


Its  systems  can  be 
found  in  most  offshore 
drilluig  and  producing 
areas  of  the  world. 
Two-thirds  of  the 
world's  tioatuig  drilling  rigs  are 
using  C-E  Vetco  equipment. 

A  Vetco  guidelineless  re- 
mote system  has  helped  dnll 
wells  in  record  water  depths 
exceeding  4,()UU  feet.  Tliis  same 
teclinology^  also  enables  drill 
ships  to  operate  safely  near 
drifting  icebergs. 

Off  the  coast  of  Brazil,  a 
Vetco  subsea  production  system 
6UU  feet  below  the  suiiace  al- 
lows for  early  production  of 
offshore  oil  and  gas  reserves. 
Nearby,  a  C-E  Natco  sliipboard 
oil  production  system  aboard  a 
converted  tanker  can  help  pro- 
cess up  to  30,  ()()()  barrels  a  day 
wliile  pemianent  platfoniis  are 
being  built. 

COMBUSTION 
ENGINEERING 

The  Energy  Systems  Company 


C-E:  Positioned  for 
grovvth  in  the  80's. 

Helping  to  find 
and  bring  in  oil 
and  gas. 

Llpgrading  and  building  refineries 
and  petrochemical  plants. 
Developing  cleaner,  more  efh- 
cient  ways  electric  utilities  can 
use  coal.  Providing  equipment 
and  semces  for  nuclear  power 
generation.  And  leading  the 
way  in  the  dex  elopment  of  alter- 
native fuels. 

No  other  company  has 
Combustion  Engineering's  broad 
range  of  capabilities  for  helping 
energy-related  industries  meet 
the  challenges  of  the  80's  and 
beyond.  For  a  copy  of  our  latest 
report  to  shareholders,  write 
Combustion  Engineering,  Inc., 
Dept.  7004-161,  900  Long  Ridge 
Road,  Stamford.  Connecticut, 
USA  06902. 
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Qose-up  OnThe  Equity  Markets 


'his  reporting  period  wasn't  a  good 
me  for  any  of  the  indexes  we  follow. 
Vhat's  more — as  the  graph  above  in- 
iicates — the  broad-based  Wilshire  has 
rended  down  more  steeply  than  the 
)ow  since  November's  market  highs. 
)espite  that  97-year-old  indicator's 
mperfect  measurement  of  overall 
tock  performance,  this  time  there's 
lo  silver  lining  behind  its  clouds. 
,ook  hard,  however,  and  there  may  be 
ome  cheery  news  among  all  the  neg- 
tive  numbers:  The  once-high-flying 
JASDAQ  is  weathering  Wall  Street's 
lidwinter  chill  surprisingly  well, 
'ould  that  be  a  harbinger  of  a  strong 
pring  for  over-the-counter  shares? 


Performance  of  five  leading  indexes 


Wilshire         Dow  Jones     NYSE  ASE  Market  NASDAQ 

5000  industrials     Composite    Value  Index  Composite 


ote:  All  data  for  periods  ending  1/23/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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W'here'llie  Actum  Is 


The  mmrket  in  still  correcting  last  year's  excesses.  Low 
P/t  issues  and  other  stocks  that  sp<jrt  huj^e  52-week  gains 
are  now  p<isting  the  sharpest  four-week  declines.  What's 
more,  the  search  for  new  leadership  is  still  on.  The  few 


equity  groups  that  increased  in  value  during  the  current  : 
reporting  period,  such  as  low  volatility,  high-priced  | 
shares,  moved  up  only  marginally —  giving  no  real  hint  of  I 
what  kinds  of  investments  should  do  well  in  1981. 


Stock  p«rfoimuie«  b«Md  on 
five  key  investor  yardsticks 


Volatility  ' 


Price /earnings  multiple         Dividend  yield 


Growth  rating^ 


Share  price 


*  A  tlock't  •cnitiliviiy  i»  overilt  market  movement.  High  volatility  i««ue«  have  wide  price  nuctuaiiont;  low  volatility  i«!iue«  are  more  ttable. 
t  An  evaluation  ol  a  tiock'o  eaminnii  (growth  bated  on  a  Wilahire  Attociaten  mathematical  model. 


The  overriding  trend  here  is  the  continuing  decline  in  future  strength  is  the  current  relatively  good  showing  of 

energy  stocks,  now  nearly  matched  by  technology-related  consumer-related  issues.  These  stocks  missed  last  year's 

companies.  The  latter's  four-week  decline  comes  close  to  boom — and  some  Wall  Street  professionals  think  they 

offsetting  the  preceding  52-week  gain.  One  inkling  of  may  benefit  first  when  the  economy  begins  to  recover. 


Capital  Consumer        Consumer        Energy  Finance         Producer        Technology    Transportation  Utilities 

Konds  durables  nondurables  materials 

and  services  and  services 


Note:  All  data  for  pi-riods  ending  1/23/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Want  to  see  more  Idds  tooting 
their  own  iiorns? 


Borg-Wamer  Acceptance  Corporation  helps  finance  music  store  inventories  so  store  owners  ^^^^i""® 
can  offer  a  more  complete  line  of  instruments  to  schools  and  bands.  That's  Borg-Wamer  today.  BORG^WARWER 
And  there's  more  to  come.  In  eight  major  markets,  Borg-Wamer  is  a  company  to  watch. 


Watch 
Borg-Warner 

For  an  annual  report  write:  Borg-Wamer,  Dept.  50, 200  South  Michigan  Avenue,  Chicago,  Illinois  60604 


This  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


1,000,000  Shares 

RANSBlfiG 


Common  Stock 

Par  Value  $.15  Per  Share 


January  19, 1981 


Price  $31.75  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
only  from  such  of  the  underzvriters  as  may  lawfully  offer  these  securities  in  such  State. 


Bache  Halsey  Stuart  Shields 

Incorporated 

Blyth  Eastman  Paine  Webber 

Incorporated 

Drexel  Bumham  Lambert 

Incorporated 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin 
Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc. 


Kidder,  Peabody  &  Co. 

Incorporated 

The  First  Boston  Corporation 
Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 


Bear,  Steams  &  Co. 
Donaldson,  Lufkin  &  Jenrette 

Secarltleg  Corporation 

E.  F.  Hutton  &  Company  Inc. 


ABD  Securities  Corporation 
Alex.  Brown  &  Sons 

Hambrecht  &  Quist 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Fierce,  Fenner  &  Smith  Incorporated 

Salomon  Brothers  Shearson  Loeb  Rhoades  Inc. 

Warburg  Paribas  Becker 

A.  O.  Becker 

Dean  Witter  Reynolds  Inc. 
Basle  Securities  Corporation 


Atlantic  Capital     Robert  W.  Baird  &  Co. 

Corporation  Incorporated 

A.  G.  Edwards  &  Sons,  Inc.  EuroPartners  Securities  Corporation 


Robert  Fleming 

Incorporated 

Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc. 


Hudson  Securities,  Inc 


Oppenheimer  &  Co.,  Inc. 
Bacon,  Whipple  &  Co. 


Kleinwort,  Benson 

Incorporated 

New  Court  Securities  Corporation 
Thomson  McKinnon  Securities  Inc. 


J.  C.  Bradford  &  Co. 

Incorporated 

Dain  Bosworth 

Incorporated 

Janney  Montgomery  Scott  Inc. 


Bateman  Eichler,  Hill  Richards    William  Blair  &  Company    Blunt  Ellis  &  Loewi 

Incorporated  Incorporated 

Butcher  &  Singer  Inc.      Collett  &  Company,  Inc.      Crowell,  Weedon  &  Co. 


Prescott.  Ball  &  Turben 
Rotan  Mosle  Inc. 


Foster  &  Marshall  Inc. 

McDonald  &  Company 
Rauscher  Pierce  Refsnes,  Inc. 


Interstate  Securities  Corporation 


Piper,  Jaffray  &  Hopwood 

incorporated 

The  Robinson-Humphrey  Company,  Inc. 


Silberberg,  Rosenthal  &  Co.         Sutro  &  Co.        Wheat,  First  Securities,  Inc. 

Incorporated 

B.  C.  Christopher  &  Co.  Gruntal  &  Co,  J.  J.  B.  Hilliard,  W.  L.  Lyons,  Inc. 


Investment  Corporation  of  Virginia 
Parker/Hunter  Raffensperger,  Hughes  &  Co. 

Incorporated  Incorporated 

K.  J.  Brown  &  Company,  Inc.  City  Securities  Corporation 


David  A.  Noyes  &  Company 


Johnson,  Lane,  Space,  Smith  &  Co.,  Inc.      Neuberger  &  Berman 

Brean  Murray,  Foster  Securities  Inc. 
Morgan,  Keegan  &  Company,  Inc. 
Wm.  C.  Roney  &  Co.  Traub  and  Company,  Inc. 


Capital  iVIarkets 


MONETV  &  INVESTMENTS 


'nvestment  bankers  have  been  coming  up 
vith  some  ingenious  tax-exempt  bond 
deas.  But  don't  call  them  gimmicks. 

ONE  MORE  NEW 
WRINKLE 


By  Ben  Weberman 


If  you  think  you 
have  trouble,  con- 
sider the  fix  invest- 
ment bankers  tend- 
ing the  tax-exempt 
bond  market  are  in. 
From  one  quarter, 
they  are  pushed  by 
local  governments 
and  agencies  hoping 
to  borrow  long-term 


money  and  pay  for  the  cash  they 
spend  nov^  -with,  devalued  dollars  in 
the  distant  future.  Pushing  back — 
liard — are  investors  understandably 
weary  of  the  pummeling  they  have 
:aken  in  the  tax-exempt  market, 
where  interest  rates  haven't  even 
kept  up  v^ith  inflation,  let  alone  of- 
ered  a  real  rate  of  return. 

What  to  do?  Stark  necessity  has 
nade  investment  bankers  unusually 
nventive.  To  satisfy  both  constituen- 
:ies,  they  are  coming  up  with  some 
ngenious  structures — investment 
jankers  resolutely  shun  the  word 
'gimmicks" — that  offer  borrowers 
:he  chance  to  avoid  sky-high  interest 
ates  for  decades  and  lenders  the 
;hance  to  avoid  disaster  either  in  the 
short  or  long  term.  Herewith  a  look  at 
some  recent  examples. 

One  of  the  more  popular  develop- 
nents  is  the  bond  with  warrant  at- 
:ached.  The  warrant  gives  the  inves- 
tor the  right,  for  a  few  years,  to  buy 
nore  securities  of  the  governmental 
Dody  on  the  same  terms  as  the  ones 
3urchased  initially.  The  housing  bond 
narketplace  has  come  up  with  a  dif- 
erent  wrinkle:  the  "put"  option  bond 
:hat  permits  the  investor  to  turn 
Donds  in  for  cash — at  face  value — after 
1  five-year  waiting  period.  That 
neans  that  even  a  30-year  bond 
should  sell  close  to  100,  regardless  of 
nterest  rate  trends,  after  those  first 
ive  years.  The  key  to  this  one  is  a 


ien  Wehermari  is  economics  editor  of  Forbes 
nagazine 


letter  of  credit  (which  insures  the  buy- 
back  offer)  issued  by  a  bank,  for  a  fee 
of  0.45%  of  outstanding  option  bonds. 

There  are  other  housing  bond  issues 
with  variations  on  the  letter-of-credit 
approach.  One  sets  a  ten-year  maturity 
on  the  offering,  with  a  bank  letter  of 
credit  available  to  pay  off  all  bonds  not 
called  for  redemption  earlier.  Another 
designates  a  municipal  bond  insurance 
company  to  fill  the  same  function. 

Another  technique  designed  to  put 
out  long-term  issues  while  still  at- 
tracting at  least  a  few  shorter-term 
investors  is  the  "supersinker"  bond. 
In  this  one,  a  portion  of  a  long-term 
bond  issue  is  separated  and  designated 
as  bonds  that  will  be  paid  off  first — 
redeemed  from  any  funds  available  for 
the  purpose — before  the  others  start 
to  be  called. 

Then,  of  course,  there  are  the  vari- 
able-rate bonds.  These  carry  a  yield 
that  is  changed  every  six  months  or 
once  a  year  as  market  rates  change. 

The  fastest-growing  variant  is  the 
bond  with  warrant;  it  has  the  greatest 
appeal  for  investors,  even  though  it 
may  turn  out  to  be  costly  for  issuers. 

Now,  New  York's  Municipal  Assis- 
tance Corp.  has  adopted  the  concept. 
I  like  it.  The  warrants  are  included  in 
Series  27,  second  resolution  10%% 
bonds  due  2008.  The  bonds  carry 
warrants  to  purchase,  at  par,  until 
Jan.  18,  1983,  a  similar  amount  of 
Series  28  second  resolution  10y8% 
bonds  due  2007. 

The  MAC  bond  with  warrant  at- 
tached is  not  an  instant  bargain.  It 
will  be  six  months  to  a  year,  I  think, 
before  long-term  interest  rates  start  to 
decline,  so  there  will  be  plenty  of  time 
to  buy  long-term  bonds  without  sacri- 
ficing current  rates  of  return.  Further- 
more, MAC'S  interest  rates — hence, 
the  prices  its  bonds  will  fetch — are 
influenced  heavily  by  the  fortunes  of 
New  York  City,  whether  or  not  such 
influences  arc  fully  justified.  Optimis- 
tic forecasts  notwithstanding  (see  p. 
135),  1982  will  be  a  tough  financial 
year  for  the  Big  Apple. 


Purchase  of  the  MAC  with  war- 
rants means  that  a  bond  investment 
of  today  carrying  a  tax-free  return  of 
10y8%  can  be  doubled  up  over  the 
next  two  years — until  the  warrants 
expire.  As  interest  rates  fall,  that  war- 
rant will  be  valuable. 

Among  the  "put"  bonds  are  the  $50 
million,  11  ¥4%  Washington  Public 
Power  Supply  System  nuclear-power 
projects  numbers  4  and  5  bonds  due 
2010.  These  are  also  described  as  1980 
Series  E  bonds.  Holders  have  the  right 
to  full  repayment  on  July  1,  1990  or 
any  July  1  thereafter  through  final  ma- 
turity. Six  months'  written  notice  is 
required. 

Another  "put"  option  bond,  the  sin- 
gle-family-mortgage revenue  variety, 
is  involved  in  the  $43  million  Denton 
County,  Tex.  Housing  Finance  Corp. 
issue.  The  put  is  supported  by  a  Citi- 
bank letter  of  credit,  which  says  the 
bank  will  advance  funds  to  redeem 
bonds  if  the  housing  agency  is  short  of 
cash.  The  merit  of  the  Denton  issue, 
for  example,  is  that,  as  a  bond  due  in 
2013,  it  is  priced  like  a  long-term  is- 
sue and  carries  a  tax-free  interest  rate 
of  9.5%.  As  an  investor,  however,  you 
are  free  to  turn  the  bond  in  on  any 
Dec.  1,  starting  in  1985,  on  60  days' 
written  notice. 

Because  the  bonds  are  long  term  but 
can  be  turned  in  at  face  value  starting 
in  five  years,  there  is  good  news  and 
bad  news  in  their  fields.  The  return  of 
9.5%  is  lower  than  the  11%-to- 
11.25%  range  typical  of  straight  30- 
year  bonds  of  this  quality.  It  is  higher 
than  the  8.6%  to  9%  on  straight  five- 
year  issues  of  this  quality. 

One  caution.  The  bank  or  the  au- 
thority has  permission  to  sell  the 
Denton  County  Housing  Finance 
Authority's  mortgage  portfolio  if  ei- 
ther chooses.  That  means  that  if  rates 
decline,  the  underlying  mortgages 
could  be  sold  at  a  profit,  but  the  profit 
would  accrue  to  the  authority  or 
bank — not  to  the  investor,  whose 
bonds  are  repaid  at  100.  That  unusual 
provision  will  hold  back  potential 
market  price  gains  if  interest  rates  fall 
and  prices  of  outstanding  issues  rise 
to  par.  Knowledgeable  investors 
would  avoid  paying  premium  prices 
for  bonds  that  carry  the  risk  of  early 
redemption. 

The  variations  are  numerous.  The 
goal  of  most  is  to  find  means  of  selling 
short-term-maturity  paper  to  inves- 
tors while  the  obligation  is  really  long- 
er term.  But  one  effect  of  this  wrig- 
gling is  that  many  carry  relatively 
high  yields  for  investors  interested  in 
intermediate-term  securities.  ■ 


)RBES,  FEBRUARY  16,  1981 


123 


Stock  Comment 
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Winding  down  inflation,  especially  the  an- 
ticipations of  further  inflation,  will  have  to 
be  the  new  President' s  first  priority. 

NO  HOSANNAS 


By  Heinz  H.  Biel 


There  were  no  fire- 
works in  Wall  Street 
in  celebration  of 
President  Reagan's 
inauguration  and 
the  release  of  the 
American  hostages. 
Instead  stock  prices 
slid  back  to  the  low- 
est level  since  mid- 
December.  Why? 
Very  simply  because  President  Rea- 
gan's ascension  did  not  exactly  come 
as  a  surprise.  We  had  known  it  and 
celebrated  it  and  "discounted"  it  ever 
since  Election  Day,  and  now  that  the 
transition  has  been  made  from  antici- 
pation to  fulfillment,  it  is  only  natural 
for  some  sobering  thoughts  to  enter 
our  minds.  How  is  he  going  to  accom- 
plish what  he  plans  to  do? 

Winding  down  inflation,  especially 
the  anticipations  of  further  and  possi- 
bly worse  inflation,  will  have  to  be  the 
new  President's  first  priority.  If  he 
embarks  on  a  program  that  has  a  rea- 
sonable chance  of  success,  it  is  bound 
to  hurt,  because  reducing  the  rate  of 
inflation  by  a  meaningful  number  of 
percentage  points  is,  in  effect,  the 
equivalent  of  deflation  of  correspond- 
ing magnitude.  Yet  deflation  is  not  a 
joyful  experience.  It  is  the  bitter  pill 
we  have  to  swallow  to  restore  our 
health. 

I  have  been  harping  on  the  subject 
of  inflation  for  so  long  that  it  is  be- 
coming monotonous  for  the  reader 
and  myself  alike.  Let  me  just  cite 
some  scary  numbers  to  show  how  ter- 
ribly serious  this  problem  is,  and  then 
I'll  drop  the  matter  until  we  see  how 
the  President  proposes  to  tackle  it. 

If  last  year's  inflation  rate  of  about 
12%  persists  in  the  future,  your  pres- 
ent dollar  will  be  worth  only  about  a 
dime  at  the  turn  of  the  century.  If  your 
present  income  is  $25,000,  you  will 

Heinz  H.  Biel  is  a  vice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott. 


need  nearly  $40,000  five  years  from 
now  in  order  just  to  maintain  your 
present  standard  of  living.  It  will  take 
over  $69,000  in  ten  years  and,  believe 
it  or  not,  $241,000(!)  in  20  years  mere- 
ly to  equal  the  $25,000  of  today.  Pro- 
spective retirees  should  contemplate 
these  figures — and  keep  on  working. 

The  new  Penn  Central 

when  the  Penn  Central  went  bank- 
rupt a  decade  ago,  hardly  anyone  be- 
lieved it  possible  that  this  huge  mon- 
ster could  ever  be  reorganized.  The 
variety  of  claims  against  the  company 
was  legion  and  merely  to  sort  out 
their  relative  priorities  seemed  an  im- 
possible task.  Then,  in  1976,  almost 
all  of  Penn  Central  railroad  properties 
were  transferred  to  Conrail,  and  no 
one  had  the  vaguest  idea  not  only  how 
much  but  when  the  government 
would  pay  for  these  assets,  which  had 
a  book  value  of  about  $3  billion. 

It  is  a  miracle  that  a  feasible  reorga- 
nization plan  was  conceived,  which 
could  be  jammed  down  the  throats  of 
the  creditors  and  made  effective  in 
the  comparatively  short  time  of  about 
seven  years.  The  creditors,  to  be  sure, 
didn't  have  much  of  a  choice.  The 
alternative  was  either  to  accept  the 
terms  of  the  reorganization  plan, 
which,  having  to  be  a  Solomonic  com- 
promise, could  not  fully  satisfy  every 
single  party  of  creditors,  or  to  look 
forward  to  many  years — if  not  de- 
cades— of  haggling  in  the  courts  (as 
had  been  the  case  with  the  old  Mis- 
souri Pacific  Railroad).  Such  protract- 
ed litigation  is  good  for  the  lawyers 
but  no  one  else. 

Last  fall  the  reorganized  Penn  Cen- 
tral reached  an  out-of-court  settle- 
ment with  the  government  for  its  rail- 
road properties,  and  last  month  it  re- 
ceived payment  of  over  $2.1  billion.  I 
don't  know,  nor  does  anybody, 
whether  the  price  is  "fair,"  but  here 
again  the  alternative  was  lengthy  liti- 
gation. Penn  Central's  management, 
in    my   opinion,    deserves  highest 


praise  for  the  astuteness  with  which 
It  reorganized  the  company  and 
reached  an  acceptable  agreement  with 
the  government. 

With  all  that  cash  on  hand  Penn 
Central's  first  step  was  to  clean  up  its 
somewhat  messy  reorganization  cap- 
ital structure  and  pay  off  a  variety  of 
old  claims.  It  is  winding  up  with  a 
pristine  balance  sheet  and  a  giant- 
size,  invisible  asset:  a  tremendous 
loss  carryforward,  which  assures  tax- 
free  earnings  for  years  to  come.  The 
immediate  task  is  to  "create"  suffi- 
cient income  to  use  up  these  loss  car- 
ryforwards, but  with  its  strong  finan- 
cial condition  Penn  Central  is  well 
positioned  to  "buy"  such  earnings  via 
acquisitions. 

There  are  still  some  old  assets  that 
will  be  disposed  of,  some  of  which  are 
very  valuable,  but  the  Penn  Central  is 
now  a  holding  company  with  operat- 
ing subsidiaries  in  a  variety  of  areas, 
ranging  from  Buckeye  Pipe  Line  Co. 
and  Edgington  Oil  and  some  smallish 
drilling  companies  in  the  energy  field 
to  Marathon  Manufacturing  Co.,  an 
important  maker  of  offshore  drilling 
rigs,  to  Arvida  Corp.,  a  major  land 
developer  in  the  Southeast,  to  the  op- 
eration of  eight  amusement  parks 
around  the  country.  The  intended  ac- 
quisition of  GK  Technologies  was 
aborted  at  just  about  the  last  minute 
because  the  Penn  Central  manage- 
ment was  apprehensive  that  this 
company  might  be  faced  with  damage 
claims  resulting  from  the  MGM  hotel 
fire  in  Las  Vegas.  It  is  only  logical  to 
expect  an  increasingly  aggressive  ac- 
quisition effort  on  the  part  of  Penn 
Central,  not  only  because  it  has  the 
funds,  the  borrowing  power  and  a 
huge  cash  flow,  but  also  because  it  can 
afford  to  pay  relatively  high  prices  for 
earnings  that  will  be  tax  free. 

Penn  Central  reports  its  earnings 
after  allowing  for  the  taxes  it  doesn't 
pay.  This  is  correct  from  an  accoun- 
tant's point  of  view,  but  it  obviously 
understates  the  actual  increment, 
which  amounted  to  $6.21  a  share  last 
year.  Because  the  company  is  still  in  a 
transition  stage,  it  is  not  possible  to 
make  a  meaningful  estimate  for  1981. 

If  the  company's  management  can 
be  as  successful  as  it  has  been  in  the 
past,  the  future  should  be  bright.  The 
price  of  the  stock  ran  up  to  47  after 
the  settlement  with  the  government 
was  announced  last  November.  It  has 
since  settled  back  to  37,  and  at  this 
level  I  consider  it  attractive  as  a 
semi-speculative  investment.  Divi- 
dends, however,  will  be  a  very  sec- 
ondary consideration.  ■ 
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s  things  now  stand,  I  expect  petroleum 
nee  controls  to  be  lifted  well  before  the 
immer  driving  season  sets  in. 

NO  SALE 


M0NE:\  &  INVESTMENTS 


By  Ann  C.  Brown 


This  is  one  woman 
who  isn't  buying  the 
latest  Wall  Street 
gloom  -  and  -  doom 
story  that  the  ener- 
gy and  natural  re- 
source stocks  are 
dead.  Anyone  who 
has  looked  at  his 
recent  heating-oil 
bills  or  gasoline- 
imp  prices  should  realize  it  just  ain't 
.  Those  of  us  along  the  road  from 
aine  to  Miami  have  been  fighting 
erything  from  frostbitten  fingers  to 
)zen  orange  juice  on  the  tree.  With 
e  smudge  pots  and  furnaces  work- 
g  overtime,  the  petroleum  distillate 
ventory  is  being  drawn  down  while 
PEC  prices  continue  to  go  up. 
There's  a  good  chance  that  by  the 
ne  you  read  this  the  Reagan  Admin- 
:ration  may  have  decontrolled  the 
ices  of  domestic  crude  oil,  gasoline 
id  propane,  and  moved  to  speed  up 
e  decontrol  of  natural  gas.  If  Mr. 
jagan  hesitates  a  few  weeks  longer 
fore  signing  this  pending  executive 
der,  it  will  probably  be  only  until 
ost  of  the  country  is  entering  into 
ring  and  there  is  sufficient  fuel  in 
dividual  oil  tanks  to  prevent  actual 
lysical  suffering.  As  things  now 
and,  I  expect  petroleum  price  con- 
:)ls  to  be  lifted  well  before  the  sum- 
er  driving  season  sets  in. 
Now  that  the  American  hostages 
ive  been  released,  many  people  see  a 
ssening  of  tensions  in  the  Mideast.  I 
)n't  buy  that  story,  either.  If  any- 
ing,  the  situation  may  heat  up  as 
m,  which  was  battling  the  U.S.  and 
iq  at  the  same  time,  concentrates 
>  fury  on  the  latter  and  tries  to  recap- 
re  valuable  territory  it  lost  over  the 
St  few  months.  From  what  I  can 
11,  it  should  be  quite  some  time  be- 

n  C  Brown  is  executive  vice  president  of  the 
w  York  investment  firm  of  Melhado,  Flynn  & 
ociates. 


fore  Iran  again  becomes  a  meaningful 
exporter  of  oil. 

One  company  that  should  benefit 
no  matter  what  happens  is  Amerada 
Hess  |41),  which  operates  a  big,  mod- 
ern oil  refinery  in  the  Virgin  Islands. 
In  addition,  the  company  has  a  whop- 
ping amount  of  estimated  reserves  un- 
der friendly  land  and  waters  in  the 
U.S.  and  the  North  Sea.  I  first  recom- 
mended Amerada  Hess  at  a  split-ad- 
justed price  of  $14  per  share  in  late 
1978.  Since  then,  the  stock  has  been 
an  excellent  investment  and  trading 
vehicle,  moving  last  year  from  a  low 
of  18  to  a  high  of  54.  Earnings  for  the 
year  just  ended  are  anticipated  to  be 
around  $6.40  per  share  and  my  num- 
ber one  contact  has  just  bumped  his 
estimate  for  1981  to  $8  per  share.  It's 
possible  he  may  be  on  the  high  side, 
but  when  you're  working  with  cold 
weather,  a  lukewarm  economy  and 
hot-tempered  sheikhs  one  man's 
guess  IS  as  good  as  another's. 

Another  favorite  energy  company 
that  suffered  during  the  recent  spate 
of  profit-taking  is  i  'tiion  Oil  of  Califor- 
nia (40).  The  company  recently  an- 
nounced two  new  gas  finds  that 
should  add  to  its  estimated  7  trillion 
cubic  feet  of  reserves.  Obviously,  any 
speedup  in  the  deregulation  of  this 
currently  underpriced  commodity 
would  have  a  favorable  effect  on  earn- 
ings. Even  without  such  a  move  the 
company  could  earn  in  the  neighbor- 
hood of  $4.75  a  share  this  year,  up 
from  an  estimated  $3.80  in  1980. 

Woods  Petroleum  (32)  is  worth  men- 
tioning again  at  this  time,  having 
"corrected"  from  a  high  of  42  late  last 
year.  While  operating  earnings  for 
1980  may  only  show  a  15-cent  in- 
crease over  1979's  reported  $1.05  per 
share,  owing  to  curtailed  oil  and  gas 
sales,  business  should  benefit  from 
this  chilly  winter.  At  the  moment, 
$1.65  per  share  is  estimated  for  1981. 
However,  I  have  a  feeling  this  could 
prove  to  be  conservative.  Woods  Pe- 
troleum owns  some  very  attractive 
leasehold  acreage,  which  it  is  current- 


ly exploring.  A  sizable  find  could  do 
big  things  for  the  price  of  the  stock  of 
this  relatively  small  and  closely  held 
company.  So  could  a  merger  or  buy- 
out by  one  of  the  majors  long  on  cash 
and  short  on  reserves. 

My  top  choices  among  the  natural 
resource  stocks  have  been  Freeport 
Minerals  (63),  Engelhard  Minerals  & 
Chemicals  (47)  And  St.  Joe  Minerals  (30). 
They  still  are,  since  nowhere  have  I 
read  that  anyone  has  found  substi- 
tutes for  oil,  gas,  zinc,  lead,  etc.  I  con- 
tinue to  like  Freeport  Minerals,  espe- 
cially with  its  merger  (and  restructur- 
ing) with  McMoRan  Oil  &  Gas,  and 
would  suggest  that  the  stock  be 
bought  at  this  level.  The  other  two 
stocks,  Engelhard  Minerals  &  Chemi- 
cals and  St.  Joe  Minerals,  are  equally 
tempting,  if  not  more  tempting,  buys 
at  this  time.  Even  though  the  world 
economies  are  slowing  down,  Engel- 
hard Minerals  &  Chemicals  is  still 
estimated  to  earn  around  $9  per  share 
in  1981,  vs.  an  estimated  $8  per  share 
in  1980. 

For  investors  who  would  like  to 
take  a  position  in  Engelhard  and  have 
a  "kicker"  to  boot,  I  suggest  a  look  at 
Minerals  <S  Resources  ADR  (13),  a  for- 
eign-based company  with  a  27%  eq- 
uity interest  in  Engelhard  earnings. 
In  addition.  Minerals  &  Resources  is 
developing  projects  in  precious  met- 
als, oil,  gas,  fertilizer  and  other  com- 
modities, which  could  add  substan- 
tially to  earnings  in  the  years  ahead. 
For  the  fiscal  year  ended  fune  1980, 
MNRCY  earned  $1.25  per  share,  with 
$2.05  estimated  for  this  year  and 
$2.45  for  fiscal  1982.  In  any  event, 
my  seers  see  a  35%  five-year  earn- 
ings-per-share  growth  rate  and  for 
those  looking  for  an  interesting  stock 
under  $20  a  share,  this  one  is  certain- 
ly worth  investigating. 

In  both  May  and  June  of  last  year,  I 
recommended  St.  Joe  Minerals  at  $20 
per  share  (split-adjusted)  and  it  did 
what  I  had  hoped  it  would  do — right 
up  to  $37  per  share  before  backing  off. 
I  continue  to  believe  that  the  present 
management  is  successfully  modern- 
izing the  company  and  diversifying 
its  business.  With  patience,  similar  to 
that  exercised  in  the  case  of  NL  Indus- 
tries, buyers  of  St.  )oe  Minerals  could 
be  well  rewarded.  The  company  is  es- 
timated to  earn  $2.50  to  $2.60  for 
1980,  up  from  $1.73  in  1979.  This 
year's  guesstimate  is  for  around  $4.25 
per  share  as  St.  Joe  Mineral's  North 
Sea  oil  interests  start  pumping  up 
profits.  And  don't  forget  about  the 
gold  mines  in  California  and  Chile, 
plus  the  possible  big  play  in  coal.  ■ 
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TIME 

The 

big  blowup. 

The  morning  was  exceptionally  quiet; 
no  birds  sang. 

In  a  few  seconds,  Mt.  St.  Helens  released  the 
energy  of  five  hundred  Hiroshima  bombs, 
and  turned  miles  of  Washington  State  into  a 
sterile,  gray  moonscape. 

For  all  the  dramatic  coverage  given  this 
awesome  event  day  after  day,  the  issue  of 
TIME  featuring  Mt.  St.  Helens  was  bought  in 
near- record  numbers.  Buyers  at  the  newsstand 
chose  TIME  half  again  as  many  times  as  the 
next  news  magazine. 

Although  there  was  no  way  of  knowing 
that  TIME,  within  an  hour  of  the  blast,  had 
teams  of  writers  and  photographers  on  the 
scene,  hitching  rides  on  the  only  emergency 
vehicles  allowed  into  the  area— and  had  its 
enviable  research  staff  preparing  a  primer  on 
vulcanology  to  put  this  latest  convulsion  of 
nature  into  perspective— prospective  buyers 
assumed  that  TIME'S  coverage  would  be 
explicit,  comprehensive,  and  unique. 

Readers  prefer  TIME  because  they  have 
come  to  expect  the  most  from  TIME.  And  this 
expectation  has  made  TIME  America's  number 
one  news  magazine  by  every  important  bench 
mark.  TIME  is  known  not  only  for  reporting  all 
the  facts  with  painstaking  accuracy,  and  pictur- 
ing them  vividly,  but  also  for  communicating  a 
sense  of  wonder— the  fine  and  curious  details 
(right  down  to  the  eerie 
silence  of  the  birds  just 
before  the  eruption)  that 
make  an  event  indelible. 

TIME.  Millions  more 
people  read  it  every  week 
than  any  other  news  maga- 
zine. Because  we  work  so 
hard  to  put  more  into  it. 

More  goes  into  it. 


The  Contrarian 


■  Commissions  about  50%  less 
than  full  rate  brokers  (subject  to 
$23  minimum). 

■  Our  clearing  firm  whicii  carries 
your  account  lias  capital  in  excess  of 
$300  million. 

■  Fast,  efficient  phone  service. 

■  Keogh,  IRA  and  Corporate 
Accounts. 

■  Sliding  scale  margin  rates— 
the4arger  the  debit,  the  lower  the 
interest  rate. 

■  Securities  in  Each  Account 
Protected  to  $300,000. 

C.  D.  Anderson  &  Co. 

Incorporated 

Discount  Stock  Brokerage 

(415)4.\V2120 

California  Toil  Free  (800)  622-0875 
National  Toll  Free  (800)  227-4216 
Alaska/Hawaii  Toll  Free  (800)  227-3033 
International  Telex  278312  ANDCO  (RCA) 
300  Montgomery  St., San  Francisco, CA  94104 
Member:  Pacific  Stock  Exchange, 
NASD,SIPC 

Orders  executed  on  all  national  securities 
exchanges  through  our  correspondent. 


Get  Stocked 
fortheWs. 

Where  are  the  realistic  financial 
values  for  the  unpredictable  dec- 
ade ahead?  We  at  Penn  Square 
feel  the  answer  is  a  diversity 
of  fundamentally  undervalued 
common  stocks,  not  in  second- 
guessing  market  cycles. 

Explore  our  objectives.  Penn 
Square  Mutual  Fund  may  be  the 
answer  you're  looking  for. 

For  more  information,  including  management 
chargei  and  expenses,  write  or  call  us  for  our 
free  prospectus  Read  it  carefully  before  you  in- 
vest or  send  money 

800/523-8440 

In  PA.  call  collect  215/376-6771 
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Penn  Square  Mutual  Fund 

5th  &  Washington  Sts  .  PO  Box  1 4 1 9.  Reading,  Pa  1 9603 


Name. 


Address  _ 
City  


-State  Zip. 


Investment  experience  since  1 9S7.  ^ 
Over  5150,000,000  In  assets.  '^jj 


/  believe  we  are  in  the  first  stages  of  a 
major  bull  market — one  that  will  last 
much  longer  than  most  experts  expect. 

WHO  BETS 
THE  LEMMINGS? 


By  David  Dreman 


Crowds  have  al- 
ways found  the 
temptation  to  ndc 
the  wake  of  red-hot 
advisers  and  market 
players  irresistible. 

It  was  that  way  in 
the  1920s  when  mil- 
lions believed  that 
Jesse  Livermore,  the 
famed  speculator  of 
that  era,  was  infallible.  Livermore 
eventually  went  broke  and  took  his 
own  life  at  the  Plaza  Hotel.  It  was  that 
way  again  with  the  hot  go-go  manag- 
ers of  the  1960s  who,  millions  be- 
lieved, could  only  coin  money.  Most 
are  out  of  business  today  and  none 
sustained  their  record  through  the 
next  decade.  It  happened  all  over 
again  with  the  top  hedge  fund  man- 
ager of  the  1970s,  who  closed  his 
doors  in  1980.  In  each  of  these  cases, 
and  in  dozens  of  others,  m.ore  and 
more  people  became  true  believers 
just  before  the  guillotine  dropped. 

Which  brings  us  up  to  the  latest  in 
the  line — Joe  Granville.  Sure,  he  has 
run  up  a  good  record,  but  by  market 
standards  the  time  period  is  still  far 
too  short,  and  the  similarity  to  other 
hot  advisers  and  sizzling  money  man- 
agers far  too  great. 

Obvious  point:  Markets  are  very, 
very  fickle.  So  fickle  in  fact  that  even 
records  of  four,  five  years  or  more,  if 
they  are  not  underscored  by  the  most 
solid  methods,  don't  hold.  It's  like 
having  red  come  up  a  dozen  times  in  a 
row  on  the  roulette  table — the  longer 
the  streak,  the  greater  the  odds  it 
won't  last.  But,  amazingly,  the  more 
the  crowd  is  convinced  it  will.  How 
do  you  stop  lemmings  from  doing 
their  thing? 

So,  what  course  do  we  steer  here?  In 

David  Dreman  is  managing  partner  of  Dre- 
man. Gray  &  King.  Investment  Comisel.  New 
York,  and  author  of  Contrarian  Investment 
Smiegy  and  Psychologv'  and  the  Stock  Market 


this  contrarian's  view  at  least,  the 
time  to  buy  is  when  the  crowd  is  in 
flight,  as  it  is  today.  Even  after  the 
market's  strong  run-up  through  the 
past  two  years,  on  fundamental 
grounds  stocks  are  still  remarkably 
cheap — far  less  expensive  than  virtu- 
ally every  other  category  of  invest- 
ment. As  I've  noted  on  a  number  of 
occasions  since  early  last  year,  I  be- 
lieve we  are  in  the  first  stages  of  a 
major  bull  market — one  that  will  go 
much  further  and  last  much  longer 
than  most  experts  expect. 

Certainly  there  will  be  sharp  dips, 
but  these  represent  opportunities  to 
accumulate  first-rate  values  when 
stocks  are  being  pummeled.  One  such 
group  is  thi^  South  Afhcafi  golds. 

When  gold  was  S870  an  ounce, 
most  experts  thought  the  next  stop 
was  $1,000,  maybe  even  $1,500.  Now 
with  the  price  hovering  slightly  below 
$520,  there  are  few  takers — even 
though  we  still  have  double-digit  in- 
flation, a  problem  Reagan  advisers  in- 
dicate will  not  be  quickly  or  easily 
solved.  This  almost  assures  that  an 
upward  move  in  the  price  of  gold  is 
not  far  off.  Politically  the  South  Afri- 
can producers  have  become  far  more 
secure  since  the  favorable  settlement 
last  year  in  neighboring  Zimbabwe 
(formerly  Rhodesia),  which  kept  that 
country's  industrial  base  intact. 

Following  are  three  interesting  ve- 
hicles that  provide  both  exceptionally  ! 
high  yields  and  the  prospects  of  excel- 
lent appreciation: 

Anglo  -American  Corp.  of  South  Africa 
ADRs  (traded  over-the-counter): 
ANGLY  is  a  giant  holding  company 
which,  through  its  49%  interest  in 
Anglo  American  Gold  Investments, 
has  stakes  in  a  number  of  maior  South 
African  gold  mines.  In  addition,  it 
owns  17%  of  De  Beers,  9%  of  Engel- 
hard Minerals  and  interests  in  South 
African  industry,  real  estate,  banking 
and  insurance.  The  stock  is  down 
from  a  high  of  21'/2  to  13,  where  it 
trades  at  about  a  55%  discount  from 
its  year-end  asset  value  and  yields 
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CHIEFTAIN  DEVELOPMENT  CO.  LTD  A 

(CIO)  Edmonton,  Alberta,  Canada.  In  a  speech  to  the  Amex 
Club  of  the  American  Stock  Exchange  in  New  York,  Stanley 
A.  Milner,  president  of  Chieftain  Development  Co  Ltd. 
presented  the  company's  estimates  of  1980  results. 

As  a  result  of  successful  exploration  during  1980,  it  is 
estimated  that  Chieftain's  proved  and  probable  reserves  of 
natural  gas  will  show  an  increase  of  35  percent  to 
approximately  540  billion  cubic  feet  at  December  31,  1980. 
Proved  reserves  are  expected  to  show  a  25  percent  increase 
and  probable  reserves  an  increase  of  80  percent. 

Chieftain's  exploration  activity  in  1980  included  the 
drilling  of  95  wells  in  Canada  and  the  United  States  In  the 
OBED-Hinton  and  Gold  Creek  areas  of  Alberta.  Chieftain  has 
conducted  aggressive  land  acquisition  and  exploration 
programs  resulting  in  several  potentially  significant  gas 
finds.  The  company's  recent  emphasis  on  U.S.  exploration 
activity  will  continue  in  1981. 

For  the  year  ended  December  31,  1980,  Chieftain  expects 
gross  revenue  to  reach  $65  million,  up  from  $46  million  in 
1979.  Cash  flow  of  approximately  $23  million  or  $1.75  per 
share  IS  anticipated  compared  to  $15  million  or  $1  33  per 
share  in  1979.  Estimated  earnings  for  1980  of  $9.3  million 
or  65  cents  per  share  will  show  considerable  gams  from 
the  $5.2  million  or  35  cents  per  share  reported  for  1979. 
(Contact:  Esther  S.  Ondrack,  Vice  President,  Administration 
and  Corporate  Secretary,  Chieftain  Development  Co.  Ltd., 
1201  Toronto  Dominion  Tower.  Edmonton  Centre,  Edmon- 
ton, Alberta,  Canada  T5I  2Z1  (403)  425-1950.) 


GROW  GROUP,  INC.  (N) 

(GRO)  New  York,  N  Y — Grow  Group,  Inc.  is  the  nation's 
sixth  largest  manufacturer  of  paints  and  specialty  chemical 
coatings.  And  through  its  new  Ventures  Corporation,  the 
Company  is  developing  Enviro-Spray^",  a  revolutionary 
concept  in  non-polluting  pure  spray  aerosol  systems,  and 
Thermaljet",  an  advanced  industrial  food  processing  sys- 
tem. 

Grow  Group,  Inc.  directors  recently  voted  a  5  for  4  stock 
split  of  the  company's  common  stock  in  the  form  of  a  25% 
stock  dividend,  and  declared  a  regular  11  cents  quarterly 
cash  dividend  to  shareholders  of  record  January  9,  1981, 
The  cash  dividend  represents  the  67th  consecutive  quarter- 
ly payment  since  1964. 

In  December  1980,  Grow  announced  the  first  commercial 
installation  of  the  Thermaljef"^  industrial  food  processor, 
which  brings  a  totally  new  cooking  technology  to  the  $10- 
billion-a-year  prepared  meat  market.  The  market  introduc- 
tion of  a  proprietary  produc*  which  uses  the  Enviro-Spray''" 
system  will  take  place  during  calendar  year  1981. 

Also  during  1980,  Grow  expanded  its  world  markets 
through  the  international  licensing  of  its  powder  and 
powder  dispersion  technologies  (pollution-free  coatings), 
innovative  research  and  development  have  established 
Grow  as  the  market  leader  in  high  performance  marine 
coatings,  as  well  as  the  manufacturer  of  the  most  preferred 
business  aircraft  and  pleasure  craft  coatings. 

Grow's  Devoe  &  Raynolds  Co.  and  the  Ameritone  Paint 
Corporation,  both  highly  regarded  by  architects  and  decora- 
tors, will  jointly  introduce  the  Color-Key*  program  (a 
patented  color  coordination  system)  nationally  in  1981. 
(Contact:  Russell  Banks,  President  and  Chief  Executive 
Officer.  Grow  Group,  Inc.,  200  Park  Avenue,  New  York,  N.Y 
10017.  (212)  599-4400.) 


HARAV  INVESTMENT  AND  DEVELOPMENT  CO.  LTD. 

Jerusalem,  Dec.  31.  1980— Harav  Investment  and  Devel- 
opment Co.,  Ltd..  an  Israeli  Corporation,  announced  that 
fi.ial  agreement  has  been  reached  between  Harav-Overland 


Dome  Petroleum  Co.,  Hashephelah  Region  of  Israel,  cover- 
ing 135  sq,  miles. 

Overland  Dome  Petroleum  Company  holds  a  2'?%  inter- 
est in  this  venture,  received  for  services  rendered  to  the 
consortium  in  connection  with  the  acquisition  of  the 
concession.  Overland  Dome  or  either  one  of  its  corporate 
partners  may  no  later  than  February  15,  1981  exercise  an 
option  to  increase  its  participation  m  this  venture  to  25%. 
Global  Oil  Company  presently  holds  a  25%  interest  in  the 
Israeli  venture,  in  addition,  the  company  has  expressed  its 
willingness  to  purchase  the  remaining  balance  of  the 
venture  not  exercised  by  Overland  Dome  Petroleum  Com- 
pany or  either  of  its  two  corporate  partners.  Harav,  the 
managing  partner  of  the  consortium,  will  retain  a  50% 
interest  in  this  venture. 

Oil  Exploration  Ltd.  (OEL),  a  subsidiary  of  the  Israeli 
National  Oil  Company  has  agreed  to  become  the  consortium 
operator  on  the  project  and  will  purchase  a  10%  partici- 
pating interest  in  the  drilling  program.  OEL  is  finalizing  all 
contacts  for  personnel,  equipment  and  professional  ser- 
vices. In  addition,  several  major  Israeli  corporations  have 
expressed  a  desire  to  participate  in  the  drilling  program. 

Site  preparations  will  commence  in  February  1981  and 
drilling  will  begin  on  March  15,  1981.  one  month  ahead  of 
schedule.  A  geological  report  on  the  drilling  site  has  been 
completed  and  using  seismic  and  satellite  imagery  analy- 
sis, an  estimated  reservoir  of  58  million  barrels  of  oil  has 
been  ascertained  on  this  location. 
(Contact:  Dr  Robert  Moses,  President,  Harav  Investment 
and  Development  Co.,  Ltd.,  39  Hazelton  Ave.,  Toronto 
Canada  M5R  2E3.  Phone:  (416)  961-9688  ) 


INTER-CONTINENTAL  SERVICES  CORPORATION  0 

(ICSR)  Overland  Park.  Kans.,  Dec.  5— Jerry  E.  Baker,  Presi- 
dent of  Inter-Continental  Services  Corporation,  today  an- 
nounced that  CSC  will  have  an  80%  interest  in  a  newly 
formed  company,  "ShoMor  Gas  &  Oil  Corporation."  The 
remaining  20%  interest  will  be  equally  shared  by  Mr  CD. 
Schulte  and  Mr  John  Brummel  of  Garnett.  Kansas.  Offices 
will  be  located  at  ICSC  and  Garnett,  Kansas. 

ShoMor  Gas  &  Oil  Corp.  will  be  primarily  engaged  in  the 
drilling  and  production  of  oil  and  gas  wells  in  eastern 
Kansas  initially,  Mr  Baker  said. 

Mr  Baker  stated  that  ShoMor  acquired  a  small  operating 
lease  west  of  Garnett.  Kansas  comprising  of  8  oil  wells 
located  on  almost  400  leased  acres.  ShoMor  plans  to  drill  a 
minimum  of  five  additional  wells  on  this  lease  during  the 
next  two  to  three  months. 

ShoMor  has  also  acquired  land  leases  for  oil  and  gas 
drilling  purposes  on  over  6,400  additional  acres  located  in 
Anderson,  Coffey,  Miami  and  Crawford  counties  in  Kansas, 

ShoMor  was  capitalized  with  $400,000.  These  funds 
will  be  employed  for  the  purchase  of  the  west  Garnett  lease 
and  for  acquiring  additional  land  leases  for  oil  and  gas 
drilling  purposes.  ShoMor  plans  to  drill  25-30  wells  on  its 
leases  within  the  immediate  future,  Mr  Baker  said. 

In  today's  energy  climate  and  at  current  crude  oil  prices 
It  becomes  attractive  to  be  engaged  in  the  oil  and  gas 
production  industry.  Over  the  last  80  years  eastern  Kansas 
has  produced  thousands  of  shallow  oil  wells.  Generally, 
these  wells  have  produced  oil  in  an  area  approximately  600 
to  800  feet  below  the  surface  Drilling  to  this  level  is 
relatively  inexpensive,  especially  when  compared  to  the 
possible  oil  production.  Mr  Baker  further  stated  that  with 
the  current  deregulation  of  oil  and  gas  production  that 
ShoMor  is  equally  interested  in  the  Natural  Gas  possibilities 
ShoMor' s  program  provides. 

Mr  Baker  said  that  ttie  leases  owned  by  ShoMor  are 
generally  located  within  a  short  distance  to  current  produc- 
tion. While  any  drilling  program  has  a  degree  of  risk. 
ShoMor  hopes  to  increase  its  possibilities  for  drilling 


successful  wells  by  limiting  its  drilling  initially  to  are 
such  as  ShoMor's  existing  leases. 

Mr  Baker  said  that  Mr  Schulte  and  Mr  Brummel  ha 
been  involved  m  Kansas  farm  real  estate  sales  for  the  p; 
twenty  years.  During  the  past  year  they  have  leased  c 
1,200,000  acres  for  oil  and  gas  drilling  in  the  state  of  Kans 
for  other  oil  companies.  Their  knowledge  of  the  aforems 
tioned  territories  should  prove  beneficial  to  ShoMor 
obtaining  additional  leases  for  oil  and  gas  exploration 

ICSC  IS  a  publicly  held  company  primarily  engaged  in  t 
credit  services  industry.  In  July  of  1980,  ICSC  received  o\ 
$2,000,000  cash  in  the  sale  of  its  ownership  position  ini 
affiliate.  ICSC's  common  stock  is  traded  in  the  over-fl' 
counter  market. 

(Contact:  Jerry  E.  Baker.  President,  Inter-Continental  Si 
vices  Corporation,  10600  Mastin,  Overland  Park.  KS  662; 
Phone:  (913)  541-9220.) 


INTERNATIONAL  STANDARD  RESOURCES  LTD 

(VSE-IST)  Vancouver,  B.C.  International  Standard  Resourc 
Ltd  recently  announced  the  driving  of  the  shaft 
progressed  satisfactorily  and  is  presently  at  580  feet  fr< 
the  portal  and  nearing  the  200  foot  level  on  the  compan; 
2600  acre  Rousseau  Township  Gold-Silver  property  I 
ore  outline  raises  will  be  completed  from  the  100  foot  \e 
to  surface,  and  from  the  200  foot  level  to  the  first  lev 
Mining  slopes  will  be  prepared  and  ore  developed  a 
broken  for  shipment  to  the  mill. 

Preliminary  metallurgical  tests  have  been  completed 
the  mill  and  show  recoveries  above  95%  for  gold  a 
silver 

It  IS  planned  to  start  shipping  ore  in  January.  The  sta 
up  rate  will  be  100  tons  daily  to  be  increased  to  150  tol 
and  then  200  tons  per  day  as  the  shaft  is  completed  to  tl 
300  foot  level,  as  additional  ore  is  indicated  and  the  m 
grade  becomes  stabilized. 

If  the  grade  control  is  established  at  the  0.50  oz  per  6 
grade,  as  predicted,  with  a  $700  Canadian  gold  pri 
mining  20  days  per  month  at  100  tons  per  day,  gross  retL 
could  be  estimated  at. 

100  tons  X  20  days  2.000  tons  monthl\^  $700,0' 
150  tons  X  20  days  3,000  tons  monthly^  $1,050,01 
200  tons  X  20  days  4,000  tons  monthl)^  $1,400,01 
Estimated  cost  of  mming,  shipping,  milling  $65  per  ton.. 

It  IS  estimated  Net  Profit  should  be  approximately  $31 
per  ton.  I 
2,000  tons  monthly  yields  $600,000  profit  before  ta» 
3,000  tons  monthly  yields  $900,000  profit  before  tan 
4.000  tons  monthly  yields    $1,200,000  profit  before  ta> 

The  company  is  in  an  excellent  financial  position,  and 
October  31,  1980  had  cash  reserves  of  $1,520,804.; 
Shares-issued:  1,515,454. 

(Contact:  Maxwell  M.  Guthrie.  President,  Internatioi 
Standard  Resources,  Ltd.,  Goldcrest  Acres,  Gilford,  Ontai 
Canada  LOL  IRO.  Phone:  (416)  775-2892.) 


SHONEY'S  INC. 

(NASDAQ-SHON)  Nashville.  Tennessee  (Dec.  18.  1980)-Fi 
lowing  the  regular  Board  of  Directors'  meeting  here  todi 
Shoney's  Inc.  reported  record  results  for  both  the  foui 
quarter  and  for  the  year  ended  October  26.  1980.  Tl 
marks  the  86th  consecutive  quarter  in  which  revenues  a 
earnings  have  reached  new  highs. 
.  Revenues  for  the  year  ended  October  26.  1980  increas 
15%  to  $216,099,877  from  $188,687,188  in  fiscal  19i 
Earnings  per  share  rose  18%  to  $1.11  versus  $.94  Fort 
fourth  quarter,  revenues  increased  16%  to  $53,155.1 
and  earnings  per  share  rose  17%  to  $.27  versus  $.i 
Earnings  per  share  have  been  restated  to  reflect  the  foi 
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ree  stock  split  distributed  on  October  14,  1980. 
:  sales  trend  continued  to  improve  in  the  fourth 
ir.  Sales  from  restaurant  operations  were  up  18.2% 
:he  fourth  quarter  of  1979,  compared  with  increased 
3%  and  14.7%  for  the  second  and  third  quarters, 
itively.  Customer  count  showed  a  slight  gain  for  total 
rant  operations  for  the  fourth  quarter 
the  meeting,  the  Board  of  Directors  voted  to  increase 
gular  quarterly  cash  dividend  from  $.045  per  share  to 
)er  share.  The  cash  dividend  is  payable  January  22, 
to  stockholders  of  record  January  5,  1981. 
ing  fiscal  1980,  the  Company  had  a  net  increase  of 
mpany-owned  restaurants  and  22  franchised  units. 
3  company-owned  units  include  12  Shoney's  Big  Boy 
urants,  25  Captain  D's,  and  two  units  from  our 
ilty  Group.  At  October  26,  1980,  the  Company  had  683 
rants  in  operation,  which  included  298  company- 
and  385  franchised  units. 

addition  to  Shoney's  and  Captain  D's,  Shoney's  inc 
:es  a  Specialty  Group  of  outlets  and  a  manufacturing 
ion  of  salad  dressing  and  condiments, 
ict:  Taylor  Henry,  Jr,  Vice  President,  Finance,  1727 
ill  Pike,  Nashville,  TN  37202,  615-361-5201.) 


ERSAL  RESOURCES  CORPORATION  A 

,  January  7,  1981 — Universal  Resources  Corporation 
)  today  reported  earnings  of  $7.2  million  for  the  fiscal 
nded  October  31,  1980  compared  to  $2.9  million  in 
evious  year  In  the  fourth  quarter  earnings  were  $2.3 
1  compared  to  $1.1  million  in  the  same  quarter  last 
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The  cost  is  modest.  A  minimum- 
sized  message  (36  lines)  is  only 
$2,1 24,  which  IS  just  $3.08  for  each 
thousand  subscribers.  Additional 
space  at  $59  per  line. 

Call  or  write  today  for  all  the  details: 

Sarah  Madison 

Corporate  Report  Updates 
Forbes  Inc. 
60  Fifth  Avenue 
New  York,  NY  10011 
Phone: (212)  620-2371 


Universal  also  announced  that  its  Board  of  Directors 
have  authorized,  on  January  7,  1981,  a  three-for-two  stock 
split  in  the  form  of  a  stock  dividend.  The  additional  new 
shares  will  be  distributed  January  27,  1981,  to  sharehold- 
ers of  record  on  January  16,  1981.  Cash  will  be  paid  in  lieu 
of  fractional  shares. 

All  share  and  per  share  data  for  the  fiscal  year  ended 
October  31,  1980  and  for  all  prior  periods  has  been 
retroactively  restated  to  reflect  the  three-for-two  stock  split 
distributed  on  October  10,  1980  and  the  three-for-two 
stock  split  to  be  distributed  on  January  27,  1981.  After 
restatement  for  both  stock  splits,  earnings  per  share  were 
$1.00  in  fiscal  1980  compared  to  $.53  in  the  previous  year 

Universal  Resources  Corporation  is  a  Dallas-based  oil 
and  gas  exploration  and  production  firm.  Its  common  stock 
is  listed  on  the  American  Stock  Exchange  under  the  symbol 
"UVR." 

UNIVERSAL  RESOURCES  CORPORATION 

FINANCIAL  HIGHLIGHTS 

October  31 

3  Mos  Ended  1980  1979 

Total  Revenues  $11,401,399  $8,880,503 

Income  from  Operations  (2)  $  3,508,402  $1,713,860 

Net  Income  (2)  $  2,352,402  $1,101,860 

Average  Shares  Outstanding  (1)  8.111,953  5.538,802 

Net  Income  Per  Share  (1)  $.29  $.20 

October  31 

Fiscal  Year  Ended  1980  1979 

Total  Revenues  $38,898,770  $26,461,445 

Income  from  Operations  (2)  $10,981,828  $4,118,463 

Net  Income  (2)  $  7,221,828  $2,929,463 

Average  Shares  Outstanding  (1)  7,211,497  5,521,873 

Net  Income  Per  share  (1)  $1.00  $  53 

(1)  — After  giving  effect  to  a  three-for-two  stock  split  distributed  October 

10,  1980  and  a  second  three-for-two  stock  split  to  be  distributed 
January  27,  1981 

(2)  — Restated  for  certain  modifications  made  m  the  company's  full  cost 

accounting  policies  to  conform  to  the  uniform  full  cost  method  of 
accounting  adopted  by  the  SEC 

(Contact:  Charles  B.  Ponder,  Senior  Vice  President,  Univer- 
sal Resources  Corporation.  13601  Preston  Road,  Dallas,  TX 
75240.  Phone:  (214)  661-3876.) 


PIONEER  HI-BRED  INTERNATIONAL,  INC.  0 

(PHYB)  Des  Moines,  lA.  Pioneer  is  a  leader  in  the  genetic 
supply  industry  which  develops,  produces,  and  markets 
improved  seed  stocks  used  in  agriculture.  In  addition,  a 
subsidiary,  Norand  Corporation,  develops,  manufactures, 
and  markets  microprocessor-based  computer  systems  for 
businesses. 

Pioneer  seed  products  include  hybrid  corn  and  sorghum 
and  proprietary  varieties  of  alfalfa,  forages,  soybeans, 
wheat,  and  cotton.  In  addition.  Pioneer  conducts  research 
programs  to  develop  hybrid  wheat,  cotton,  and  sunflowers, 
an  oil  seed  crop. 

Pioneer  brand  seed  corn  is  the  leading  product  in  sales 
and  contribution  to  profits  for  the  Company  The  total  U.S. 
market  for  seed  corn  in  1980  was  estimated  at  $950 
million.  Pioneer  hybrids  held  a  33.7  per  cent  share  of  that 
market — more  than  twice  that  of  any  competing  brand. 

The  Company  normally  experiences  losses  in  its  first  and 
fourth  quarters  due  to  the  seasonal  nature  of  the  seed 
business. 

Years  Ended  August  31 

1980  1979 
Net  Sales*  $405,884         $327,51  1 

Pretax  Income*  $113,173         $  78,626 

Net  Earnings*  $  57,245         $  39,297 

Earnings  Per  Share  $      3.59         $     2  47 

Dividends  Pet  Share  $       .87         $  75 

Earnings  as  %  of  Equity 

at  Beginning  of  Year  29.5%  23  6% 

Avg  Shares  Outstanding*  15,941  15,929 

*ln  thousands 

(Contact  James  Ansorge,  Pioneer  Hi-Bred  International,  Inc., 
1206  li/lulberry  Street,  Des  Moines,  Iowa  50308,  515/245- 
3578.) 


7.3%  (before  the  South  African  gov- 
ernment's 15%  withholding  tax). 

Free  States  Geduld  Aim  (46):  The 
company  is  the  leading  gold  producer 
in  the  Orange  Free  State  Province. 
Capital  spending  has  been  stepped  up 
substantially  to  boost  tonnage.  The 
stock  trades  at  about  6  times  1980 
earnings  and  yields  over  20%  (again 
prior  to  the  15%  withholding  tax). 

Vi^estem  Deep  Leveb  Ai:>Rs  (49'/2):  Lo- 
cated in  Transvaal  Province,  WDEPY 
has  large  reserves,  which  it  plans  to 
further  exploit  with  a  billion-dollar- 
plus  expansion  program  over  the  next 
decade.  Currently  trading  at  about  6 
times  earnings,  it  yields  16.3%  (before 
withholding  tax). 

For  those  who  want  to  stay  closer  to 
home,  the  following  companies  look 
attractive: 

Mohil  [77],  has  a  major  stake  in  the 
Hibernia  Field  off  Newfoundland.  Ini- 
tial drilling  results  mdicate  that  Hi- 
bernia has  the  potential  of  being  a  1- 
billion-barrel-plus  field.  The  stock 
trades  at  6  times  earnings  and  yields 
5.2%.  Earnings  are  expected  to  rise 
15%  or  more  in  1981. 

Giant  Texaco  (44),  like  Mobil,  im- 
ports a  large  part  of  its  crude  from 
Saudi  Arabia,  the  most  stable  OPEC 
supplier.  Texaco  has  upped  its  explo- 
ration budget  in  recent  years.  The 
company  is  asset-rich,  with  an  esti- 
mated breakup  value  of  $125  or  more 
a  share,  placing  it  among  the  cheapest 
of  the  internationals  on  a  price-to-net- 
asset  basis.  Texaco  currently  trades  at 
a  P/E  of  5  and  yields  5.9%.  Earnings 
should  increase  to  approximately 
$9.75  in  1981 — more  than  triple  the 
1978  level. 

Bache  (22)  is  one  of  the  nation's 
largest  brokerage  houses,  and  derives 
50%  of  its  revenues  from  commis- 
sions, which  have  been  moving  up 
sharply  this  year  with  expanding  trad- 
ing volume.  Earnings  should  rise  at 
least  30%  in  1981  to  $4.70  a  share. 
The  stock  trades  at  a  P/E  of  6. 

Crum  &  Forster  (24),  a  well-managed 
property  casualty  insurer,  trades  at  a 
P/E  of  4  and  yields  6.1%.  Earnings 
have  grown  at  a  better  than  20%  rate 
through  the  past  five  years. 

Successful  investing,  to  me  at  least, 
means  playing  long-term  odds,  not 
hot  short-term  records.  It  is  far  safer 
to  buy  low  P/E  stocks,  such  as  the 
above,  supported  by  a  record  of  suc- 
cess spanning  over  40  years,  than  a 
hot  streak  powered  by  an  enigmatic 
market  personality.  Certainly  duller 
than  seat-of-the-pants  flying,  but  sta- 
tistically far  less  dangerous  and  far 
more  likely  to  be  rewarding.  ■ 
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They  say  90%  of  commodity  speculators 
lose.  I  think  it's  closer  to  99%- 


THE  CX>MMODITIES 
CASINO 


By  John  Train 


Few  Forbes  readers 
can    have  escaped 
the  bombardment  of 
■I  advertising  and  pro- 

f^^SPBB  motion  intended  to 
stir  up  their  interest 
in  commodity  trad- 
ing. One  company's 
particularly  effec- 
tive advertisement 
IS  couched  in  the 
form  of  answers  from  its  own  regis- 
tered representatives  in  different 
cities  to  the  question  of  why  com- 
modity traders  lose  money.  Every  sort 
of  answer  is  advanced:  The  speculator 
gets  in  over  his  head;  he's  emotional; 
he's  greedy;  he  lacks  patience  (or, 
with  perfect  inconsistency,  fails  to 
cut  his  losses  rapidly)  ...  all  sorts  of 
explanations. 

The  one  true — and  obvious — -reason 
why  commodity  speculators  lose 
money  is  ignored  in  this  ad.  It  is  that 
the  retail  coitunodity  speculator  does  not 
belong  in  the  market  at  all.  If  he  keeps 
going  long  enough  he's  almost  sure  to 
lose  his  money,  just  as  though  he  was 
playing  the  slots  at  Las  Vegas.  He  is  a 
sucker,  a  victim,  not  a  client,  to  the 
industry.  In  pure  theory,  if  one  bought 
and  held  commodities  in  bulk  for  long 
periods  one  could  make  money,  as- 
suming that  the  pork  bellies  and  the 
like  didn't  rot  before  you  could  sell 
them,  and  assuming  you  could  pay  the 
interest  charges.  That,  however,  is 
not  what  retail  customers  of  com- 
modity houses  are  urged  to  do.  Rath- 
er, they  trade  actively  against  eacl^ 
other  in  a  series  of  paper  transactions. 
Probably  not  one-twentieth  of  all 
trades  in  commodities  ever  result  in 
actual  delivery  of  the  goods,  and  even 
less  in  the  newer  financial  futures 


contracts. 


John  Train  is  president  of  Train,  Smith,  Invest- 
ment Connsel,  Sew  York,  and  tlx  aittlx)r  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 


Sometimes  the  perpetrator  is  hoist- 
ed with  his  own  petard. 
ContiCommodity,  a  subsidiary  of 
Continental  Grain,  has  been  running 
three  U.S. -managed  commodities 
funds:  McLean  Futures  Fund  I, 
McLean  Futures  Fund  II  and  Mountain 
View  Fund.  In  19S0  McLean  Futures 
Fund  II  lost  so  much  of  its  assets  that  it 
had  to  be  liquidated,  or  "tapped  out"  as 
they  say  in  the  commodities  game. 

A  little  later  Mountain  View  went 
under,  and  at  the  end  of  the  year 
McLean  Futures  Fund  I  (which  had 
previously  paid  a  substantial  dividend) 
had  lost  so  much  money,  it  also  had  to 
be  liquidated. 

ContiCommodity  has  had  to  make 
good  the  amount  that  the  funds  lost 
beyond  their  assets  before  they  could 
be  shut  down.  Conti  has  so  far  de- 
clined to  reveal  how  much  this 
amounts  to. 

Now,  reader:  If  great,  big,  experi- 
enced, wise  ContiCommodity  is  bold 
enough  to  start  a  series  of  public 
funds,  knowing  that  a  lot  of  skeptics 
will  carefully  note  the  results,  you  can 
be  quite  sure  it  will  give  them  its  very 
best  efforts.  So,  what  does  the  result 
of  these  efforts  tell  you  about  your 
chances?  Take  it  from  me:  They're 
lousy.  Forget  it. 

Managed  Account  Reports  (224  lo- 
seph  Square,  Columbia,  Md.  21044, 
telephone:  301-730-5365),  which 
monitors  pooled  commodity  account 
performance  results,  has  a  brochure 
called  (niidelines  for  Selecting  a  Coni- 
inodity  Money  Manager .  They'll  send  it 
free  to  any  reader  who  asks  for  it. 
They  advise  asking  a  number  of  ques- 
tions of  any  broker  you  propose  to 
use,  including  what  percentage  of  the 
customers'  equity  all  commissions 
represented  in  the  last  year,  and  the 
overall  track  record  of  all  accounts — 
presumably  over  several  years — with 
a  description  of  the  tabulation  meth- 
od and  whether  the  results  are  audit- 
ed. Also,  what  the  largest  erosion  of 
capital  was  that  the  broker's  accounts 
ever  experienced,  from  the  top  to  the 


bottom,  and  how  many  accounts  have 
been  closed  out  in  the  years  that  th( 
broker  has  been  in  business. 

It  certainly  makes  sense  to  asl 
these  key  questions.  Most  commod 
ity  brokers  lose  money  for  their  cus 
tomers,  and  probably  won't  give  th( 
information;  if  they  don't,  the) 
should  be  avoided.  The  good  one; 
should  provide  it. 

Leon  Rose,  the  publisher  of  Man- 
aged Account  Refxyrts,  has  written  a; 
follows,  in  Personal  I'itiance : 

"It  is  a  well-known  axiom  in  th( 
commodities  brokerage  industry  thai 
the  average  speculator's  account  wilj 
last  no  more  than  three  to  sii 
months  and  as  many  as  90%  of  th« 
speculators  in  commodities  who  tn 
to  trade  the  markets  on  their  owr 
will  lose  money. 

"Even  the  old  hands  who  hold  scat! 
on  exchanges,  or  spend  most  of  theii 
time  living  with  the  commodity  mar 
kets,  can  get  burned  badly  from  time 
to  time. 

".  .  .  The  speculator  with  a  limitec 
amount  of  risk  capital  ]ust  doesn'i 
have  enough  staying  power  thest 
days.  In  fact,  most  reputable  broker; 
will  tell  you  to  keep  out  of  today'; 
futures  markets  unless  you  can  afforc 
to  commit  $25,000  or  more  in  momej 
you  won't  ever  need  to  buy  groceries 
or  to  pay  the  mortgage  on  youi 
home." 

I  agree  with  that,  except  for  th« 
idea  that  90%  of  the  speculators 
lose.  I  think  it's  closer  to  99'/'o.  h 
depends  on  how  long  a  period  you're 
talking  about,  as  in  any  other  kmc 
of  gambling  against  heavy  odds.  Il 
may  be  90%  losers  in  the  first  year) 
for  example,  but  in  the  next  year  th^ 
1070  that  survived  the  first  year  wilj 
be  put  through  the  meat  grinder  ir 
their  turn.  So  almost  nobody  sur 
vives  verv'  long. 

One  might  infer  from  this  that  on( 
should  go  from  an  individual  com 
modity  accoimt  to  a  commodity  fund 
However,  commodity  funds  in  gener 
al,  according  to  Mr.  Rose,  are  at 
disadvantage  compared  with  large  in 
dividual  accounts.  The  funds  pa^ 
higher  commission  rates  and  charge 
hefty  fees.  On  the  other  hand,  the^i 
save  the  speculator  from  the  risk  o 
bankruptcy,  an  ever-present  possibil 
ity  with  an  individual  account. 

I  have  a  simple  rule  about  specula 
tion.  Here  it  is:  Whenever  there  is  . 
proliferation  of  new  funds  for  invest 
ing  in  some  particular  thing — elec 
tronics,  art,  foreign  securities,  com 
modities — it's  a  time  for  the  pruden 
investor  to  be  particularly  cautious.  ■ 
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Some  sobering  thougMs 
for  savmgscertificate  buyers. 


During  this  time  of  roller  coaster  interest  rates, 
erious  investors  are  looking  for  more  than  just  high 
fields.  They  know  that  most  savings  certificates 
ack  the  liquidity  of  money  market  funds.  This  can 
estrict  investing  strategy  as  opportunities  arise.* 
rhat's  why  if  you're  ahout  to  buy  or  renew  a  savings 
;ertificate,  you  should  carefully  consider  the  many 
idvantages  of  Fidelity's  money  market  funds. 

•  No  early  withdrawal  penalty 

•  Free  check  redemption  ($500  minimum) 

•  No  minimum  investment  period 

FIDELITY  MONEY  MARKET  FUNDS 
S^S.  SAVINGS  CERTIFICATES. 


6-Month 
Savings 

Fidelity's  Money 
Market  Funds 

Feature 

Certificate 

Cash  Reserves 

FDIT 

H.irlv 

Withdrawal 
Penalty 

At  least  ? 

months' 

interest 

None 

None 

Fixed 

Investment 
Peruid 

Yes 

None 

None 

Check 
Redemption 

Subject  to 
loan  charges 

Yes 

$500  minimum 

Yes 

$500  minimum 

Minimum 
Investment 

$10,000 

$1,000 

$]  0,000 

Additumal 
Investments 

$10,000 

$250 

$500 

HDELITir 

CASH  RESERVES 

$1,000  MINIMUM  INVESTMENT 


55 


P  ()  Box  832.Dept    JB  021681C 

82  Devonshire  Si  .  Boston.  Mass  0210;i 


For  more  complete  information,  including  management 
fees  and  expenses,  please  write  or  call  for  a  prospectus. 
Read  it  carefully  before  you  invest  or  send  money. 


Name 


Address 


Zip 


''HELLO,  FIDELITY'' 

CALL  FREE 
(800)  225-6190 

In  Mass.  Call  Collect  (617)  523-1919 


•I  r- 


HDELirr 

DAILY  INCOME  TRUST 


$10,000  MINIMUM  INVESTMENT 


31 


PO  Box  832.  Dept  JB  021681C 

82  Devonshire  Si  .  Boslon.  Mass  02103 


For  more  complete  information,  including  management 
fees  and  expenses,  please  write  or  call  for  a  prospectus. 
Read  it  carefully  before  you  invest  or  send  money. 


Name 


Address 


City  State 

Retirement  Plan  Information:  □  Keogh    □  IRA  □403(b) 

CX course,  savings  certificates  offer  a  guaranteed  return  and  your  principal  is  insured  by  a  guvernment  agency. 


City  State 

Retirement  Plan  Informalion:  □  Keogh    □  IRA  Transfers  □  403(b) 


Zip 


Psychology  &  Investing 


Common  Stock 
Dividend 

Increased  for  30th 
Consecutive  Year 

The  Board  of  Directors  of  Central 
and  South  West  Corporation  on 
January  23,  1981  declared  an 
increase  in  the  regular  quarterly 
dividend  from  37/2?;  per  share  to 
39'/?0  per  share  on  the 
Corporation's  Common  Stock. 
The  increased  dividend  is 
payable  February  27,  1981  to 
stockholders  of  record  February 
6,  1981. 


John  E,  Taulbee 

Executive  Vice  President  and 
Ctiief  Financial  Officer 


Central  and  South  West 
Corporation 

2700  One  Mam  Place  •  Dallas,  Texas  75250 

System  Operating  Companies 

Central  Power  and  Ligfit  Company 
Public  Service  Company  of  Oklalioma 
Souttiwestern  Electric  Power  Company 
West  Texas  Utilities  Company 


You  play  the^^ 
leading  role 

in  our  fight  against 
support  ^irth  defects 
MARCH  OF  DIMES 

THIS  SPACE  CONTRIBUTED  BY  THE  PUBLISHER 


IL-  M8PE-L-L-8 

Ristorante  Italiano 

...   FORBES,  NEW  YORK  TIMES 
AND  GOURMET 

.  1460  SECOMD  AVE.,  (76  &  77)  N.Y.C.  535-9310  . 


The  municipal  bond  market  contains  a 
paradox:  hungry  buyers,  fearful  holders. 

WHEN  DO  I  GET 
MY  MONEY  BACK? 


By  Srully  Blotnick 


No  GROUP  of  inves- 
tors has  been  sub- 
jected to  a  more  jar- 
ring ride  during  the 
past  decade  and  a 
half  than  the  holders 
of  municipal  bonds. 

After  reading  two 
excerpts  from  inter- 
views with  a  couple, 
now  in  their  early 
60s,  Don  and  Helen,  who  hold  over  $1 
million  worth  of  them,  you'll  know 
why.  The  first  conversation  took 
place  in  the  spring  of  1968,  shortly 
after  Don  had  sold  his  business  for 
over  $3  million,  in  cash. 

"I've  paid  all  the  taxes,"  said  Don, 
"and  I  put  about  two-thirds  of  what 
I've  got  left  into  tax-free  municipal 
bonds.  Now  we  don't  have  to  worry. 
We'll  have  a  steady,  secure  income." 

"What,  specifically,  did  you  buy?"  I 
asked  him. 

"Only  good  stuff,"  he  replied,  "rat- 
ed AA,  or  better,  by  Standard  (!k 
Poor's." 

"What  are  the  yields?"  I  inquired. 

"We  got  the  highest  yields  anyone 
has  been  able  to  get  in  over  20  years," 
he  responded  happily.  "They  average 
a  bit  over  4%." 

The  second  conversation  took  place 
in  January  1981. 

"We  got  screwed,"  said  Don.  "How 
could  I  have  been  so  stupid?  What 
really  gets  my  goat  is  that  I  asked  the 
best,  most  sophisticated  people  I 
could  find  in  1968  what  to  do  with  all 
that  money.  I  never  thought  this 
would  happen.  I'd  lose  my  shirt  if  I 
tried  selling  anything  now." 

"How  long  was  the  average  maturi- 
ty of  the  bonds  in  your  portfolio  when 
you  bought  them?"  I  asked. 

"Twenty-two  years,"  he  replied. 

/);■  Srully  BloDiick  is  a  practicing  psy'clx)logist 
(iiul  ciitihor  of  Getting  Rich  Your  Own  Way 
ciNci     inning:  The  Psycliology  of  Successful 


"By  1990  we'll  get  our  money — the 
principal — back.  But  it'll  probably  be 
worth  only  30%  or  so  of  what  it  was 
when  I  bought  those  damn  bonds." 
He  paused  for  a  moment  and  then 
said:  "I  know  this  sounds  unbeliev- 
able, but  do  you  realize  that  we'd  be 
making  more  after  tax  on  taxable 
bonds — corporates  or  Treasuries — 
purchased  today  than  on  the  munici- 
pals we  bought  back  then.  As  you 
know,  I  was  good  in  business.  But 
apparently  I'm  a  lousy  investor." 

The  majority  of  municipal  bond- 
holders in  my  sample  are  also  critical 
of  their  own  performance.  "I'm  doing 
okay  with  my  stocks,"  said  one, 
speaking  for  the  rest,  "but  my  bonds 
keep  playing  submarine." 

It  would  be  difficult  to  imagine  a 
more  drastic  switch  in  investor  senti- 
ment than  that  which  has  occurred 
over  the  last  20  years  where  bonds, 
particularly  municipals,  are  con- 
cerned. In  the  late  Fifties  and  early 
Sixties  buyers  often  possessed  a  de- 
gree of  confidence  that  approached 
smugness.  "These  are  the  best  invest- 
ment, the  safest,"  said  one,  in  1959.  "I 
don't  see  why  anyone  would  buy  any- 
thing else,"  said  another  in  1961.  In 
recent  years  those  feelings  have  been 
replaced  by  fear.  That's  an  odd  devel- 
opment in  a  way,  since  a  rapidly 
growing  number  of  workers,  pushed 
into  higher  tax  brackets  by  inflation, 
now  find  municipals  appealing  and 
useful. 

The  chief  culprit  to  which  current 
bondholders  naturally  point  is  record- 
high  interest  rates.  However,  they 
blame  something  else,  as  well.  As 
Don,  a  New  Mexico  resident,  put  it: 
"All  our  problems  stem  from  Wash- 
ington— or  else  New  York." 

What  he  and  many  other  holders 
who  share  his  view  are  referring  to  is 
the  near-bankruptcy  of  New  York 
City  in  1974-75,  followed  by  the  actu- 
al default  on  $100  million  by  the  New 
York  State  Urban  Development  Corp. 
|UDC)  in  February  1975.  Even  though 
New  York  State  did  eventually  make 
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TEACHING 

KIDS 
BUSINESS 

ISOUR 
BUSINESS. 


Junior  Achievement  offers  business  people  a  rare  opportunity.  A  chance 
to  share  their  knowledge  with  the  next  generation  of  business  people. 

In  our  JA  evening  program  you'll  meet  once  a  week  with  high  school 
students  to  help  them  set  up  and  run  their  own  companies.  Or,  in  our 
daytime  program,  Project  Business,  you'll  go  into  classrooms  once  a  week  to 
teach  8th  or  9th  graders  about  the  business  world. 

To  find  out  more  about  Junior  Achievement  contact  our  local  office 
listed  in  your  white  pages  or  write  Junior  Achievement  Inc.,  National 
Headquarters,  550  Summer  St.,  Stamford,  Conn.  06901. 

Like  over  30,000  other  men  and  women  you'll  discover  a  special 
sense  of  achievement  when  you  join  Junior  Achievement. 

A  little  pridewill  ^^1^ 
go  a  long,  long  way.  ■ 

JA  A  DIVISION  OF  JUNIOR  ACHIEVEMENT  INC 


RJ-Reynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  of  60  cents  per  share  has 
been  declared  on  the  Common  Stock  of  the 
Company,  payable  March  5, 1 981  to  stockholders 
of  record  at  the  close  of  business  February  1 0, 1 981 . 

H.  C.  ROEMER 

Senior  Vice  President. 
Secretary  and  General  Counsel 
Winston-Salem,  N  C  .  January  15.  1981 

Eighty-One  Consecutive  Years  of  Cash  Dividend  Payments 

Tobacco  Products  Energy 
Foods  and  Beverages  Packaging 
Containerized  Shipping 
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Observations 


MONEY  &  INVESTMENTS 


Reagan's  presidency  could  be  as  disastrous 
as  Hoover's  unless  our  financial  problems 
are  dealt  with  promptly  and  correctly. 

SOUND  THEORY, 
SOUND  PRACTICE 


By  Ashby  Bladen 


Businessmen  may, 
or  may  not,  have 
been  distressed  by 
the  tone  of  moral 
righteousness  that 
Mr.  Carter  brought 
to  the  White  House. 
Judged  by  the  practi- 
cal results  his  poli- 
cies produced  in  the 
real  world,  business- 
men will  surely  consider  his  Adminis- 
tration to  have  been  irresponsible  as 
well  as  appallingly  incompetent.  By 
contrast,  the  demonstrated  compe- 
tence and  responsibility  of  the  people 
that  President  Reagan  is  surrounding 
himself  with  give  reason  to  hope  that 
our  rapidly  worsening  economic  diffi- 
culties— the  fruit  of  20  years  of  well- 
intentioned  but  unwise  political  poli- 
cies— will  now  be  confronted  boldly 
and  unflinchingly. 

I  recently  heard  Professor  Milton 
Friedman  say  that  President  Reagan 
in  office  will  propose  exactly  the  same 
policies  that  Candidate  Reagan  en- 
dorsed on  the  campaign  trail.  That 
would  be  a  startling  thing  for  an  elect- 
ed politician  to  do.  But  it  is  also  reas- 
suring because,  while  he  indulged  in 
some  pardonable  electioneering  hy- 
perbole and  did  not  always  get  his 
facts  just  right,  his  proposals  generally 
pointed  in  the  right  direction. 

If  the  new  Administration  is  as  seri- 
ous about  tackling  our  national  prob- 
lems as  it  appears  to  be,  it  has  a  big  job 
to  do — and  fast.  I  have  already  praised 
the  intellectual  brilliance  of  Con- 
gressmen Kemp's  and  Stockman's 
memorandum,  in  which  they  pointed 
out  that  several  of  those  problems  are 
rapidly  approaching  crisis  propor- 
tions and  that  Reagan's  presidency 
could  turn  out  to  be  as  disastrous  as 


Ashby  Bladen  is  senior  vice  president-invest- 
ments for  the  Guardian  Life  Insurance  Co.  of 
America,  and  author  of  How  to  Cope  with  the 
Developing  Financial  Crisis. 


Hoover's  unless  they  are  dealt  with 
not  only  promptly  and  boldly  but  also 
correctly. 

Everyone  seriously  interested  in 
these  matters  should  get  his  hands  on 
the  full  text  of  that  memorandum. 
The  excerpts  printed  in  the  Wall  Street 
Journal ,  the  Washington  Post,  and  the 
New  York  Times  included  the  main 
conclusions,  but  the  logical  rigor  of 
their  argument  was  lost  in  the  pro- 
cess of  excerption.  Intellectual  bril- 
liance and  logical  rigor  are  not  quali- 
ties that  we  often  find  in  our  politi- 
cians' arguments. 

One  insight  that  I  have  not  yet 
found  in  the  new  Administration's 
generally  realistic  appraisal  of  the  na- 
tion's condition  and  prospects  is  that 
inflation  cannot  be  brought  under 
control  without  a  financial  crisis. 
Gradualism  has  not  worked  in  the 
past,  and  it  will  not  work  in  the 
future.  For  years  politicians  have  told 
us  that  government  can  shelter  us 
from  all  economic  pains,  hardships 
and  losses,  but  the  blunt  fact  is  that 
there  are  no  longer  any  easy  or  pain- 
less remedies  for  inflation.  If  this 
Administration  is  to  succeed  where 
all  previous  ones  have  failed,  it  is 
going  to  have  to  let  some  people 
suffer  financial  losses  and  others  be 
forced  to  find  new  jobs.  The  Ameri- 
can people  will  accept  these  neces- 
sary sacrifices  more  willingly  if  the 
President  tells  them  frankly  that 
there  is  no  other  way. 

A  crisis  is  unavoidable  because  our 
financial  system  no  longer  contains 
any  of  the  mechanical  restraints  upon 
the  creation  of  credit  that  used  to  be 
imposed  by  the  linkage  of  financial 
instruments  to  precious  metals.  To- 
day there  is  no  limit  to  the  rate  at 
which  credit  can  be  expanded.  But 
since  credit  constitutes  purchasing 
power,  that  means  there  is  also  no 
limit  to  the  possible  rate  of  inflation. 

The  only  protection  against  hyper- 
inflation and  total  disaster  that  re- 
mains in  our  system  is  the  desire  of 
borrowers  not  to  risk  bankruptcy  by 


becoming  overextended,  and  the  de- 
sire of  lenders  not  to  risk  losses  by 
lending  to  irresponsible  borrowers. 
During  the  last  20  years,  however, 
even  that  prudent  self-interest  in 
avoiding  financial  trouble  has  pro- 
gressively been  undermined,  first  by 
political  policies  designed  to  stabilize 
and  underwrite,  at  any  cost,  the  en- 
tire economy;  second  by  rapidly  ex- 
panding programs  of  government 
loan  insurance  and  guarantees;  and 
finally,  at  least  during  the  Carter  Ad- 
ministration, by  bailing  out  even  irre- 
sponsible borrowers  whose  bankrupt- 
cy would  cause  unemployment.  At 
this  point,  the  only  way  available  tci 
restore  prudence  and  moderation 
with  respect  to  borrowing  and  lend- 
ing is  through  crisis,  a  crisis  that 
inflicts  bankruptcy  upon  some  im- 
prudent borrowers  and  losses  upon 
some  imprudent  lenders. 

As  long  as  inflation  continues,  bor- 
rowers and  lenders  alike  will  be  moti- 
vated to  keep  on  borrowing  and  lend- 
ing— fueling  further  inflationary  over- 
expansions  of  credit.  Borrowers  now 
believe  that  the  way  to  stay  ahead  of 
the  inflation  is  to  be  in  debt  as  heavily 
as  possible.  For  example,  the  most 
profitable  single  transaction  that  I 
ever  made  for  my  own  account  was  to 
buy  a  large  house  with  a  90%  loan-to- 
value,  SV<x%  interest  rate  G.I.  mort- 
gage in  1965,  shortly  before  the  prices 
of  houses  started  to  go  through  the 
roof.  And  lenders  now  believe  that  the 
inflation  will  bail  out  their  bad  loans. 
For  example,  my  company  has  just 
finished  selling  off  at  a  large  profit 
apartment  houses  that  we  had  to  fore- 
close on  during  the  credit  crunch  and 
real  estate  slump  of  1974-75. 

If  I  did  not  have  a  sound  theory  of 
the  financial  system  that  informs  me 
that  it  must  end  badly,  my  own  exper- 
iences would  lead  me  to  believe  that 
inflation  is  a  wonderful  thing.  But 
anyone  who  can  read  financial  state- 
ments is  bound  to  notice  that  debts 
are  growing  much  more  rapidly  than 
the  incomes  from  which  they  are  pre- 
sumably to  be  repaid.  And  the  increas- 
ing burden  of  debts  is  causing  both  the 
real  economy  and  the  financial  mar- 
kets to  become  steadily  more  volatile 
and  unstable.  Any  investor  who  lacks 
a  proper  theory  will  be  badly  whip- 
sawed,  or  at  least  will  have  his  nerves 
severely  frazzled.  But  if  you  know  that 
the  inflation  is  certain  to  end  in  a 
crisis,  it  is  fairly  easy  to  make  the 
bulk  of  your  investments  at  times 
when  interest  rates  have  surged  tc 
new  peaks,  and  to  slow  down  or  sell 
out  when  they  recede.  ■ 
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teceive  10  weeks 


yf  Value  Line 
for  ^33 


rhis  trial  subscription  is  open  to  you  only  if  no 
mber  of  your  household  has  subscribed  to  Value 
e  in  the  past  two  years.  We  make  this  special  offer 
;ause  we've  found  that  a  high  percentage  of  new 
»scriber8  who  try  Value  Line  stay  with  us  on  a  long- 
m  basis.  The  increased  circulation  enables  us  to 
sp  our  subscription  fees  to  long-term  subscribers 
er  than  would  otherwise  be  possible. 

Jnder  the  special  trial  offer  you  will  receive  the 
)0-page  Investors  Reference  Service  (illustrated 
)ve)  at  no  extra  cost.  You'll  receive  all  the  new  full- 
je  reports  to  be  issued  in  the  next  10  weeks  on  the 
re  than  1700  stocks  and  92  industries  regularly 
nitored  by  The  Value  Line  Investment  Survey.  Fil- 
taltes  less  than  a  minute  a  week.  All  this  material 
(o  organized  in  your  binder  that  you  can  quickly 
1  to  a  continually  updated  report  on  almost  any 
ding  stock. 


his  ra  a  sample  full-page  report  of  one  of  the  1700  stocks 
igularly  reviewed  by  Value  Line,  reduced  from  8'/:  x  11" 
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higher  thli  year.  B«caii»e 
hird  f.fitj.  volume 
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he  key  factor  in  it«  profit  rerovery,  though  it 
promises  to  be  a  big  help.  Far  more  impor- 
II  be  r;eneral's  sate  of  ita  cable  TV 
properties.  That  transaction,  which  is  likelv 
laied  in  the  third  quarter,  will 
profit  of  some  $2.10  a  share. 
Otherwise,  we  expect  only  a  mild  pickup  in 


.uils. 


ling 


lable 


in«.  for  (he  auto  downturn 
have  eiposed  a  number  of 
>t«  thf<t  will  lake  some  time  to  heal. 
The  aplD-orr  tni  tb«  Mie  of  WN AC-TV  arv 

off-  The  FCC  turned  down  RKO's  applica- 
i.-n  t-.  renew  the  license  for  WNA(%TV 
^[AiiM«  of  the  foreign  and  domestic  payoffs 
General  had  made.  That  effectively  killed  the 
lale  r,f  the  station  and  spinoff  of  RKO.  for 
v.thmii  licenses,  there  would  be  little  of 
'olue  m  General's  br<K>dcasl  properties,  now 
v'.rth  sn  estimated  S-JV  billion.  The  company 
ift«  appealed  tn  the  court.  Alsfi.  there  is  hope 
hat  followina  Mr.  Heagan's  inauguration. 
he  F<:c-  will  be  reshuffled  and  that  that 


immissions  n  present  4-to-,l 

LIFO  adjuatmenta  booaied  y«ar-eod 
proflu.  liecsuse  of  ils  added  General  Motors 
husineiis  and  pnvale  label  volume.  General 
hasn't  been  able  to  sustain  its  tire  inven- 
tories. Under  UFO  accountin({.  this  is  con- 
strued to  mean  that  it  sold  off  some  low- 
pnced  tires  built  years  earlier.  This  added 
alx.iul  9f  a  share  l/i  third  quarter  prnfita. 
lOlher  special  items  added  amilher  lid 
Several  operatlooa  require  medication. 
(General's  industrial  Products  have  had  some 
quality  problemn.  the  Plastics  division  has 
'<■■  much  capacitv.  and  Aerojet's  scales 
haven't  kept  up  with  the  market.  But  even  in 
the  modestly  dyspectic  environment  we  see 
ahead,  some  improvement 


Thus  you'll  find  it  convenient  to  have  The  Investors 
Reference  Service  at  your  fingertips  whenever  you 
need  facts  and  figures,  as  well  as  Value  Line's  pro- 
jected performance  ratings  on  more  than  1700  widely 
held  stocks  in  92  Industries. 

In  the  Selection  &  Opinion  section,  which  accom- 
panies your  weekly  reports,  you'll  also  get  analyses 
and  forecasts  of  the  national  economy  and  the  stock 
market  .  .  .  guidance  on  current  investment  policy  ex- 
plaining Value  Line's  bullish  long-term  position  on  the 
securities  markets  .  . .  plus  Value  Line's  specific  stock 
selections. 

Take  advantage  of  this  special  introductory  offer— 
and  receive,  as  bonuses  without  extra  charge,  the 
2000-page  Investors  Reference  Service  and  the 
"Evaluating  Common  Stocks"  booklet,  which  ex- 
plains how  even  inexperienced  investors  can  apply 
thousands  of  hours  of  professional  research  to  their 
own  portfolios  by  focusing  on  only  two  unequivocal 
ratings,  one  for  Timeliness  (Performance  in  next  12 
months),  the  other  for  Safety. 


PHONE  YOUR  ORDER  TOLL  FREE: 
If  you  have  Master  Charge,  or  Visa  1-800-331*1750 
(Operator  13)  24  hrs.  7  days  per  wk. 
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Commodities 


MONK^  &  IN\  KSTMENTS 


Commodity  prices  hit  limit-up  and  limit- 
down  more  and  more  frequently.  This  in- 
crease in  volatility  means  more  opportuni- 
ties for  profits  and,  alas,  losses,  too. 

THAT'S  THE  UMIT! 


By  Stanley  W.  Angrist 


There  are  a  number 
of  major  differences 
between  tradmg  in 
the  stock  market 
and  trading  in  the 
commodity  mar- 
kets, but  none  is 
more  foreign  to 
newcomers  to  the 
commodity  markets 
than  the  concept  of 
the  daily  price  limit.  Since  this  is  such 
a  significant  difference,  I  believe  it  is 
worthy  of  at  least  a  brief  discussion. 

Stock  markets  in  this  country  have 
specialists  who  act  as  reservoirs  of 
buying  and  selling;  that  is,  the  special- 
ist is  charged  with  the  responsibility 
of  selling  when  no  one  else  wants  to 
sell  (for  example,  during  sharp  rallies) 
and  buying  when  no  one  else  is  inter- 
ested in  going  long  (as  in  strong  sell- 
offs).  In  brief,  they  act  to  dampen  the 
swings  of  the  market.  Furthermore, 
U.S.  stock  markets  are  blessed  with 
what  is  known  as  an  "uptick  rule"; 
that  IS,  short  sales  cannot  be  made  by 
the  public  unless  the  price  at  which 
the  sale  is  done  is  higher  than  the 
price  of  the  previous  trade.  The  SEC 
long  ago  decided  that  falling  prices 
and,  necessarily,  short  sellers  were  at 
least  a  little  bit  un-American. 

Commodity  markets,  having  long 
been  recognized  as  wilder  beasts,  are 
spared  both  specialists  and  uptick 
rules.  There  is  not  necessarily  anyone 
to  buy  when  prices  go  into  free-fall 
and  there  is  no  one  necessarily  ready 
to  sell  during  run-ups.  Nor  is  there  any 
need  to  wait  for  a  higher  price  in  order 
to  effect  a  short  sale — they  can  be 
made  at  any  time.  The  sheer  emo- 
tions that  engulf  the  commodity  mar- 
kets periodically  caused  commodity 
exchanges  years  ago  to  put  the  daily 
limit  in  the  place  of  the  specialist. 

StcDiley  W.  Aiigrtst  is  a  professor  at  Cartiegie- 
Mellou  i 'iiirersit)'  ami  the  author  of  Sensible 
Speculating  in  Commodities. 


The  daily  limit  is  the  maximum 
amount  the  price  of  the  commodity 
can  change  today  relative  to  yester- 
day's close. 

The  purpose  of  the  limit  is  to  pro- 
vide traders  and  hedgers  with  time  to 
reflect  on  the  events  that  caused  the 
limit  price  move.  The  passage  of  24 
hours  frequently  is  all  that  is  needed 
for  traders  to  realize  that  supplies  will 
not  be  totally  exhausted.  (Or,  in  the 
case  of  a  limit-down  move,  they  will 
realize  that  supplies  are  not  that  bur- 
densome.) The  daily  limit  also  pro- 
vides time  for  those  traders  who  are 
not  in  the  pits  or  who  don't  work 
with  a  commodity  wire  at  their  elbow 
to  learn  the  news  events  that  the  pro- 
fessionals leam  almost  instantly. 

The  daily  limit  specifies  exactly 
how  much  it  will  let  a  change  in  senti- 
ment regarding  the  price  of  a  com- 
modity actually  manifest  itself  in  a 
single  day.  The  commodity  exchanges 
set  this  limit  for  each  commodity 
they  trade.  These  limits  are  based  pri- 
marily on  the  commodity's  volatility. 
For  example,  com  has  a  daily  limit  of 
10  cents  per  bushel  ($500  per  con- 
tract), while  soybeans  have  a  daily 
limit  of  30  cents  per  bushel  (S 1 ,500).  It 
should  be  kept  in  mind  that  the  daily 
limit  is  the  amount  by  which  the 
price  of  the  commodity  can  change  up 
or  down  from  the  previous  day's  close. 
(Most  commodity  traders  define  a 
"six-RoIaid  day"  or  "six-ounce  Maa- 
lox  day"  as  one  in  which  a  commod- 
ity's price  hits  both  its  upper  and  low- 
er limit  in  the  same  day.  Pork  bellies 
do  this  fairly  often,  which  leads  one  to 
believe  that  the  antacid  makers  are 
probably  in  the  belly  pit  trying  to 
shove  prices  toward  one  limit  or  an- 
other all  the  time.) 

Two  other  things  should  be  noted 
about  limits.  First,  as  a  contract  ap- 
proaches expiration — that  is,  as  it  be- 
comes the  so-called  spot  contract — it 
will  at  some  point  lose  its  daily  limit. 
This  is  necessary  to  allow  the  futures 
price  to  coincide  with  the  cash  price. 
Therefore,  if  one  looks  in  the  paper 


one  will,  from  time  to  time,  see  some 
startling  price  changes  in  spot  month 
prices.  For  example,  in  mid-januar) 
when  the  citrus-growing  region  oi 
Florida  was  hit  by  a  damaging  frost 
the  frozen  orange  juice  concentrate 
went  up  the  daily  limit  of  5  cents  pei 
pound  ($750  per  contract)  for  three 
days.  The  January  contract  with  onl) 
three  days  to  go  until  expiration  ther 
had  its  limit  expanded  to  30  cents  pei 
pound,  at  which  time  it  rose  anothei 
23  cents  in  the  space  of  a  few  hours. 

Most  contracts  have  a  provision  foi 
limits  to  expand  after  prices  have 
moved  their  limit  for  three  consecii 
tive  days.  Usually  exchanges  allow  the 
limits  to  increase  about  ,50%  so  that 
for  example,  the  limit  on  soybeans 
would  increase  to  45  cents  per  bushel 
from  its  usual  30-cent  limit. 

Anyone  who  has  observed  the  com 
modity  markets  over  the  last  several 
years  will  tell  you  that  commodities 
are  hitting  their  limits  more  frequent 
ly.  Increased  volatility  means  in- 
creased profit  (or  loss)  opportunities 
But  what  has  caused  this  increase  in 
volatility?  In  my  opinion,  at  least  one 
of  the  factors  has  to  do  with  the  num- 
ber of  commodity  pools  of  substantial 
size  now  in  the  market.  These  pools 
do  not  take  5-  or  10-contract-size  po^ 
sitions,  but  might  enter  the  marked 
with  orders  in  the  100s.  When  the)| 
change  their  mind  about  the  directioil 
of  the  market,  watch  out.  Can  you 
imagine  an  elephant  tiptoeing 
through  Tiffany's?  1 

The  limit-move  has  become  a  rouj 
tine    part    of   commodity  tradin; 
Traders  have  learned  to  live  with  th 
adverse  limit-move  (no  one  has  troui 
ble  learning  to  live  with  a  benefici 
limit-move)  or  else  they  quit  playinj 
the  game. 

In  the  meantime,  here's  a  seasona 
trade  of  interest.  Cattle  trader; 
around  this  time  of  the  year  look  tc 
go  long  June  short  October  cattle  be 
cause  May  through  June  is  normally 
one  of  the  strongest  demand  period 
for  beef,  and  this  year  should  provi 
no.  exception.  Furthermore,  supplie 
should  be  lower  this  year  than  last 
Indeed,  we  could  see  record-high  cat 
tie  prices  beginning  in  the  secom 
quarter.  Prudent  traders  would  try  ti 
do  this  spread  with  June  at  no  mor 
than  80  points  premium  the  June 
This  spread  could  easily  move  out  ti 
210  points  premium  June  for  a  130 
point  profit  (S520)  per  spread, 
would  risk  no  more  than  50  point 
($200)  per  spread.  Margin  on  thi 
spread  is  $500  with  a  round-tun 
commission  of  about  $80.  ■ 
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ly  deeply  discounted,  top-grade  corporate 
ds  now  offer  high  yields  and  a  shot  at 
e,  long-term  capital  gains. 


Good  and  cheap 


By  Steve  Kichen 


RE  YOU  AN  OPTIMIST  who  thinks 
interest  rates  have  finally  peaked? 
Do  you  believe  Reagan  will  be 
)  cut  government  spending  and 
kvithout  triggering  another,  even 
evere  bout  of  inflation?  Then  you 
nd  top-grade,  deeply  discounted 
ite  bonds  awfully  tempting. 
Kochan,  vice  president,  fixed  in- 
esearoh,  Merrill  Lynch,  is  one  op- 
"There  are  signs  the  economy  is 
ling  and  a  significant  decline  in 
erm  rates  is  in  the  making.  We're 
z,  for  positive  proof  of  a  significant 
g  in  monetary  growth." 
n  deeply  discounted  AA  and  AAA 


bonds  provide  yields  to  maturity  in  the 
teens  only  the  more  venturesome  need 
dabble  with  riskier  lower-quality  bonds. 

Take  the  AAA  New  York  Telephone 
bond  maturing  in  1989.  Back  in  1954, 
when  this  bond  was  issued,  its  3%  cou- 
pon was  right  in  line  with  the  market. 
With  today's  prime  hovering  close  to 
20%  and  inflation  in  double-digits,  the 
market  has  discounted  the  bond  to  $538. 
So  the  $30-a-year  (or  3%)  interest  on  the 
$1,000  face  value  represents  a  current 
yield  of  5.6%  on  the  market  price  of 
$538.  The  yield  to  maturity  on  the  bond 
is  only  11.5%,  but  as  the  bond  apprecia- 
tion is  taxed  as  a  capital  gain  rather  than 
ordinary  income,  it's  worth  more  to 
those  in  the  high  tax  brackets. 


Statistical  Spotlight 


The  real  appeal  of  deeply  discounted 
bonds  is  their  response  to  interest  rates. 
When  rates  decline,  they  appreciate 
more  than  others.  With  a  1%  decline  in 
yield,  for  example,  a  7V2%  coupon  2011 
Ohio  Bell  Telephone  bond  would  appre- 
ciate from  $594  to  $645,  a  gain  of  $51,  or 
8.6%.  A  \iy^"/o  coupon  2020  Ohio  Bell 
would  appreciate  from  $936  to  $1,010 — a 
gain  of  $74,  or  7.9%.  If  the  bonds  were 
bought  on  margin,  the  appreciation 
spread  would  be  greater. 

Some  well-known  economists  have  re- 
cently issued  forecasts  for  higher,  not  low- 
er, rates  over  the  short  term.  However, 
some  decline  in  interest  rates  seems  likely 
at  some  point  before  the  end  of  the  decade. 
To  dispute  the  possibility  that  a  signifi- 
cant dip  in  interest  ratescouldoccurwould 
be  to  write  off  all  prospect  of  economic 
recovery  for  the  next  nine  years.  With 
declining  interest  rates,  today's  deeply 
discounted  bonds  could  be  sold  before  ma- 
turity with  fairly  decent  capital  gain. 

Most  of  the  bonds  in  the  table  are 
closer  to  their  52 -week  lows  than  highs. 
While  most  bond  bulls  don't  anticipate  a 
replay  of  spring  1980,  when  the  market 
soared  as  interest  rates  collapsed,  many 
feel  a  significant  bond  rally  is  in  the 
offing.  As  any  pessimist  would  be  quick 
to  note,  there  are  no  guarantees,  and 
taking  a  margin  plunge  into  deep-dis- 
count bonds  could  be  courting  a  margin 
call  if  rates  climb.  If  the  optimists  are 
right,  these  bargains  may  not  last. 


High-quality  bonds  at  bargain  prices 


The  table  below  contains  45  AA  and  AAA 
corporate  bonds  "bargain  priced"  at  less  than 
$645.  Since  many  companies  have  several  dis- 
counted bond  issues,  we  selected  only  one  or 


two  representative  bonds — mostly  those  with 
the  greatest  discount  or  greatest  price  change 
over  the  last  52  weeks.  Each  bond  also  has  at 
least  $50  million  outstanding. 


52-week 


%  change 


Coupon 

S&P's 

Recent 

Current 

price 

from  low 

Interest 

pany' 

% 

Maturity 

rating 

price 

yield 

range 

to  high 

coverage 

rican  Cyanamid 

7%% 

2001 

AA 

$620 

1 1 .9% 

$770-563 

37% 

3.68 

rican  Tel  &  Tel 

3% 

1990 

AAA 

570 

6.8 

764-523 

46 

2.89 

Telephone  of  Pennsylvania 

7'/8 

2012 

AAA 

585 

12.2 

759-520 

46 

2.98 

ficial  Corp 

8.4 

2007 

AA 

628 

13.4 

784-580 

35 

1.32 

rpillar  Tractor 

5.3 

1992 

AA 

600 

8.8 

710-535 

33 

4.42 

iapeake  &  Potomac  Tel,  Va 

7'/4 

2012 

AAA 

563 

12.9 

715-540 

32 

3.05 

>apeake  &  Potomac  Tel,  DC 

75/4 

2013 

AAA 

601 

12.9 

958-550 

74 

3.34 

>apeake  &  Potomac  Tel,  W  Va 

7'/4 

2013 

AAA 

551 

13.2 

710-511 

39 

2.83 

eland  Electric  Illumination 

8% 

2011 

AA 

615 

13.6 

780-570 

37 

2.63 

1  Products  (CPC  IntI) 

5y4 

1992 

AA 

558 

10.3 

700-523 

34 

4.72 

n 

6 

1997 

AAA 

599 

10.0 

725-535 

36 

9.33 

eral  Electric 

5.3 

1992 

AAA 

616 

8.6 

720-560 

29 

6.56 

eral  Motors  Acceptance 

8 

2007 

AAA 

630 

12.7 

809-561 

44 

1.10 

sehold  Finance 

8 1/2 

2001 

AA 

634 

13.4 

828-574 

44 

1.23 

ois  Bell  Telephone 

7y8 

2006 

AAA 

638 

12.0 

800-551 

45 

3.10 

ufacturers  Hanover 

8'/8 

2007 

AAA 

621 

13.1 

810-576 

41 

1.08 

ligan  Bell  Telephone 

7y4 

2011 

AAA 

610 

12.7 

780-400 

95 

2.87 

il  Oil  (Mobil  Corp) 

7y8 

2001 

AAA 

620 

11.9 

800-581 

38 

5.37 

ntain  States  Tel  &  Tel 

8 

2017 

AAA 

628 

12.7 

804-561 

43 

2.77 

Jersey  Bell  Telephone 

7% 

2012 

AAA 

581 

12.7 

770-533 

44 

3.89 

npain   iclt-rs  to  name  of  i.s.suer.  It  name  ha.s  been  changed  or  a  different  company  controls  the  bond,  tliat  name  appears  in  parentiicses  after  company  name. 
1  traded  on  the  American  Stock  Exchange.  All  other  bond.s  traded  on  the  New  York  Stock  Exchange. 

Sources:  The  Media  General  l-'inancial  WeekK .  StwuUml  &  I'oor's:  h'OKHFS 
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52-week 

%  change 

Coupon 

S&P's 

Recent 

Current 

price 

from  low 

Inte 

Company' 

% 

Maturity 

rating 

price 

yield 

range 

to  high 

cove 

New  York  Telephone 

7%% 

2011 

AAA 

$591 

12., 5% 

$749-516 

45% 

3.C 

New  York  Telephone 

3 

1989 

AAA 

538 

5.6 

640-506 

26 

3.C 

Northwestern  Bell 

7'/2 

2005 

AAA 

615 

12.2 

756-538 

41 

3.: 

Ohio  Bell  Telephone  Co 

7'/2 

201  1 

AAA 

594 

12.8 

750-53 1 

4 1 

3.i 

Pacific  Gas  &  Electric 

o  1  / 

2009 

AA 

640 

13.3 

825-554 

49 

1.6 

Phillips  Petroleum 

7% 

2001 

AA 

641 

11.9 

806-610 

32 

10.7 

Public  Service  of  Indiana 

7 

2002 

AA 

580 

12.1 

700-481 

46 

3.4 

Sears,  Roebuck 

6% 

1993 

AA 

630 

10.1 

765-534 

43 

l.t 

Shell  Uu 

C  1 

D.O 

1  OQO 

A  A 

y.z 

7 1  n  c  2  A 

y.i 

Sinclair  Oil  (Atlantic  Richfield) 

4.6 

1988 

AA 

610 

7.5 

719-594 

21 

Socony  Mobil  Oil  (Mobil  Corp) 

4'/4 

1993 

AAA 

558 

7.6 

614-470 

31 

8.£ 

South  Central  Bell  Tel 

73/8 

2007 

AAA 

620 

11.9 

740-535 

38 

3.( 

Southern  Bell  Tel  &  Tel 

7% 

2013 

AAA 

606 

12.6 

788-544 

45 

3.2 

Southern  California  Edison^ 

QIA 
074 

ZUUz 

A  A 
AA 

010 

1  "2  /I 

A  1 

41 

2.V 

Southern  New  England  Tel 

8'/k 

2008 

AA 

620 

13. 1 

780-565 

38 

l.t 

Southern  Railway  (NWS  Enterprises) 

5 

1994 

AA 

550 

9.1 

610-520 

17 

3.3 

Southwestern  Bell  Telephone 

67s 

2011 

AAA 

580 

11.9 

738-518 

42 

l.( 

Standard  Oil  of  California 

5% 

1992 

AAA 

621 

9.3 

751-531 

41 

12.4 

Standard  Oil,  Indiana 

6 

1998 

AAA 

561 

1  r\  *7 

10.7 

720-515 

40 

7.2 

Texaco 

1  ciay 
lyy/ 

A  A 

AA 

DoU 

y.y 

32 

6.2 

Union  Oil  of  California 

6% 

1998 

AA 

560 

11.8 

731-550 

33 

6.f 

US  Gypsum  Co 

7% 

2004 

AA 

605 

13.0 

850-543 

57 

10.4 

United  Technologies 

4'/2 

1992 

AA 

500 

9.0 

575-440 

31 

3.4 

Utah  Power  &  Light 

8V4 

2007 

AA 

615 

13.4 

800-590 

36 

2.1 

Wisconsin  Telephone  Co 

8 

2014 

AAA 

635 

12.6 

824-556 

48 

3.2 

'"Company"  refers  to  name  of  issuer.  If  name  has  been  changed  or  a  different  company  controls  the  bond,  that  name  appears  in  parentheses  after  company  name, 
^ond  traded  on  the  American  Stock  Exchange.  All  other  bonds  traded  on  the  New  York  Stock  Exchange 

Sources:  The  Media  General  Financial  \Vee)<ly  ,  Standard  &  Poor's;  FOKE 


Spinning  off  a  subsidiary  can  often  produce 
tasty  profits  for  lucky  stockholders. 


Investing  in 
deconglomerates 


By  Maurice  Barnfather 
and  Steve  Kichen 


CHAIRMAN  Vincent  Bell  of  $100 
million  (sales)  Safeguard  Business 
Systems  puts  it  like  this:  "The 
spinoff  gave  us  a  sense  of  our  own  desti- 
ny, visibility  as  a  public  vehicle.  It  lifted 
morale.."  Last  year's  spinoff  of  SBS 
(Forbes, iVor.  26,  1979]  by  the  then  S135 
million  (sales)  Safeguard  Industries  did 
something  else  according  to  Bell:  "Our 
value  to  shareholders  increased.  They 
could  see  our  success,  measure  it  clearly 
and  buy  stock  in  it." 

No  one  can  argue  with  that;  $1,000 
invested  in  Safeguard  Business  Systems 
last  March  would  now  be  worth  $1,323. 
Most  other  spinoffs  during  the  past  de- 


cade have  had  an  even  more  wallet- 
warming  effect  (see  table).  There  have 
been  dogs,  of  course:  the  recent  spinoff  of 
ailing  Interstate  Motor  Freight  by  Fuqua 
Industries,  for  example.  WICOR  is  up 
only  6.4%  since  its  spinoff  in  June  1975. 
But  on  the  20-stock  list  where  the  parent 
spun  off  all  but  perhaps  a  few  percent  of 
the  stock  in  each  case,  there's  an  impres- 
sive 285%  average  gain. 

The  spinoff  idea  is  not  new.  Spinoffs 
occur  when  a  parent  company  sets  up 
one  of  its  subsidiaries  as  a  separate  entity 
and  distributes  shares  in  it  to  existing 
shareholders  of  the  parent.  Back  in  1968 
Forbes  reviewed  15  years  of  spinoffs.  We 
revisited  the  subject  Mar.  19,  1979.  The 
message  each  time:  Shares  of  spunoff 
companies  rise  significantly  faster  than 


Statistical  Spotlighi 


those  ot  the  parent.  That's  to  be  exp^ 
since  spinoffs  are  usually  candidate 
divestiture  because  they're  growing] 
er  than  their  parent. 

The  number  of  spinoffs  is  almosi 
tain  to  increase.  "The  1980s  will  b| 
'deconglomerating'  era,"  says  O 
heimer  &.  Co.,  Inc.  Executive  Vice 
dent  Nathan  Gantcher. 

If  the  proposed  spinoff  is  so  profit 
why  hand  it  to  someone  else?  Spi 
show  the  sum  of  the  parts  to  be  v 
more  than  the  whole.  Managers  are 
ally  shareholders  too.  Gantcher 
you've  got  a  piece  of  paper  worth 
you  could  have  two  pieces  wortl 
after  a  spinoff." 

There  are  other  reasons  to  dive 
course.  A  company  might  want  to 
centrate  on  other  parts  of  its  bu- 
that  may  be  larger  but  not  as  profi 
Says  Oppenheimer's  Ellen  Green 
"Jewels  can  be  small  relative  to  th 
of  a  parent  company's  business." 
gins  at  Mead  Corp.'s  Mead  Data  Co 
for  example,  are  higher  than  the  par 
but  total  sales  of  Data  Control  ar 
than  1%  of  Mead's  sales. 

Says  John  A.  Wilson,  chairman, 
dent  and  CEO  of  Color  Tile,  whicl 
spun  off  in  1979  by  Tandycrafts, 
spun  off  from  Tandy  Corp.,  in 
"Getting  businesses  down  to  pun 
operations  is  better  for  managemer 
stockholders.  Concentrate  on  the  gi 
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ly  and  everyone  does  better." 
lie's  shares  are  up  almost  60% 
e  spinoff. 

^crafts'  Chairman  and  President 
jgent  agrees:  "We  weren't  grow- 
;h.  But  once  our  cash  cow  Color 
s  spun  off,  we  took  a  look  and 
)  what  was  left.  We  might  never 
gn  it  otherwise."  Fortunately  he 
ce  1975  a  share  of  Tandycrafts  is 
o,  after  two  subsequent  spinoffs, 
ler  winner,  spun  off  by  Gearhart 
es,  is  Pengo  Industries,  up  288% 
978.  Says  President  and  Chair- 
irold  Owen:  "We're  doing  better 
e  spinoff  largely  because  of  acqui- 
which  is  something  we  could  do 
an  independent." 

says  Oppenheimer's  Arthur 
g,  is  crucial:  "If  your  stock  is  4 
irnings  and  you  get  spun  off  as  a 
growing  25%  a  year  and  take  a 
iple  in  The  Street,  it's  much  easi- 
luire  for  stock." 

verybody,  however,  is  a  winner 
)inoff  game.  For  one  thing,  not  all 
;ed  spinoffs  take  place.  If  you 
general  Tire  &  Rubber  in  1976  at 
aiting  divestiture  of  then  $230 
(sales)  RKO  General,  you  would 
Afaiting  and  nursing  a  16%  loss, 
ilance,  however,  the  record  sug- 
it  investing  in  new  spinoffs  has  a 
lan-even  chance  of  success.  In 
)nd  table  are  some  companies 
y  be  contemplating  spinoffs.  But 
imber  of  spinoffs  increases  sharp- 
lected,  so  will  the  risks  as  the  bad 
eaking  to  market  under  cover  of 


Spinoff  superstars 


Had  you  invested  $1,000  in  each  of  these 
20  companies  at  the  time  they  were  spun 
off,  your  portfolio  would  now  be  worth 
over  $77,000—3  285%  increase. 


Spunoff  company  (Parent) 


— Market  price — 
Spinoff  spinoff 
date        date  recent 


Recent 
value  of 

$1,000 
invested 
in 

spinoff 


o/ 
/o 

change 


Safeguard  Business  Sys  (Safeguard  Ind)  3/04/80  24  31 'A  $  1,323  32.3% 

Valero  (Coastal  Corp)  12/31/79  11  33'/2  3,045  204.5 

Mesa  Royahy  Tr  (Mesa  Petrol)  11/19/79  30'/4  37'/2  1,240  24.0 

Leasco  (Reliance  Group)  5/14/79  14'/4  40  2,807  180.7 

Color  Tile  (Tandycrafts)  4/09/79  liy4  18'/2  1,574  57.4 


Pengo  Ind  (Gearhart  Ind)  6/20/78  6'/4 

Cole  Consumer  Prod  (Cole  Natl)  3/23/78  3 'A 

Lanier  Business  Prod  (Oxford  Ind)  7/01/77  1  iy4 

Cronus  Ind  (Tyler  Corp)  4/15/77  3'/2 

Scriptomatic  (Refac  Tech  Develop)  1/03/77  3 


241/4 

1  1  '/4  > 

365/8 
5% 

16'/42 


3,880 
3,214 
3,117 
1,643 
5,417 


288.0 
221.4 
211.7 
64.3 
441.7 


Consol  Fibres  (Browning-Ferris  Ind)  10/18/76  2% 

American  Credit  (Wachovia)  7/01/76  M'/s 

Stafford  Lowdon  (Tandycrafts)  .5/14/76  6y4 

Tandycrafts  (Tandy  Corp)  11/28/75  M'/s 

Tandy  Brands  (Tandy  Corp)  1 1/28/75  2'/2 


10% 
50  3 

26y4'' 

52 '/8  5 
22y8 


3,952 
3,540 
3,963 
3,690 
8,950 


295.2 
254.0 
296.3 
269.0 
795.0 


WICOR  (American  Natural  Resources)  7/14/75  17'/2  18y8  1,064  6.4 

Northwest  Energy  (El  Paso  Co)  5/01/74  5y8  27  5,023  402.3 

United  Energy  Resources  (Pennzoil)  4/16/74  3  44  14,667  1,366.7 

Louisiana  Pacific  (Georgia  Pacific)  1/19/73  11%  24V4  2,042  104.2 

Viacom  Intl  (CBS)  6/04/71  IS'A  52y8  2,884  188.4 


'Acquired  by  Shelter  Resources  for  $11,25  per  share.    ^Acquired  by  British  Electric  for  $16.25  per  share. 
^Acquired  by  Barclays  Bank  International  for  $50  per  share.    "Acquired  by  American  Standard  for  $26.75  per 
share.    ^Recent  price  of  Tandycrafts  includes  value  of  1.00  share  of  Color  Tile  and  0.25  share  of  Stafford  Lowdon, 
which  were  both  spun  off.  Sources:  "The  Sum  of  the  Parts,"  Oppenheimer  &  Co,  Forbes 


Spinoff  possibilities? 


If  the  stock  market  loves  energy  and 
high-technology  stocks,  then  perhaps  it 
will  love  spinoffs  in  those  two  indus- 
tries, too.  Here  are  nine  companies  with 
subsidiaries  in  these  hot  industries  that 


are  separate  from  the  parent  company's 
main  product  line.  Sales  and  earnings 
figures  for  the  subsidiaries  are  mostly 
estimates  because  only  a  few  of  the  com- 
panies would  release  actual  figures. 


Price/ 

 Latest  12  months  

any 

Recent 

earnings 

sales 

earnings 

earnings 

ible  spinoff 

Principal  business 

price 

ratio 

(millions) 

(millions] 

per  share 

Corp 

chemicals,  energy,  engineered  products 

28% 

5.9 

$1,404 

$153 

$4.88 

rgy  group 

explor,  dev  and  prod  of  oil  and  gas 

399 

52 

1.64 

ol  Data 

computer  equipment  and  services 

65 

8.4 

2,670 

132 

7.77 

'ice  Bureau  Corp 

computer  services 

230 

13 

1.73 

race 

chems,  natural  resources,  consumer  prods 

53% 

8.9 

5,873 

282 

6.07 

iral  resources  division 

oil  and  gas 

690 

108 

2.31 

Corp 

paper  products 

25% 

5.1 

2,647 

135 

5.10 

id  Data  Central 

electronic  information  services 

20 

7 

0.27 

tain  Fuel  Supply 

natural  gas  utility 

44 '/2 

10.2 

391 

32 

4.38 

cpro 

oil  and  gas  explor  and  prod 

50 

11 

1.46 

1 

musical  instruments,  beer,  electronics 

141/4 

NM 

275 

d2 

d0.80 

inology  group 

electronics 

58 

4 

4.78 

;r  Oats 

food  processing 

30y8 

6.8 

2,473 

95 

4.48 

er-Pnce  Toys 

toys 

380 

34 

1.68 

;r  Communications 

movies,  records,  television  programs 

37% 

9.5 

1,873 

218 

3.95 

ri,  Inc 

electronic  games  and  microcomputers 

400 

48 

0.87 

urne  Intl  Industries 

plumbing  equipment,  energy 

22% 

5.1 

918 

34 

4.40 

tburne  Petroleum  Serv 

oil  and  gas  drill  and  explor,  oil  field  equip 

183 

12 

1.75 

t.    NM:  not  meaningful 

EBRUARY  16,  1981 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


ABC  52 

Academic  Directions   1 1 1 

Air  France   1 13 

Alaska  Renewable  Resources   

Allied  Stores   66 

Amerada  Hess  125 

American  Airlines  113 

Ameru  an  Research  &  Development   91 

AT&T   80 

Amstar   70 

Anglo-American  Corp.  of  South  Africa  ADR   128 

Armco   36 

Arrow  Electronics  100 

Arvida    124 

Associated  Dry  Goods  66 

Avnet   99 

Bache  Group   131 

BankAmenca    103,  110 

Bankers  Trust    110 

Beatrice  Foods   75 

Bell  (i<  Howell   65 

Bell  Inds   100 

Bethlehem  Steel  36 

Bk  Pen   87 

Blackteet  Indian  Writing   106 

Borden   75 

Braniff  Airways    113 

British  Airways   1 13 

Brooks  Brothers  47 

Buckeye  Pipeline    124 

CPClntl   75 

Capital  Holding   94 

Cargill   76 

Carter  Hawley  Hale   66 

Central  Telephone  6>.  Utilities   80 

Challenger  Minerals   104 

Chemical  New  York   110 

Chrysler   8 

Citicorp   110 

Coca-Cola   70 

ContiCommodity   132 

Continental  Air  Lines   113 

Continental  Grain   132 

Crum     Forster    131 

Cybermation   91 


Dart  &  Kraft   75 

Dayton-Hudson   66 

De  Beers   128 

Dean  Foods  75 

Delhaize  Freres  |Belgiuin|   70 

Delta  Air  Lines    1 13 

Digital  Equipment   65 

Eastman  Kodak  65 

Edgington  Oi\  124 

Engelhard  Minerals  &  Chemicals  125,  128 

Evan-Picone   47 

Exxon   33 

Federated  Department  Stores   66 

Fisk  Telephone   80 

Flxible   34 

Food  Town  Stores  69 

Ford  Motor   38 

Free  States  Geduld  ADR  |S.  Africa)   131 

Freeport  Minerals   125 

General  Mills   75 

GM   8,  34 

General  Nutrition   66 

Gillette   83 

Global  Marine   6,  103 

Grumman   34 

Hart  Schaffner  &  Marx   47 

Harvey  Group   100 

Hoare  Govett  Ltd  (U.K.)   43 

IBM   33 

K  mart   66 

Kroger   69 

Levi  Strauss   48 

Livingston  Commimications  80 

M.A.N  Truck  &  Bus 

(W  Germanyl   35 

MCI  Commumcations   80 

MacArthur  Dairy  75 

McGraw-Hill   6 

McMoRan  Oil  &  Gas   125 

Managed  Account  Reports  132 

Manhattan  Life  Insurance  1 16 

Manufacturers  Hanover   110 

Marathon  Manufacturing    124 

Maschinentabnk  Augsburg-Nuernberg  A.G  3S 

Massachusetts  Capital  Resource   90 


Massachusetts  Community  Development 

Finance   

Massachusetts  Technology  Development   

May  Department  Stores   

Minerals  fit,  Resources  ADR  |W.  Germany)   

3M   

Mobil  

National  Liberty   

Northwest  Airlines   

ODECO   

Oxxford  Clothes   

Palm  Beach   

Pan  American  World  Airways   

Paylesb  Cashways  

Penn  Central   

J.C  Penney   

Phillips  Petroleiim   

Pioneer  Standard   

Playboy  Clubs  IntI   

Qantas  |Australia|   

Revco   

St.  )oe  Minerals  

Scholarship  Search   

Sears,  Roebuck  A] 

A.O  Smith   .il 

Standard  Brands  Paint   j.j 

Standard  &.  Poor's  .^J 

Standard  Oil  (Calif.  I   .J 

Standard  Oil  (Ohio)   

Texaco   , 

Textron   , 

Thor  Power  Tool   , 

Toys 'R' Us   

Trans  World   5 

Union  Bank  &  Trust   

Umon  Oil  of  California   

U.S.  Steel  ;  

Wang  Labs   

Western  Deep  Levels  ADR  (S.  Africa)   

Wilkinson  Sword  (U.K.)   

Winn-Dixie  Stores   

Woods  Petroleum   

F  W  Woolworth   

Wyle  Labs   

Xerox   3 


Do  you  know  anybo^ 
who  is  somebody  in  busines 
wiio  does  not  read 
Forbes  IVIbgazine? 


Forbes: 
Capitalistlbol 
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Flashbacks 


Edited  By  Dero  A.  Saunders 


"he  more  things  change.  .  .  ." 
ns  from  past  issues  of  Forbes. 


'.v  issue  "I'/cishhacks  '  iuuk'ri><)es  some 
ition.  Direct  quotes  from  issues  of  60, 
25  years  ago  will  still  appear,  within 
m  marks.  But  one  or  two  items  in 
ue  will  also  be  accompanied  by  ex- 
yy  material  designed  to  put  them  in 
il  context  for  today's  reader ) 

years  ago  in  Forbes 

:tempt  to  besmirch  the  reputation 
rles  M.  Schwab,  ironmaster  and 
Ider,  has  been  effectively  quashed, 
;served  to  be,  by  the  committee 
gating  the  administration  of  the 
States  Emergency  Fleet  Corp.,  of 
Mr.  Schwab  was  director.  Two 
>es  at  the  committee's  hearings 
1  Mr.  Schwab  with  profiteering 
le  proceeds  of  an  expense  warrant 
>,000  paid  by  the  government.  The 


Charles  M  Schii  ah 

against  the  famous  ironmaster 
not  have  been  entertained.  His 

known  the  world  over,  should 
ide  him  immune  from  the  humili- 
f  being  placed  on  the  stand  to 
his  honesty,  which  is  universally 
d." 

was  Forbes  Editor  B.C.  Forbes  so 
d  at  even  the  suggestion  of  dis- 
'  of  Charles  Michael  Schwab?  Be- 
;hwab  was  the  epitome  of  the  self- 
lan  of  industry  most  admired  by 
himself  a  self-made  man. 
ab,  the  son  of  a  hardworking 

in  little  Williamsburg,  Penna. 
toona,  left  home  in  1879  at  17  and 
vork  as  a  surveyor's  rodman  in 
'  Carnegie's  Edgar  Thomson 
n  Braddock,  Penna.,  then  the  larg- 
.  steel  mill.  By  making  himself 
isable  to  the  works  superinten- 
e  was  soon  charged  with  taking 
y  report  on  progress  and  problems 
egie  in  Pittsburgh.  Quickly  ingra- 
himself  with  Carnegie — he  once 

a  spread  of  Scottish  tunes  and 


ballads  in  three  days,  to  perform  at  a 
Carnegie  party — he  became  Carnegie's 
right  hand.  As  the  principal  apostle  for 
the  Carnegie  gospel  of  low-cost  steel  out- 
put, he  advanced  rapidly,  becoming  su- 
perintendent of  the  Thomson  works  at  27 
and,  in  1897,  president  of  the  company  by 
age  35  at  a  $1  million  salary. 

Schwab  foresaw  the  great  struggle 
looming  in  the  steel  industry,  as  the  steel 
finishing  companies  sought  to  integrate 
back  into  basic  steel,  and  basic  producer 
Carnegie  prepared  to  integrate  forward 
into  finishing.  It  was  Schwab  whose 
speech  in  late  1900  to  a  rich  audience  at 
New  York's  University  Club,  on  the  kind 
of  great  steel  company  that  could  rationa- 
lize the  industry,  that  led  listener  J. P. 
Morgan  to  speculate  that  perhaps  a  huge 
steel  combine  could  be  set  up.  It  was 
Schwab  who  worked  out  the  details  of  the 
combine  in  a  long  evening  (until  3  a.m.) 
meeting  with  Morgan,  and  then  as  go- 
between  got  a  $400  million  offering  price 
from  Carnegie  and  got  Morgan  to  accept 
it.  It  was  Schwab  who  became  U.S.  Steel's 
first  president,  at  a  salary  and  bonus  of 
over  $2  million  a  year;  and  when  the 
bureaucratic  encroachments  of  Judge  El- 
bert Gary  became  too  onerous,  it  was 
Schwab  who  quit  in  1903  and  shortly 
began  the  job  of  turning  a  small  specialty 
producer  named  Bethlehem  Steel  into  the 
second-largest  and  most  diversified 
American  steel  company.  Successively 
head  of  the  two  largest  American  steel 
producers,  the  weaver's  son  from  Wil- 
liamsburg wove  a  design  still  plainly  ap- 
parent in  the  industry's  fabric. 

Charles  Schwab  was  an  outgoing,  ebul- 
lient man  who  enjoyed  spending  the 
money  he  made,  whether  on  great 
houses,  friends,  fast  cars  or  the  tables  at 
Monte  Carlo.  Starting  in  1901  he  built  on 
New  York's  Riverside  Drive  the  city's  last 
great  mansion,  at  a  cost  of  nearly  $4 
million  plus  millions  more  for  fumish- 
ings,  with  its  own  swimming  pool,  gym 
and  power  plant.  But  the  Depression 
wiped  out  a  fortune  estimated  at  $300 
million;  and  for  his  last  few  years — his 
estate  had  more  liabilities  than  assets — 
he  was  in  effect  a  Bethlehem  pensioner. 
His  views  on  money,  however,  were  un- 
changed. "I  disagreed  with  Carnegie's 
ideas  on  how  best  to  distribute  his 
wealth,"  Schwab  said  only  a  few  years 
before  his  death  in  1939.  "I  spent  mine!" 


Fifty  years  ago 

"School  taxes  and  sewer  taxes;  city 
taxes  and  county  taxes;  income  taxes 
and  taxes  on  gasoline.  And,  if  you 
don't  watch  out,  very  shortly  there'll 
be  another  tax  tacked  on  whenever 
you  buy  anything  from  a  new  16-cylin- 
der,  platinum-encrusted  town  car  down 


to  a  lollipop — a  sales  tax  by  name.  Un- 
less all  signs  fail,  this  lusty  little  infant 
is  going  to  be  adopted  as  the  pet  of  a 
lot  of  state  legislatures  the  next  time 
they  get  together." 

"If  retail  merchants  throughout  the 
country  would  forget  what  they  paid  for 
merchandise  now  on  hand,  reprice  it  to 
the  public  on  the  basis  of  a  fair  profit  on 
the  replacement  cost  of  the  same  mer- 
chandise in  today's  market,  and  then  get 
back  of  the  new  prices  with  an  aggres- 
sive advertising  and  selling  campaign, 
they  would  furnish  an  impetus  to  return- 
ing prosperity  which  would  immediately 
be  felt  all  over  the  country.  .  .  .  All  mer- 
chandise on  hand  in  our  stores  at  the 
close  of  1930  is  being  repriced  on  the 
basis  of  today's  replacement  costs.  By 
following  this  policy  we  expect  to  be  able 
to  keep  our  volume  of  sales  by  items  of 
merchandise  at  a  point  commensurate 
with  the  early  months  of  last  year  and  to 
maintain  them  on  a  profitable  basis." 
— J.C.  Penney  President  Earl  C.  Sams 

To  those  who  know,  the  important 
thing  about  that  message  is  the  name  of 
the  signer.  Earl  C.  Sams  was  James  Cash 
Penney's  first  employee  in  the  original 
Kemmerer,  Wyo.  Golden  Rule  Store. 
More  important,  Sams  became  company 
president  in  1917,  supervising  the 
change  from  its  original  semicooperative 
structure  into  a  modern  corporation. 
When  founder  Penney  was  focusing  on 
his  eventually  disastrous  banking  and 
real  estate  ventures  in  Florida,  Earl  Sams 
(until  his  sudden  death  in  1950)  was 
making  the  company  one  of  the  great 
U.S.  retail  chains. 

And  his  advice?  It  may  not  have  fixed 
the  Depression,  but  it  helped  the  com- 
pany make  $5  million  in  1932  despite  a 
26%  sales  dip  since  1 929  to  $  1 55  million. 


IWenty-five  years  ago 

"Few  investors  have  benefited  more 

from  the  midcentury  boom  than  the 
owners  of  the  once  moss-backed  steel 
industry.  Having  ridden  through  the 
1954  recession  with  only  a  minor  jolt, 
the  industry  proceeded  to  smash  all 
standing  records  for  profits,  output  and 
sales  last  year  During  the  Eisenhower 
bull  market  such  bellwethers  as  U.S. 
Steel  and  Bethlehem  Steel  easily  out- 
paced the  90%  rise  in  the  Dow  Jones 
industrials  by  rising  220%  and  240%, 
respectively.  Last  month,  however, 
many  an  astute  investor  became  uncom- 
fortably aware  of  one  disturbing  fact: 
Records  or  no,  they  would  probably  have 
to  wait  until  1959  at  least  for  the  penny- 
pinching  dividend  payouts  of  the  steel 
companies  to  catch  up.  .  .  ." 
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Love  is  never  lost.  If  not 
reciprocated,  it  will  flow  back 
and  soften  and  purify  the  heart. 
Washington  Irving 


Unbroken  happiness  is  a  bore; 
It  should  have  ups  and  downs. 

MOLIERE 


A  lifetime  of  happiness! 
No  man  alive  could  bear  it. 
It  would  be  hell  on  earth. 
George  Bernard  Shaw 


The  world  is  hard  to  love, 
though  we  must  love  it  because 
we  have  no  other,  and  to  fail 
to  love  is  not  to  exist  at  all. 
Mark  Van  Doren 


The  more  refined  one  is, 
the  more  unhappy. 
Anton  Chekhov 


You've  got  to  love  what's 
lovable,  and  hate  what's 
hateable.  It  takes  brams 
to  see  the  difference. 
Robert  Frost 


A  Text . . . 

Awake  and  sing, 

ye  that  dwell  in  dust. 

Isaiah  26:19 


Sent  in  by  Mrs.  Edward  M.  Cook,  Palo 
Alto,  Calif  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the  Busi- 
ness of  Lite  is  presented  to  senders  of 
texts  used. 


Always  laugh  when  you  can. 
It  is  cheap  medicine. 
Byron 


The  most  thoroughly  wasted 
of  all  days  is  that  on  which 
one  has  not  laughed. 
Se'bastien  Chamfort 


Thoughts: 

on  the  Business  of  IJle- 


After  more  than  a  half 
century  uf  observation  and 
experience,  I  learned  to 
pity  those  who,  tvj  matter 
how  far  they  have  risen, 
haven't  learned  to  create 
harmony.  Shakespeare, 
as  usual,  was  right  when 
he  said,  "  A  merry  heart 
goes  all  the  day,  your 
sad  tires  in  a  mile-a. " 

7b  live  long  and  achieve 
happiness,  cultivate  the  art 
of  radiating  happiness 
B.C.  Forbes 


Love  is  space  and  time  made 
directly  perceptible  to  the  heart. 
Marcel  Proust 


Feelings  take  you  into  uncharted 
territory  from  time  to  time 
it's  true,  but  you  almost 
always  benefit  from  the 
journey  one  way  or  the  other. 
Merle  Shain 


It  is  not  how  much  we  have, 
but  how  much  we  enjoy, 
that  makes  happmess. 
Charles  Spurgeon 


Happiness  is  expectation, 
and  nothing  else.  To  be  always 
looking  forward,  to  be  always 
striving,  that  is  happiness. 
Only  when  we  cease  to  pursue, 
only  when  we  look  back  and  see 
that  realization  never  brought 
the  joyous  thrill  we  expected, 
only  then  do  we  become  unhappy. 
William  Feather 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Ave.,  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Perfect  love  means  to 
love  the  one  through  whom 
one  became  unhappy. 
Soren  Kierkegaard 


i 


The  best  way  to  achieve  happine 
is  to  learn  to  live  without  it. 
Arnold  Glasow 


Not  to  call  a  thing  good 
a  day  longer  or  a  day  earlier 
than  it  seems  good  to  us  is  the 
only  way  to  remain  really  happy 
Friedrich  Nietzsche 


It  is  better  to  be  hated 
for  what  you  are  than  loved 
for  what  you  are  not. 
Andre'  Gide 


The  greatest  happiness  of  life  is 
the  conviction  that  we  are  loved, 
loved  for  ourselves,  or  rather  , 
loved  in  spite  of  ourselves. 
Victor  Hugo  \ 


One  can  bear  grief,  but 
it  takes  two  to  be  glad. 
Elbert  Hubbard 


The  true  way  of  softening 
one's  troubles  is  to  solace 
those  of  others. 
Franqoise  de  Maintenon 


More  than  half  the  difficulties 
of  the  world  would  be  allayed 
or  removed  by  the  exhibition 
of  good  temper. 
Arthur  Helps 


The  happiness  of  life  is  made  up 
of  minute  fractions — the  little, 
soon  forgotten  charities  of  a 
kiss  or  smile,  a  kind  look, 
a  heartfelt  compliment,  and  the 
countless  infinitesimals  of 
pleasurable  and  genial  feeling. 
Samuel  Taylor  Coleridge 


Love  is  ever  the  beginning  of 
knowledge  as  fire  is  of  light. 
Thomas  Carlyle 
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L    D    O    R    A    D  O 


More  going  for  it  than  the  luxury  imports... 


...more  advanced  technology  like  V8-6-4. 

No  luxury  import  offers  an  engine  that  goes  from  8  to 
6  to  4  cylinders,  but  Eldorado  does  and  it's  standard. 
Also  standard  is  another  Cadillac  exclusive,  Digital 
Fuel  Injection — a  generation  ahead  of  conventional 
electronic  fuel  injection. 

. . .  more  meaningful  features  like  front-wheel  drive. 

Surprisingly,  most  luxury  imports  lack  front-wheel 
drive  while  Eldorado  has  had  it  since  1967.  Other 
Eldorado  standard  features  often  lacking  on  luxury 
imports  include  electronic  level  control,  cornering 
lights  and  MPG  Sentinel — a  miles-per-gallon  monitor 
which  can  help  you  become  a  more  efficient  driver. 

...more  ways  to  go. 

No  single  luxury  import  model  offers  you  Eldorado's 
unprecedented  engine  choice . .  standard  V8-6-4. . . 
available  V6  . .  or  available  Diesel. 

Eldorados  are  equipped  with  GM-built  engines 
produced  by  various  divisions.  See  your  Cadillac 
dealer  for  details. 


. . .  more  interior  roominess. 

In  addition  to  impressive  traction,  front-wheel  drive 
helps  give  Eldorado  more  interior  roominess  than 
most  luxury  import  models.  Source:  EPA  Interior 
Volume  Index. 

...more  convenient  service. 

Eldorado  has  a  larger  dealer  network  than  any  luxury 
import . .  .for  readily  available  service  and  parts 
across  America. 
...more  in  demand. 

Eldorado  outsells  any  single  luxury  import  model.  Any 
single  luxury  import  model.  Source:  R.  L.  Polk  Regis- 
trations, Jan. -Oct. ,1980. 
. . .  and  more . . .  distinctive  styling. 
. . .  more  going  for  it . . .  and  you. 
When  you  compare  everything  you  get  with  an 
Eldorado  that  you  don't  get  with  a  luxury  import,  we 
think  you'll  agree  that  there  is  no  comparison. 
Eldorado  has  more  going  for  it . . .  and  you.  Whether  you 
buy  or  lease,  see  a  Cadillac  dealerand  see  for  yourself. 
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Some  men  can  t  wait  to  be  another  year  older. 


Is  the  threat 
of  foreign  competition 
an  opportunity 


in  disguise? 


One  way  to  meet  the  "threat" 
of  foreign  competitors  is  through 
tariffs  which  raise  price  levels 
above  those  of  the  domestic  pro- 
ducer, thereby  protecting  him  but 
penalizing  the  domestic  consumer. 

A  better  way  to  meet  foreign 
competition  is  through  a  national 
strategy  emphasizing  increased 
productivity  in  industries  where 
our  country  has  the  greatest 
potential. 

If  we  respond  to  this  "threat" 
with  such  a  strategy  uniting 
government,  business,  labor  and 
education  in  a  new  cooperative 
effort,  we  will  both  strengthen  our 
domestic  economy  and  regain 
our  position  of  industrial  leader- 
ship in  the  world  community. 


^  8  198? 


Productivity  is  what  we  sell. 


The  new  G3R  Gradall®  excavator  combines 
the  unmatched  versatility  of  the  Gradall 
telescoping  boom  with  a  highly  mobile  rough- 
terrain  undercarriage  ...  all  in  a  smaller,  more 
efficient  design. 
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YORIGINALS 

"J  THE  DARK 
JOHER 

HE  LIGHT 

When  you  make  a  copy  with  our  new  "545"  plain 
paper  copier,  you  get  an  accurate  reproduction.  Not  a 
reasonable  facsinnile. 

The  reason  is  two-fold.  First,  is  our  new  "Sensi- 
tron"^"  feature.  Automatically  it  scans  the  background 
of  your  original  and  adjusts  the  copier  to  match. 

And  the  second  is  the  automatic  toner  control 
system  the  "545"  uses.  It  eliminates  the  imbalances  be- 
tween toner  and  developer  that  can  affect  consistency 
So  you're  virtually  assured  a  beautiful  copy  Time 
after  time. 

But  the  "545"  is  more  than  accurate,  it's  also  ex- 
tremely advanced.  With  features  like  microprocessor 
technology  And  code  display  diagnostics.  There's  even 
a  Pause-lnterrupt-Resume  feature  and  a  new  touch 
control  operator  panel. 

Still,  the  most  remarkable  thing  about  the  "545", 
as  well  as  our  other  new  copiers,  is  its  striking  copy 
quality  But  we'll  let  you  be  the  judge  of  that. 

After  all,  a  halftone  is  worth  a  thousand  words. 
For  more  information,  call  toll-free  800-328-1684 
(in  Minnesota,  800-792-1072).  Or  write  3M  Copying 
Products,Building  220-10E/3M  Center, St. Paul, MN55144. 

'These  are  reduced  reproductions  of  actual  specimens  made  on  3M  brand  copying  equipment 
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Team  effort 

"Simplify,  simplify,"  Henry  David  Tho- 
reau  admonished  over  a  century  ago. 
That,  essentially,  is  what  Forbes'  art  de- 
partment does  every  time  it  is  called 
upon  to  illustrate  a  complex,  technical  or 
abstract  concept  in  a  story.  Our  cover 
story  on  agricultural  technology  is  a 
striking  case  in  point. 

Chicago  Bureau  Manager  Bob  Tamar- 
kin— who  studied  chemistry  and  zoology 
in  college — and  Reporter-Researcher 
Lisa  Gross  began  by  pitching  ideas  for 
illustration  to  Photo  Editor  Philip  Gefter 
in  New  York,  who  then  selected  from 
their  far-ranging  notions  those  that 
seemed  most  likely  to  yield  useful,  vivid 
illustrations.  Gefter  spent  hours  on  the 
phone  enlisting  the  aid  of  scientists  in 
academe  and  industry  to  translate  arcane 
ideas  into  clear,  accurate,  simple  lan- 
guage. Far  from  resisting  Forbes'  efforts 
to  simplify,  the  experts  were  eager  to 


help.  "They'd  go  on  for  an  hour  in  pai: 
taking  detail,"  Gefter  recalls. 

With  Lisa  Gross,  who  once  edited 
netics  handbooks,  busy  gathering  fin; 
cial  and  scientific  facts  right  up  to  dej 
line,  Reporter-Researcher  Jane  Carr 
chael  in  New  York  was  brought  in  to  hi 
edit  the  slides  and  technical  artic 
Gefter  had  piled  up.  With  the  help  o 
botany  text,  Carmichael,  whoabandor 
a  college  chemistry  ma)or  for  English  '. 
erature,  did  the  final  preparation  (a 
confesses  her  own  notes  used  phrases  li 
"daddy  plant"  and  "mommy  plant"). 

Finally,  Andy  Christie  of  the  art  < 
partment  took  over,  turning  the  writi 
outlines  into  charts  to  fit  Associate  / 
Director  Roger  Zapke's  layout  specifi 
tions.  Says  Christie,  who  worked  as 
artist  at  Scientific  American  before  joini 
Forbes,  "I  just  tried  to  make  it  clean  a 
uncluttered."  That  pretty  much  sums 
the  whole  philosophy  of  chartmakii 
The  story  begins  on  page  90. 


From  left:  Chicago's  Tamarkin  and  Onj.ys,  .\eir  York's  Gefter,  Christie,  Zapke,  Carmichael 


The  short  take 

There  is  an  art  to  the  "short  take"  that 
journalists  particularly  admire.  Stories  of 
fewer  than  150  lines  require  just  as  much 
research  as  longer  ones  and  often  quite  a 
bit  more  in  the  way  of  mental  discipline 
and  finesse  at  the  typewriter.  In  this 
issue  Associate  Editor  Maurice  Barn- 
father  has  written  three  good  examples 
of  such  stories  on  topics  ranging  from  a 
curious  new  issue  called  Williams  Elec- 
tronics fp.  42)  and  a  rebuttal  to  fears  of  a 
huge  oil-borrowing  spree^p.  72)  to  a  look 
at  Poland's  surprising  success  with  the 
export  of  Corf  am  to  the  U.S.  (p.  46). 

A  native  Londoner,  Barnfather,  33, 
spent  years  covering  finance  for  British 
dailies — most  recently  as  Deputy  Finan- 
cial Editor  of  the  London  Sunday  Times. 


Since  moving  to  the  U.S.  for  Forbes  1. 
June  he  has  written  stories  on  AT& 
R.J.  Reynolds,  Heinz  and  Coca-Co 
Barnfather  says  he  switched  to  shi 
takes  this  issue  because  there  were, 
many  opportunities.  "The  Williai 
name  came  up,  rather  sarcastical] 
while  I  was  doing  my  story  on  spine 
last  issue,"  he  says.  "I'd  been  talking! 
Richard  Jackson,  oil  industry  speciaj 
at  the  Midland  Bank,  about  how  litl 
the  oil  companies  have  borrowed  wh 
a  U'«//  Street  Journal  story  came  c 
warning  of  a  surge  in  borrowing  by  t 
oils.  That  didn't  add  up,  so  I  looked  ir 
it.  And  then  I  learned  of  a  sudden  : 
crease  in  Corfam  exports  to  the  U 
from  Poland — ten  years  to  the  moB 
from  the  time  Du  Pont  pulled  out  of  t' 
business."  Well,  and  briefly,  put. 
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lEN 

YEARS  AlGa 
MAI  PUT 

ITS  Oil  PS  ON 

THE 
LITTLE  GUY. 

Now,  that  foresight  is  paying  off. 
Because  today,  computers  for 
small  business  are  part  of  the 
rocketing  $4  billion  small- computer 
market  —  expected  to  approach 
$10  billion  by  1985. 

MAI  —  Management  Assistance 
Inc.  —  practically  introduced  com- 
puters to  small  business.  That's 
where  90%  of  our  sales  are. . .  and 
more  than  1 1,000  of  our  Basic  Four® 
information  processing  systems 
have  been  installed  to  date. 

One  reason  is  that  we  don't  try 
just  to  make  a  sale,  but  to  make  a 
friend.  First  we  really  get  to  know  the 
business  and  its  problems.  Then  we 
can  provide  solutions.  Including 
tailor-made  programs.  Operator 
training. 

And  outstanding  maintenance 
service,  through  our  Sorbus  Service 
Division.  This  not  only  helps  cement 
customer  relationships.  It  also  gives 
us  a  solid  position  in  the  $6  billion 
service  market  —  expected  to  more 
than  double  by  1985. 

Ten  years  ago,  helping  the  be- 


leaguered, overtaxed,  over- regulated 
small-business  owner  looked  like  a 
far-out  idea.  Today  it  looks  like  a  very 
good  investment. 


MAI's  newest  boost  for  growing  businesses.  The  eco- 
nomical Basic  Four'  /S80^*'  computer  combines  data 
and  word  processing  and  distributes  processing 
capabilities  out  to  workstation  terminals. 


To  find  out  more  about  MAI, 
write  for  our  Annual  Report: 
Management  Assistance  Inc., 
300  East  44th  Street,  New  York, 
NY  10017.  If  you're  in  business  your- 
self, write  for  our  free  Eliot  Janeway 
booklet,  "Survival  Tips  for  the  80's." 


Our  business  is  helping  other  businesses  grow. 


Trends 


Edited  By  John  A.Omway 


Switch  pay 

Need  money?  Switch  jobs,  particularly  if 
you're  in  the  higher  pay  brackets.  That's 
the  word  from  Chicago  executive  search 
firm  Lauer,  Sbabaro  Associates,  after  sur- 
veying job-switchers  during  the  first  half 
of  1980.  Executives  making  $30,000  to 
$45,000  averaged  16%  more  in  raises 
when  they  changed  jobs;  the  $46,000  to 
$60,000  gioup  got  18%  more;  the 
$61,000  to  $8.S,000  crowd  won  21% 
hikes  and  the  $86,000  to  $1 10,000  brack- 
et got  26%.  Heavyweights  above  the 
$1 10,000  line  averaged  increases  of  33% . 


The  empty  chair 

Alexander  Haig  looked  like  the  answer  to 
Harry  Gray's  major  personnel  problem 
when  the  former  NATO  commander 
moved  into  the  president's  office  at 
United  Technologies  Corp.  in  December 
1979  as  heir  apparent  to  the  top  job.  Gray 
had  personally  recruited  Haig,  a  friend 
since  the  two  men  met  in  1968  while  the 
general   was   superintendent   of  West 


Alexcnider  M.  llciig 

What  to  do  when  your  country  calls. 


Point.  Now  Ronald  Reagan  has  tapped 
the  56-year-old  professional  soldier  to  be 
Secretary  of  State,  Gray  is  back  at  square 
one.  The  concern  is  no  slight  matter; 
before  Haig's  arrival  a  major  question 
was  the  absence  of  a  backup  mafi  for 
Gray,  who  had  built  UTC  from  an  en- 
gine-and-helicopter  company  into  a  $12 
billion  conglomerate  encompassing  air- 
conditioning  (Carrier  Corp.),  elevators 
(Otis)  and  semiconductors  (Mostek). 
Gray  has  taken  back  the  duties  he  had 
turned  over  to  Haig,  but  he  is  still  sched- 
uled to  retire  in  1985.  So  who  is  his 


successor  now?  As  ever.  Gray  is  keeping 
his  own  counsel,  but  the  odds  are  that 
the  next  heir  to  the  head  chair"  at  the 
UTC  director's  table  in  Hartford,  Conn, 
will  come  from  within.  Gray,  who  is 
hardly  unaware  of  the  questions,  both 
inside  and  outside  the  company,  about 
assuring  an  orderly  transition  of  manage- 
ment, makes  a  point  of  noting  that  in 
every  key  position  he  has  at  least  one 
backup  man.  So  handicappers  would  do 
well  to  concentrate  on  his  two  executive 
vice  presidents;  Robert  Carlson,  51,  who 
runs  the  power  group  (engines,  etc.)  and 
Peter  Scott,  53,  head  of  electronics.  For 
longer  shots,  they  can  keep  an  eye  on  the 
four  UTC  group  vice  presidents. 


Ballots  for  business 

The  probusiness  swing  was  making  itself 
felt  on  Capitol  Hill  long  before  the  Rea- 
gan sweep  in  November,  according  to  a 
new  analysis  by  the  U.S.  Chamber  of 
Commerce.  The  Chamber  surveyed  42 
Senate  and  34  House  votes  in  1980 — 
generally  dealing  with  federal  spending 
cuts,  tax  reduction  and  business  regula- 
tion— and  found  that  57%  of  the  sena- 
tors and  97%  of  House  members  voted 
"right"  at  least  half  the  time.  The  House 
record  was  particularly  significant  be- 
cause, the  Chamber  says,  only  55%  of  its 
members  had  voted  "right"  more  than 
half  the  time  in  1979.  The  Chamber  also 
points  out  that  four  of  the  ten  lowest 
scorers  in  the  Senate  lost  in  November: 
Gaylord  Nelson  of  Wisconsin,  lohn  Dur- 
kin  of  New  Hampshire,  Frank  Church  of 
Idaho  and  George  McGovern  of  South 
Dakota,  all  Democrats.  At  the  head  of 
the  Chamber's  charts  were  three  GOP 
senators:  Malcolm  Wallop  of  Wyoming, 
John  Tower  of  Texas  and  Gordon  Hum- 
phrey of  New  Hampshire;  tops  in  the 
House  was  Republican  John  Erlenbom  of 
Illinois. 


Britain's  "shopkeepers" 

Napoleon  once  sneered  at  Britain  as  a 
"nation  of  shopkeepers,"  as  indeed  it 
was  before  business  with  a  capital  "B" 
took  over.  Now  the  U.K.'s  entrepreneurs 
may  be  regaining  some  of  their  old  im- 
portance. The  numbers  certainly  hint  at 
that.  The  total  of  value-added  registra- 
tions, one  index  of  the  business  popula- 
tion, climbed  by  35,000  last  year,  to 
more  than  1.3  million;  in  1976  the  figure 
was  1.2  million.  Manufacturers  employ- 
ing 100  or  fewer  workers  increased  from 
66,000  in  1972  to  84,000  in  1977,  the 
latest  year  available.  This  is  music  to  the 
ears  of  Brian  Wright,  director  of  the  Lon- 
don Enterprise  Agency  (LEntA).  Founded 
a  few  years  ago  by  the  late  Michael  Po- 
cock,  a  Shell  U.K.  chairman,  LEntA  uses 


a  $450,000  annual  budget  provided 
nine  big  companies  (Shell,  IBM,  Brit: 
Petroleum,  etc.)  to  help  fledgling  bii 
nessmen  with  planning,  finding  f inane 
backing,  marketing  and  other  knc 
how.  Wright  says  1,400  new  entrep 
neurs  have  attended  LEntA  semin£ 
and  "we're  immediately  flooded  with  , 
plicants"  when  one  is  announced.  W 
the  rush?  The  no-nonsense  approach 
the  economy  by  Margaret  Thatch* 
Tory  government  has  helped,  and  e\ 
the  recession  has  had  an  effect,  Wrij 
thinks.  Men  dreaming  of  their 
show,  he  says,  need  a  catalyst  to  ; 
them  moving.  "Getting  fired  can  ht 
very  good  catalyst."  More  help  may 
on  the  way.  The  next  Thatcher  bud; 
will  probably  call  for  guaranteed  loans 
small  businessmen  and  tax  incentives 
encourage  big  businesses  to  help  n 
enterprises. 


Pay  versus  pull 

The  more  political  clout  a  federal  ager 
commands,  the  better  its  wages,  say; 
new  study  of  the  bureaucracy  by  Geo: 
Borjas,  an  associate  economics  profes 
at  the  University  of  California  at  Sai 
Barbara.  Equal  skills,  he  says,  do  not  mc 
equal  pay.  Functionaries  at  the  Interst. 
Commerce  Commission,  the  Depi) 
ment  of  Transportation  and  (not  surpi 
ingly)  the  Executive  Office  of  the  Pre 
dent  get  relatively  higher  paychecks  tb 
those  with  comparable  qualifications 
the  National  Science  Foundation,  SeL 
tive  Service  System  or  the  Department 
Agriculture.  "Such differentials,"  the p 
fessor  says  solemnly,  "raise  importi 
questions  about  the  political  motives  tl 
partly  determine  the  structure  of  salar 
in  the  federal  government." 


Blue  Cross  on  wheels  i 

Detroit  may  still  be  grinding  its  gears  t 
one  part  of  the  automobile  Indus: 
seems  to  be  rolling  ahead  briskly.  Co: 
panics  selling  extended  service  contrai 
on  new  and  used  cars  are  thriving  a 
looking  for  better  times  ahead.  One  n 
son,  according  to  Jerry  Farrar,  head  of  t 
seven-year-old  American  Warrar 
Corp.  in  Los  Angeles,  is  that  the  typit 
driver  now  keeps  a  car  for  31  to 
months,  compared  with  24  to  27  mont 
three  years  ago.  (A  factor  here  is  t 
trend  toward  four- year  financing.)  Alo 
with  General  Motors  and  Ford,  Farra 
company  is  one  of  a  new  Big  Three  in  t 
field,  with  Ford  claiming  sales  of  1.3  m 
lion  long-term  contracts  since  it  beg 
offering  them  in  1977.  Farrar  says  he  h 
sold  1  million  five-  and  six-year  dca 
which  run  about  3%  to  4%  of  the  cost 
a  new  car.  General  Motors,  with  ji 
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HERTZ  #1  EXPRESS  LEAVES 
HE  COMPETmON  STANDING  STILL. 


At  Hertz,  what  keeps  us  ahead  of  our  competition 
?epir)g  you  ahead  of  yours. 

So  if  there's  a  service  that  can  get  you  into  or  out 
car  faster,  or  something  that  speeds  up  the  paper- 
'k,  you  can  bet  Hertz  is  doing  it. 

Like  #J  Express]" 

Hertz  #J  Express  lets  you  //y  straight  from  your 
'le  to  your  car  Without  waiting  in  line  at  the  terminal 
nter  Without  waiting  for  your  rental  agreement  to  be 
filled  out.  And  without  wasting  time. 
Just  call  your  corporate  travel 
department,  travel  agent  or  Hertz  and  ask 
for  #1  Express.  When  you  make  your 
reservation,  give  us  your  Hertz  #1  Club' 
Card  number  and  we'll  give  you  a  #1 
Express  number  confirmnng  your 
booking.  Write  the  number  on  your 
#i  Express  pass  which  can  be 


picked  up  at  any  Hertz 
office  or  from  your  travel 
consultant. 

After  you  land, 
present  your  #J  Express 
pass  to  the  Hertz  courtesy 
bus  driver  You'll  be  taken  to  the  #1  Express  booth  where 
your  completed  contract  will  be  ready  and  waiting.  And 
so  will  your  car  (Recently,  a  salesman  from  Chicago 
completed  this  transaction  in  20  seconds.) 

No  other  rent-a-car  company  has  anything  that 
even  comes  close. 

If  you  want  to  get  off  to  a  good  head  start,  try 
Hertz  #i  Express. 

After  all.  it  won't  be  long  before  your  competition  will. 

#1  EXPRESS.  THE  WORLD'S  FASTEST 
WAY  TO  RENT  A  CAR.  ® 


#i  Lxpress 
'  800-654-3131 
jour  travel  consultant. 


WHERE  WINNERS  RENT 

HERTZ  FEATURES  THE  EXCITING  NEW  FORD  ESCORT 


iiertz 


What  are  you  ^ing  to  do 
when  you  vitn't  clmr^  f my  more 
for  your  products  ? 


If  you  pass  on  too  many  cost  in- 
creases, It  won't  take  too  long  be- 
fore your  customers  will  pass  up 
what  you're  trying  to  sell. 

If  you  don't  pass  on  cost  in- 
creases, you  start  losmg  money. 

It's  a  tough  problem.  But  fortu- 
nately, there's  a  good  way  to  solve 
it.  With  a  Bodine  assembly  ma- 
chine. 

ABodine  machine  is  designed  to 
increase  your  productivity  by  au- 
tomating the  one  place  where  you 
can  probably  save  the  most-your 
small  parts  assembly  operation. 
The  fact  is,  a  Bodine  machine  just 
may  be  able  to  cut  the  cost  of  small 


parts  assembly  by  95%  or  more. 

At  the  same  time,  it  can  cut  war- 
ranty and  liability  costs.  Because  a 
Bodine  machine  can  provide  100% 
inspection  and  verification  of  all 
parts. 

The  result  is  a  higher  quality 
product  at  lower  cost.  If  that 
sounds  like  the  kind  of  thing  you'd 
like  to  hear,  call  Frank  Riley,  our 
Vice  President.  He'll  tell  you  even 
more.  The  Bodine  Corporation,  317 
Mountain  Grove  St., 
Bridgeport, 
CT  06605. 
(203)  334-3107. 


Trends 


Bnim 


under  2  million  plans,  started  its  p 
grams  for  new  cars  in  1973,  handli 
them  through  a  subsidiary  of  the  C 
Acceptance  Corp.  A  typical  CM  new-i 
plan  (all  three  firms  have  coverage 
used  vehicles  too)  runs  from  $240  fo 
36-month,  36,000-mile  deal  to  $365 
48  months  or  50,000  miles.  Americ 
Warranty's  Farrar  explains  his  high  hoj 
for  the  future  by  pointing  out  that  oi 
about  one  new-car  buyer  in  ten  buys 
extended  service  contract  (which  is  se] 
rate  from  the  manufacturer's  warrant 
and  he  thinks  that  percentage  is  cert; 
to  grow.  (Ford  says  it  gets  one  in  five,  b 
notes  that  the  figure  also  includes  proti 
tion  for  used-car  purchasers.) 

What  world? 

If  the  coming  generation's  knowledge 
the  world  stops  at  the  water's  edge,  do 
be  surprised.  A  panel  of  50  experts  , 
sembled  by  the  Atlantic  Council  of  t 
U.S.  reports  that  only  7%  of  Americ 
college  seniors  can  read  a  simple  book 
any  foreign  language  without  help;  | 
niors  training  to  teach  scored  lowest 
all  in  understanding  international  pn 
lems;  and  only  5%  of  prospective  teac 
ers  take  any  courses  bearing  on  inten 
tional  affairs  and  cultures.  The  expe 
(who  included  Hodding  Carter  HI,  t 
former  number  one  "State  Departmc 
spokesman")  warned  that  "ignoram 
parochialism,  apathy  and  prejudice  ha 
combined  to  increase  misunderstandi 
and  divisive  attitudes." 

Whodunit?  Tou  did! 

when  you  wind  up  reaching  for  the  fir 
aid  kit  after  some  household  product  h 
laid  you  low,  who  is  to  blame?  You  a 
according  to  a  Louis  Harris  survey  cc 
ducted  for  Marsh  6i.  McLennan,  the  I 
insurance  broker.  The  Harris  pulse-t2 
ers  found  that  65%  of  the  public  thoug 
that  injuries  from  household  produc 
were  caused  by  misuse.  Only  1 1 
blamed  the  instructions  and  a  scant  9 
thought  poor  design  was  responsib 
Other  groups  in  the  Harris  sample  h 
varying  views.  (There  were  402  corj 
rate  executives,  104  institutional  invi 
tors  and  bankers,  47  congressmen  a 
their  aides,  47  federal  regulators  a 
1,488  plain  adults.)  A  huge  majority 
the  businessmen — 79%  of  the  executiv 
and  82%  of  the  investors  and  bankers 
said  consumer  misuse  was  the  culprit. 
Congress,  52%  fingered  the  consumi 
30%  blamed  a  combination  of  wrong  i 
age,  faulty  instructions  and  poor  desig 
The  regulators  split,  with  38%  faulti) 
the  user,  36%  blaming  a  combination! 
misuse,  instruction  and  design.  I 
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HOW  AIG  LOOKS  FROM  OUTER  SPACE 


The  American  International  Group  of 
panies  has  nnore  pins  in  more  parts 
le  world  wnth  more  people  offering  more 
Is  of  insurance  than  practically  any 
ir  commercial  insurance  organization. 

So  if  your  company  has  a  lot  of 
iches  around  the  world,  you  don't  have 
o  to  a  lot  of  insurance  companies 
ind  the  world  to  cover  each  one  of  them. 

We  can  do  it  all.  And  have  been  doing 


it  successfully  for  over  sixty  years. 

Dealing  with  one  large  organization 
instead  of  many  means  a  lot  less  paperwork, 
phone  calls  and  hassles. 

We  also  offer  coverage  that  other 
companies  don't,  like  worldwide  directors 
and  officers  insurance.  And  offer  it  in 
countries  other  companies  only  dream  of. 
Like  the  People's  Republic  of  China,  Saudi 
Arabia  and  Eastern  Bloc  nations. 


There  are  a  lot  of  other  ways  we  can 
help  you.  Some  of  them  could  wind  up 
saving  you  money  as  well  as  time. 

And  that's  something  that  can  make 
us  look  good. 

From  wherever  you  happen  to  be 
looking  at  us. 

THE  AIG  COMPANIES. 

Let  us  take  the  risks. 


For  more  information,  contact  American  International  Group.  Dept.  A,  70  Pine  Street,  New  York.  N.Y,  10270. 
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TRADITIONAL  WAY. 


THE 
SEADOCWAY. 


A  simple  plastic  template. 

With  it,  you  have  all  the  hardware  you  need  to  implement  a 
unique,  cost-effective  new  approach  to  one  of  the  most  burdensome 
responsibilities  you  face. 

Keeping  your  system  of  internal  accounting 
controls  as  effective  as  possible. 
We  call  this  new  concept  SEADOC, 
for  "Systems  Evaluation  Approach:  Documentation  of  Centrals." 

Among  other  things,  SEADOC  replaces  the  customary  Matter- 
horn  of  detailed  system  flow  charts  and  other  paperwork  with 
simplified,  clear,  easy-to-understand  documentation. 
(That's  where  the  template  comes  in.) 

Sound  simple?  No  wonder.  Simplicity  and  cost- 
effectiveness  are  the  main  idea  behind  SEADOC. 

A  SEADOC  analysis  isolates  the  pertinent 
information  in  your  financial  statements.  Then 
works  backward  to  the  point  of  origin  of  that 
information. 

By  reversing  the  normal  analysis  process,  and 
concentrating  on  control  points  instead  of  paper  flow, 
SEADOC  drastically  cuts  the  volume  of  paperwork  needed 
to  analyze  your  system. 

Yet  produces  clear,  thorough,  unambiguous  documentation 
and  analysis  of  your  internal  accounting  controls. 

What's  more,  SEADOC  helps  you  locate  those  points  in  your 
accounting  system  where  mistakes  can  occur. 
And  helps  you  set  up  controls  designed  to  prevent  those  mistakes  from 

moving  on  through  the  system. 

In  addition,  SEADOC  can  be  used  to 
validate  controls  in  new  systems,  or 
evaluate  prospective  controls  before  they're 
put  in  place. 

And  the  whole  thing  is  so  flexible  that  you 
can  adapt  it  to  other  types  of  information  systems. 
To  improve  the  accuracy  of  budgeting  and  fore- 
casting, for  example.  Of  course,  SEADOC  will  facilitate 
reports  on  internal  accounting  controls,  too. 
But  why  go  on?  Since  SEADOC  is  the  property  of  Peat,  Mafwick, 
Mitchell  &  Co.,  you  can  get  detailed  information  by  contacting  your 
local  Peat  Marwick  office.  Why  not  do  it  today?  And  let  SEADOC  help  you  move  your  business  ahead.  | 
By  reversing  your  approach  to  internal  controls  analysis.  j 

PEAT,  MARWICK,  MITCHELL  &  CO. 


THIS  MUCH  DOCUMENTAnON 
CAN  REPLACE  THAT  MUCH. 
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THE  MOST 
SOPHISTICATED 
TOOL  IN  INTERNAL 

ACCOUNTING 
CONTROLS. 
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A  diamond  is  not  forever 

Harry  Oppenheimer,  chairman  of  Dc 
Beers  Consolidated  Mines  Ltd.,  doesn't 
like  surprises-  in  the  diamond  business, 
unless  he  causes  them.  Understandable 
in  a  man  who  two  years  ago  could  tell 
Forbes  6V/«v J978J:  "You  can  say  we 
handle  at  least  80%  of  the  diamonds  in 
the  world."  Despite  that  kind  of  monop- 
oly, De  Beers  still  had  problems.  One  was 
erratic  prices.  For  40  years  the  com- 
pany's Central  Selling  Organization  in 
London  ("the  Syndicate"  to  the  trade) 
had  striven  to  keep  diamonds  on  a  steady 
upward  curve;  in  recent  years  they  have 
gyrated.  A  second  De  Beers'  peeve  was 
people  buying  diamonds  for  investment, 
or  worse,  speculation;  it  thinks  dia- 
monds should  be  worn. 

Two  years  ago  Forbes  warned  that  the 
spectacular  leaps  in  diamond  prices— 
they  had  then  doubled  in  18  months — 
were  aberrations,  something  the  unini- 
tiated failed  to  appreciate.  In  other  words, 
what  goes  up  must  come  down.  The  past 
year  provided  a  prime  example.  To  take 
just  one  index,  the  sale  price  of  one-carat 
grade  D  flawless  diamonds,  tps  in  the 
tray  and  the  favorites  for  investors, 
zoomed  from  about  $22,000  in  mid- 1979 
to  $63,000  and  more  by  early  1980.  Then, 
as  interest  rates  shot  through  the  ceiling, 
the  big  spenders  who  had  been  hedging 
with  diamonds  and  other  tangibles 
switched  to  the  money  markets.  The 
$60,000  stone  bought  a  year  ago  now 
fetches  only  $45,000.  Prices  for  the  small- 
er stones  used  in  jewelry  have  not 
dropped  that  much  but  they  too  are  down. 
(Industrial  diamonds,  the  stuff  in  grinding 
wheels  and  watches,  and  80%  of  the  total 
sold,  have  not  been  affected.) 

De  Beers  has  ridden  the  waves  serene- 
ly. It  had  raised  its  prices  13%  last  Febru- 
ary, a  nod  to  the  peak  then  being 
reached,  and  it  hasn't  lowered  them 
since.  It  did  not  buy  to  prop  prices  as 
they  started  to  skid  but  cut  back  on  sales. 
During  the  first  half  of  1980,  De  Beers 
sold  $1.57  billion  worth  of  stones;  in  the 
last  half,  it  sold  only  $1.16  billion. 

The  real  sufferers  during  all  this  have 
been  De  Beers'  customers,  especially  the 
artisans  in  the  cutting  centers  like  Ant- 
werp and  Tel  Aviv  (and,  probably,  un- 
wary investors).  The  300  buyers  who  are 
on  De  Beers'  choice  invitation  list  to  its 
"sights,"  take-it-or-leave-it  buying  ses- 
sions held  ten  times  a  year,  have  dutiful- 
ly turned  up  on  London's  Charterhouse 
Street  for  their  allotted  quotas.  The  trips 
have  hardly  been  joyrides  because  the 
rough  stones  they  bought  in  those  card- 
board boxes  had  to  be  cut  and  sold  in  a 
falling  market  at  big  discounts  (up  to 
20%)  or  not  at  all.  So  "squeeze  the  cut- 
ter," became  the  watchword.  In  Tel  Aviv 


the  past  two  years  have  been  disastrou 
Their  trouble  started  in  1978  when  L 
Beers,  angered  that  its  buyers  were  spe 
ulating  with  their  stones,  slapped  a  40' 
surcharge  on  its  uncut  diamonds.  By  la 
month,  3,000  of  Israel's  12,000  diamor 
cutters  were  on  the  street  and  200  wor 
shops  had  closed.  The  country's  bank 
to  which  the  diamond  merchants  ()W( 
more  than  $1  billion  (banks  to  which  E 
Beers  had  strong  ties),  were  calling  : 
loans.  Israel's  Minister  of  Industry  ar 
Trade  turned  to  Lre  Beers  (where  else 
and  flew  to  London  to  plead  for  help. 
De  Beers  has  already  shown  some  me 


De  Beers  (Jxiirnuin  Harry  Oppenheimer 


No  surprises,  please. 

cy,  at  least  to  the  buyers  at  its  sight 
Last  month  the  Syndicate  allowed  mar 
of  them  to  ask  for  a  $300,000  box 
diamonds,  instead  of  the  usual  $500,00 
It  even  permitted  some  to  pass  up  a  vn 
to  Charterhouse  Street,  something  usu£ 
ly  regarded  as  financial  suicide. 

Wait  and  see  has  become  the  policy  : 
the  diamond  world.  De  Beers,  as  alway 
is  looking  to  the  long  term  and  so,  pr 
sumably,  are  its  customers.  A  De  Bee 
man  notes  calmly:  "In  the  short  ten 
supply  and  demand  will  not  necessari 
equate."  With  80%  to  85%  of  the  mi 
ket,  who  needs  economics? 


Commandos  in  pink 

Three  years  ago  Forbes  described  tl 
battle  plan  that  London's  Financial  Tim\ 
had  laid  out  for  a  run  at  the  U.S.  businei 
audience  and  cited  managing  directi 
Justin  Dukes'  hopes  of  garnering  at  lea 
20,000  readers  a  day  there  with  his  R 
per's  new  international  cdniontjune  2 
J9''8).  Written  in  London,  printed 
Frankfurt  and  shipped  by  jet,  it  was  d 
signed  to  hit  New  York  at  breakfa 
time,  when  readers  on  the  Contine: 
were  unfolding  their  own  truck-deliver 
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les.  Also  on  the  drawing  bfjard  was  a 
f  financial  weekly  that  would  add  $1 
lion  to  the  $2  million  earmarked  as 
tup  costs  for  the  new  airbome  daily, 
he  plan  went'  off  on  schedule  for 
ces  and  the  F  T's  big  parent,  S.  Pear- 
&  Son,  Ltd.  (which  also  owns  Lazard 
:hers,  the  London  merchant  bankers, 
al  Doulton  china  Madame  Tussaud's 
;  museum,  a  California  pistachio  nut 
ver  and  5%  of  a  U.S.  oil  company), 
the  publisher's  "modest  commando 
,"  as  Forbes  called  it,  hasn't  quite 
ked  out  the  way  Dukes  outlined  it,  at 
t  not  in  the  U.S. 

verall,  the  new  international  edition 
come  off  well.  Dukes  says.  The  F  T 
set  out  to  get  7,000  additional  daily 
s  with  its  Frankfurt  operation,  he  ex- 
as,  and  to  build  that  gain  to  14,000 
r  two  years.  The  actual  result  was 
00,  hardly  too  disappointing.  The 
,  however,  was  another  story.  In  Jan- 
r  1979,  when  the  first  Lufthansa  ship- 
its  took  off  across  the  Atlantic  the 
I  American  sales  were  1,850  a  day;  by 
lary  1980  they  were  3,200;  and  by 
iar>'  1981,  3,292.  That  phase  of  the 
imando  raid  had  indeed  stayed  mod- 
although  Justin  Dukes  stoutly  main- 
s  that  the  FT  is  "far  from  disappoint- 
having  spent  Uttle  on  promotion. 
he  other  half  of  the^  T's  venture  fared 
er.  The  new  magazine,  World  Business 
'Jy ,  started  up  in  October  Basi- 
Y  an  American-angled  digest  of  busi- 
i  and  financial  news,  which  the  FT 
espondents  take  a  week  to  produce,  it 
at  first  even  printed  on  the  pink  paper 
is  theF  T's  hallmark.  ,The  Bntish  say 
ik"  although  to  American  eyes  it 
a  more  like  salmon.)  The  color  went 
lay  of  last  year  when  publisher  Louis 
3ra  ,a  native  New  Yorker)  killed  it. 
u  can't  sell  advertising  in  the  U.S.  on 
i  paper,"  says  the  weekly's  British- 
1  editor,  George  Palmer, 
idora  has  changed  more  than  the  col- 
When  I  came,  circulation  was  about 
0,"  he  says.  It  is  now  running  at 
OO  in  paid  subscriptions  and  600 
sstand  sales,  and  is  undergoing  its 
circulation  audit.  (The  magazine 
has  a  substantial  amoimt  of  "con- 
led" — i.e.,  free,  circtdation.)  Isidora 
boasts  that  one  in  four  of  his  readers 
millionaire,  perhaps  only  natural 
e  he  charges  a  lordly  S98  a  year  for  a 
icnption  jts  S30  for  Forbes  and 
50  kn  Business  Week).  World  Business 
zfy,  Isidora  says  proudly,  is  right  on 
irculation  target. 

ieanwhile,  back  in  London,  the  Fi- 
zial  Times'  profits,  once  the  pride  of 
t  Street,  have  contracted.  Ehiring  the 
half  of  1980,  they  shrank  34%,  to 
million.  In  19'^8,  before  the  new 
itions,  the  FT  grossed  S50  million 
earned  S6  million  before  interest 
'ges  and  taxes. 


Supporting  your  fortune 
is  a  Taxing  Experience  these  days. 


Never  before  has  the  job  of 
investing  personal  wealth  so 
needed  not  onh'  incisive  ana- 
lysts and  advisers  but  rigor- 
ous estate  and  tax  planning 
as  well.  No  other  financial 
institution  has  a  more  knowl- 
edgeable staff  than  U.S.  Trust 
brings  to  bear  on  '7.9  biUior. 
of  investment  accounts.  p)er- 
sonal  trusts  and  estates.  CaJ^ 
or  wTlte  Joseph  J.  Verbaro.  Jr.. 
United  States  Trust  Companv 
of  New  York.  4.5  Wall  Street. 
New  York.  New  York  1000.5. 
(212J  425-4500. 


US.Trust 


When  you  do  something  ver>'  well 

you  simply  cannot  do  it  for  e\'er\'one. 


*}llch6y-7re6man 


Think  of  the  Hickey-Freeman  suit 
as  an  investment  in  vour  future. 

Qualit>'  is  always  a  sound  in', 
that  qu;  - 
hand-sc 

distinction  o4  a  Hicke\'-Fr 


earer's  stature.  Invest  in  the  valu : 
H  :ke>--Freeman-  And  recoqni::e,  as  others 


ot:. 


-rom  the  Vanguard*  Collection. 
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Readers  Say 


Case  for  tax  indexing 

Sir:  Your  recent  article  on  inflation  in- 
dexing {Jan.  5)  was  generally  correct  in 
its  criticism  of  the  pervasive  use  of  cost- 
of-living  indexes  in  our  economy.  It 
missed  the  boat  on  income  tax  indexing. 
As  the  sponsor  of  legislation  to  index 
personal  income  taxes,  I  want  to  set  the 
record  straight. 

Your  argument  against  tax  indexing 
seems  to  center  on  the  difficulty  of  deter- 
mining an  accurate  measure  of  infla- 
tion. .  .  .  These  are  technical  problems, 
susceptible  of  solutions. 

You  also  argue  that  tax  indexing  would 
dull  our  senses  to  the  pain  of  inflation, 
making  it  even  more  difficult  to  build 
public  support  for  the  tough  measures 
needed  to  combat  it.  This  assertion  ig- 
nores the  vocal  opposition  to  inflation  of 
those  living  on  fixed  or  slowly  escalating 
incomes.  .  .  . 

And  if  the  taxpaying  public  would  be 
anesthetized  to  inflation  under  tax  in- 
dexing, who — or  what — is  anesthetized 
without  indexing?  The  federal  govern- 
ment, whose  revenues  will  rise  by 
$22.5  billion  in  calendar  year  1981 
from  personal  tax  bracket  creep  alone. 
Removing  this  from  government  has 
proven  useful — in  Canada  in  particu- 
lar— in  forcing  efforts  to  reduce  govern- 
ment spending,  a  prime  culprit  in  the 
inflationary  spiral. 
— Representative  Bill  Gradison  (R-Ohio) 
Washington,  D  C. 


Sneaky  attacks 

Sir:  Despite  what  John  Shenefield 
might  think  (Faces  Behind  The  Figures. 
Jan.  19),  no  court  has  ever  found  IBM's 
practices  to  be  "predatory."  Quite  the 
contrary,  as  several  litigants  have 
learned  the  hard  way.  I  was  not  sur- 
prised that  Mr.  Shenefield  took  a  part- 
ing shot  at  IBM.  While  at  the  Depart- 
ment of  Justice,  he  has  been  adept  at 
attacking  IBM  in  the  press  and  equally 
adept  at  avoiding  discussions  of  his 
charges  in  any  forum  where  IBM 
would  have  equal  time.  Indeed,  he  has 
refused  to  do  so  on  several  occasions — 
wisely,  in.  my  opinion. 
— Nicholas  deB  Katzenbach 
Senior  Vice  President  and 

General  Counsel, 
IBM 

Armonk,  N.  V. 


RCAs  Nipper 

Sir:  In  the  Jan.  19  article  on  Victor  Co.  of 
Japan  (JVC),  you  report  that  RCA  "re- 


tired" its  famous  "Nipper"  symbol  while 
JVC  continued  to  retain  the  mark.  "Nip- 
per" was  deemphasized  in  the  early 
1970s,  but  the  trademark  has  been  used 
continuously  on  our  records  and  other 
products. 

While  RCA  does  not  own  the  "Nip- 
per" mark  in  Japan,  we  do  own  the 
trademark  in  the  U.S.  and  in  many 
other  countries. 

— Mort  Gaffin 

Director,  Corporate  Identification 

and  Exhibits, 
RCA 

Neiv  York,  N.Y. 

Sir:  From  p.  71  of  your  Jan.  19  issue:  ".  .  . 
the  black-and-white  mongrel  who  came 
to  fame  as  RCA's  trademark.  ..." 

What  mongrel?  This  mongrel  is  a  Staf- 
fordshire bull  terrier,  an  ancient  and  hon- 
ored breed. 

—Edwin  II.  Weitzen,  M.D. 
Silver  Spring,  Aid. 


According  to  RCA.  Nipper  is  a  fox  terrier 
(from  the  original  painting) — Ed. 


Bright  future? 

Sir:  After  reading  your  summary  of  the 
household  goods  industry  (Jan.  5),  I  felt 
compelled  to  express  the  far  more  opti- 
mistic outlook  that  we  view  for  major 
appliances.  The  number  of  households  is 
a  greater  determinant  for  major  appliance 
purchases  than  the  number  of  persons. 
Households  totaling  80  million  today  are 
projected  to  reach  97  million  by  1990. 

While  replacement  sales  do  represent  a 
majority  of  sales  in  the  industry  and  while 
they  are  somewhat  postponable  in  the 
short  term,  the  millions  of  units  sold  in 
the  1960s  and  early  1970s  constitute  a 
large  and  inevitable  opportunity  during 
the  1980s.  Replacement  demand  will 
recover  as  the  economy  recovers. 
Bright  spots  for  the  industry  also  in- 
clude the  fact  that  the  number  of  wom- 
en in  the  work  force  has  increased  from 


43%  in  1970  to  51%  today  and  will 
ceed55%  by  1990.  : 
Our  view  of  an  industry  that  produ] 
and  sold  just  under  25  million  major 
pliance  units  in  1980  and  that  we  fc 
cast  will  ship  39  million  units  in  1991 
indeed  bright. 
—Jack  D  Sparks 
Executive  Vice  President, 
Whirlpool  Corp. 
Betitoti  Harbor.  Mich 


Quick  action 

Sir:  Re  the  editorial  suggesting  I  be 
tained  as  Ambassador  to  Japan  r'/-"«c7  c 
Comment,  Jan.  19).  I've  always  kno 
you've  gotten  things  done  before  tl 
happened,  but  your  endorsement  one  > 
and  the  President-elect's  decision 
next  day — well! 

I  will  continue  to  do  my  best  fo 
strengthening  of  our  relationship  v\ 
Japan  on  a  sound,  equitable  and  mutu; 
understanding  basis. 
— Mike  Mansfield  | 
U.S.  Ambassador  to  Japan,  i 
Embassy'  of  the  U.S.  of  America 
Tokyo.  Japan 


Sir: 


Futures  markets 

In  your  article   "Step  right 


folks  ..."  (Jan.  19),  I  was  parti  cuh 
interested  in  the  statement  "Some  pec 
claim  the  futures  market  is  a  good  pi 
for  individuals  to  hedge  against  inflati 
That's  like  saying  skydiving  helps  \ 
vent  the  aches  and  pains  of  old  age." 

I  am  a  45-year-old  skydiver  and  it  d 
indeed  prevent  the  aches  and  pains  of 
age.  What  makes  you  think  it  does  no 
—Jay  H  Lehr,  Ph  D 
Executive  Director, 
National  Water  Well  Association 
Worthington.  Ohio 

Sir:  .  .  .  Hot  air  appears  to  be  the  o 
commodity  of  which  the  writers  h| 
any  knowledge. 
— Breut  Slay 
Grand  Rapid-i.  Mich 


Comely  but  irrelevant? 

Sir:  1  have  five  daughters  and  I  ho) 
never  see  any  of  them  uncombed 
unpressed,  irrelevantly  featured  by 
with  some  old  fool  in  a  business  m; 
zine  (Fact  and  Comment.  "Farrah  Fau> 
Better  Watch  Out, "  Feb.  2) . 
—J  O  Fletcher 
Amherst.  N  Y 
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I  IN  THE  FRONT. 
B  IN  THE  BACK. 


Compare  the  relative  mer- 
its of  today's  family  cars, 
,and  you'll  find  that  a  trip  to 
your  relatives 
would  be  a 
lot  nicer  in  a 
Volkswagen 
Jetta. 

In  the  front, 
for  example, 
there's  room 
enough  for  a  family  of  4  to  ac- 
tually stretch  out  and  enjoy  the 
ride. 

In  back,  there's  a  trunk  big 
enough  to  handle  8  suitcases. 
(Something  you  don't  even  get 
with  a  Rolls-Royce.) 

And  under  the  hood,  there's  a 
CIS  fuel-injected  engine  powerful 
enough  to  take  you  from  0  to  50 
in  just  9.2  seconds.  As  well  as 
around  any  trucks,  onto  any  high- 
ways and  up  any  mountains 
you  meet  along  the  way 

What's  more,  even  though  Road 
&  Track  has  said  it  "will  embar- 
rass a  lot  of  cars  costing  a  lot 
more"  with  its  performance  and 


handling,  Jetta  will  never 
embarrass  you  at  the  gas  pump. 

It  gets  an  EPA  estimated 
mpg,  40  mpg  highway  estimate. 
(Use  "estimated  mpg"  for  compar- 
isons. Your  mileage  may  vary 
with  weather,  speed  and  trip 
length.  Actual  highway  mileage 
will  probably  be  less.) 

And  it  gives  you  front-wheel 
drive,  rack-and-pinion  steering, 
all-independent  suspension  and 
classic  European  styling. 

Impressed  with  Jetta 's  relative 
merits? 

Your  relatives  will  be,  too. 

VOLKSIMDGEN 
DOES  IT 


VOLKSWAGENOF  AMCRrCA 


Freshly  prepared  foods  are  a  special  touch  of  Hyatt? 
For  reservations  at  97  hotels  worldwide  call  your  travel  planner  or  800  228  9000. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IF  MARGARET  THATCHER'S  BRITAIN  WERE  ONLY  DOING  BETTER 

one  could  feel  better  about  Conservative  economic  orthodoxy. 

REMOVE  THIS  $4  BILLION  TUMOR 


:e  of  the  last  good  things  Jimmy  Carter  did  in  addition  to 
ing  his  Presidency  was  requesting  Congress  to  omit 
gage  interest  rates  from  the  Consumer  Price  Index. 
iS  than  a  fraction  of  1  %  of  those  benefiting  from  mandat- 
st-of-living  pension  increases  buy  a  house  in  the  course  of 


the  year.  By  omitting  totally  unwarranted  mortgage  interest 
rates  from  the  price  index,  the  budget  deficit  would  be  reduced 
by  $4  biUion. 

Here's  one  no-mirrors  way  President  Reagan  can  take  a  step 
toward  that  Promised  Land  of  Debloated  Federal  Deficit. 


FEWER  TOUNG  AND  MORE  AGING 


make  it  vital  to  stop  now  federally  mandated  pension 
ases  that  exceed  hikes  in  the  cost  of  living.  In  most  every 
try  there  are  fewer  workers  coming  up  to  support  the 
asing  numbers  of  pension  eligibles.  Such  situations  are 


going  to  bring  on  what  Francis  Blanchard,  director  general  of 
the  International  Labor  Organization  in  Geneva,  calls  a  "clash 
of  generations."  For  instance,  right  now  in  Sweden,  4  million 
workers  are  supporting  over  1  million  pensioners. 


OUR  HIGHLY  INFLATED  OPINION  OF  HOW  MUCH  FOREIGN  AID 


{tend  to  other  countries  has  pernicious  results, 
e  very  phrase  "foreign  aid"  implies  we're  giving  the 
;y  away  when,  actually,  most  of  that  aid  is  in  the  form  of 
.  And  most  of  those  loans  have  been  spent  for  U.S.  goods 
iervices.  Half  of  the  principal  and  interest  on  the  $44 
n  in  such  loans  in  the  past  35  years  had  already  been 
dby  1978. 

r  "foreign  aid"  has  paid  for  a  quarter  of  our  agricultural 
lets  supplied  to  the  Third  World.  A  third  of  all  our  manu- 


factured goods  are  exported  to  developing  countries,  financed 
in  part  by  credit  attributed  to  foreign  aid. 

It's  estimated  that  1.2  million  American  jobs  now  depend 
directly  on  our  exports.  As  the  New  York  Times  pointed  out, 
"Americans  pay  the  equivalent  of  a  weekly  pack  of  cigarettes 
for  our  foreign  aid." 

By  gaining  a  bit  of  perspective  on  the  subject  the  relevant 
Reagan  administrators  should  stop  squeezing  even  more  the 
present  inadequate  sums  under  this  misleading  heading. 


LET  'EM  GAS  UP  WESTERN  EUROPE 


e  Europe — including  France  as  well  as  our  NATO 
is — is  planning  to  finance  a  $15  billion  Soviet  pipeline  to 
it  natural  gas  from  Siberia. 

:ause  this  Western-financed  pipeline  (3  times  the  length 
r  Alaskan  one)  would  eventually  make  it  possible  for  the 
;ts  to  supply  5%  of  Western  Europe's  energy  needs,  some 
s  here  are  objecting  that  this  would  give  the  U.S.S.R.  the 
r  to  blackmail  NATO. 


Nonsense. 

It  simply  adds  another  string  to  Western  Europe's  energy 
lifeline.  Right  now,  each  of  these  countries  has  its  energy 
jugular  in  the  hands  of  a  couple  of  OPECers  where  uncertain- 
ties and  Crazies  abound. 

An  additional  source  of  supply  of  5%  does  not  create  depend- 
ence so  much  as  it  provides  a  greater  degree  of  negotiating 
independence  with  present  sources  of  vastly  varying  reliability. 
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BACK  TO  RESEARCH  WHERE  THE  PRODUCT  IS  THE  BT  PRODUCT 


Extracts  from  extemporaneous  remarks  made  by  Malcolm 
Forbes  Sr.  to  the  New  York  Academy  of  Medicine  sympo- 
sium, "The  Academic  Physician:  An  Endangered  Species." 

You  are  focusing  on  the  problem  of  encouraging  others  to 
dedicate  their  lives  to  not  very  remunerative  but  mentally 
rewarding  medical  research  for  the  public  weal.  It's  a  great 
objective,  though  one  isn't  sure  how  many  here  practice  it. 
But  all  agree  it's  to  be  encouraged. 

When  I  graduated  about  40  years  ago,  a  famed  college 
dean,  Princeton's  Christian  Gauss,  addressed  our  class — he 
was  then  an  elder  statesman  in  his  field — and  he  began  by 
advising,  "When  you  entered  here  you  not  only  didn't  know 
anything,  you  didn't  even  suspect  anything." 

That's  not  the  problem  presently  with  the  young  that  you 
are  hoping  will  go  into  medical  research.  With  today's 
undergraduates,  and  certainly  with  those  that  have  any 
inclination  to  go  into  medicine,  it's  not  that  they  don't 
suspect  anything — it's  that  they  suspect  everything,  par- 
ticularly the  answers  and  conclusions  that  you  older  genera- 
tions have  arrived  at.  You  no  sooner  accept  some  medical 
truth  than  some  young,  bright  guy  comes  along  and  proves 
it  wrong,  proves  that  some  long  accepted  theory  no  longer 
holds  up.  There's  constant  disillusionment  in  medicine. 

Catchword 

You've  been  talking  about  how  to  attract  the  new,  young 
doctors  who  can  be  turned  on  by  the  excitement  of  research 
and  what  they  get  from  that.  Here  are  tidings  of  great  joy: 
We  are  on  the  eve  of  research  coming  back  into  vogue. 

The  generic  term  these  days  is  "the  reindustrialization  of 
America."  They  are  actually  talking  about  getting  some- 
body back  into  the  lab  to  find  out  how  come  we  never  came 
up  with  an  engine,  as  Honda  did,  for  a  car  that  doesn't 
pollute  at  an  unacceptable  rate. 

"The  reindustrialization  of  America"  is  a  current  politi- 
cal catchword.  Back-to-the-labs  has  now  been  taken  up  by 
politicians,  and  they  are  not  the  first  to  get  the  message. 
(You  don't  succeed  in  politics  if  you  lead;  you  succeed  by 
responding.)  This  is  a  heartening  thing.  We  are  near  the 
time  when  the  glamorous  thing  to  do,  the  socially  accept- 
able thing  to  do,  will  be  to  go  back  into  the  lab. 

We  got  away  from  "pure"  research  in  American  business. 
Instead,  manufacturers  started  asking  the  customer  what  he 
wanted.  How  does  the  customer  know  what  he  wants 
except  in  terms  of  what  is  available?  He  makes  the  choice 
from  what's  available,  but  he  isn't  the  fellow  who  can  tell 
you  what  you  ought  lo  come  up  with  that  he  might  want  if 
he  had  a  choice. 

The  customer  is  the  last  to  get  the  word,  though  he  has 


the  final  word.  He  doesn't  know  what  you  can  do.  How  doesl 
he  know  that  he  wants  it  until  he  has  the  opportunity  to  say' 
you  are  on  the  wrong  track.  ...  "I  don't  want  an  Edsel" — i 
okay,  he  didn't  buy  it.  The  point  is  that  out  of  the  laboratory!; 
has  to  come  our  future — whether  it's  in  health  or  all  th^ 
other  things  involved  in  living.  ij 

Tomorrow's  Profits  I 

Just  out  of  college,  I  ran  a  weekly  newspaper  in  Lancas-! 
ter,  Ohio,  where  the  biggest  employer  was  Anchor  Hock- 
ing Glass.  They  took  my  father  and  me  through  theil! 
laboratory,  and  the  then  head  of  that  company,  who  also 
founded  it,  took  us  into  a  room  and  explained:  "We  rarely 
show  this  to  anybody,  because  what  we  have  in  here  are 
products  that  five  years  from  now  will  account  for  80%  of; 
our  sales.  None  are  things  that  we  are  making  now."  ] 

This  glass  company  in  Ohio  hadn't  gotten  away  from  the| 
point  that  the  search  for  "why  the  grass  is  greener"  is  where! 
business  is  at,  where  profitability  is.  They  were  into  re- 
search. Sure,  it  was  unproductive  at  times,  but  they  knew 
what  they  were  about;  they  knew  that  they  were  not  going 
to  be  selling  tomorrow  what  they  were  making  today. 

This  country  has  now  discovered  we're  behind  techno- 
logically in  some  areas.  But  we  are  not  going  to  stay  behind. 
We  have  all  the  resources,  all  the  young  people  who  are 
eager.  And  we  have  an  improving  "climate"  for  rewarding 
discovery  these  days.  j 

All  this  relates  to  what  we  are  talking  about  in  terms  of 
the  reindustrialization.  We  want  to  get  back  up  to  the  top. 
We  have  the  motivation.  We  have  the  incentive.  We  have 
the  brains.  We  have  a  renewed  sense  of  direction.  The  most 
debilitating  thing  in  the  world  is  success.  .Success  is  the  only 
thing  nobody  can  stand  very  long  and  it  did  much  to  create 
our  current  problems. 

The  only  immutability — as  you  all  know  more  than  any- 
body else — is  change.  It's  the  one  thing  that  is  unchanging. 
And  change  comes  out  of  "pure"  research — that  guy  pursu- 
ing something  that  promises  nothing  specific,  where  a 
product  is  merely  a  by-product. 

This  is  what  America  has  gotten  away  from. 

There's  excitement  and  national  attention  again  on  re- 
search. We're  back  in  the  business  of  seeing  if  we  can't 
come  up  with  one  answer  out  of  one  hundred  attempts.  It's 
back  to  the  Edison-type  experimenting  with  goldenrod  and 
a  million  other  things  and  coming  up  with  a  substitute  for 
rubber. 

In  short,  I  think  you  are  on  a  winning  track. 
I  thank  you  for  the  chance  to  talk  to  people  whom  I 
usually  have  to  pay  if  they're  to  listen. 
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"SHOW  AND  TELL" 


has  been,  in  all  probability, 
e  time  since  any  of  us  carried 
ething  to  school  for  Show  and 
.  It's  my  recollection,  though, 

it  was  one  of  the  more  exciting 
of  homework  in  those  very  ear- 
ays,  when  going  to  school  was 
considered  fun. 

lat   impression   was  renewed 
n  we  saw  the  glee  with  which 
granddaughters  greeted  delivery 
lis  giant  replica  of  the  traditional  Ticonderoga  pencil.  They 
d  hardly  wait  for  Monday's  school. 

s  continually  amazing  how  a  combination  of  imaginative 
nuity  and  the  desire  to  be  in  business  for  oneself,  to  do 
s  thing,  can  combine  to  create  new  products  and  ser- 

LET  YOUR  CHILDREN  GO 

if  you  want  to  keep  'em. 


vices — things  needed  m  needless.  A  couple  of  young  New 
Yorkers  founded  Pop  Eye,  which  creates  such  to-scale,  humor- 
ously huge  Crayolas,  paper  clips,  kitchen  utensils  and  the 
like — reminders  that  among  the  essentials  in  life  are  things  of 
fun  and  joy,  no  matter  how  unutilitarian. 

PARENTS  AND  OFFSPRING 

are  usually  closer  in  appearance  than  in  thought. 


IT  COULD  BE  A  GREAT  DECADE 


By  M.S.  Forbes  Jr. 


Understandably  everyone  is  focus- 
ng  on  the  problems  Mr.  Reagan  faces, 
mt  we  shouldn't  let  these  blind  us  to 
:he  enormous  opportunities  that  lie 
ihead.  A  number  of  factors  are  com- 
ng  together  that  could  make  the 
Eighties  a  fruitful  period  indeed. 

Public  opinion.  There's  been  a 
;reat  change  in  people's  attitudes 
ibout  government,  a  change  which 
irst  became  perceptible  in  the  politi- 
;al  arena  in  the  mid-1970s  and 
cached  a  crescendo  with  last  Noveni- 
)er's  Republican  sweep.  Few  people 
oday  believe  that  more  government 
)rograms  can  solve  our  problems, 
rhat  won't  make  cutting  back  the 
)udget  any  easier,  but  it  will  certainly 
educe  future  pressure  for  the  kinds  of 
egislation  that  put  Washington 
spending  out  of  control  in  the  first 
)lace.  And  we  won't  be  so  quick  to 
;ive  regulators  such  a  free  hand  either. 

Economics.  There's  been  a  major 
switch  here  as  well.  The  Keynesian 
logma  of  tax  and  spend  has  been  thor- 
)ughly  discredited.  The  cutting  edge 
)f  Reagan's  economic  policy  will  be 
)rovided  by  people  who  believe  that 
ncentives,  rather  than  budget  deficits 
)r  austerity,  are  the  answer  to  reviv- 
ng  healthy  economic  growth.  The 
'stimulus"  will  come  from  makmg  it 
worthwhile  for  people  to  earn  more, 
;o  invest,  to  innovate.  This  will  be 
ichieved  by  sharply  reducing  margin- 
il  income  tax  rates,  liberalizing  depre- 
cation schedules,  by  less  counterpro- 


ductive regulation  and  by  better  con- 
trol of  the  budget. 

Technology.  There  are  a  whole 
host  of  technological  breakthroughs 
in  microprocessors,  in  medicine  and 
numerous  other  areas.  These  will 
boost  our  productivity.  They  will  af- 
fect us  in  ways  that  we  cannot  now 
fathom,  just  as  no  one  could  foresee 
what  computers  or  copiers  in  their 
infancy  would  bring.  We're  once  again 
beginning  to  realize  the  importance  of 
research  and  development. 

Energy.  Some  readers  may  remem- 
ber the  old  wheeze  that  the  U.S.  and 
Britain  did  Germany  and  Japan  a  favor 
by  bombing  them  out  during  World 
War  II.  That  enabled  them  to  put  in 
the  most  modem  plant  and  equip- 
ment, giving  them  a  leg  up  on  the  rest 
of  us.  Right  now,  we're  all  aware  of 
the  huge  adjustment  problems  the  en- 
ergy crisis  is  creating  for  us.  What 
tends  to  get  overlooked  is  that  it's 
forcing  us  to  modemize  our  capital 
stock.  We're  feeling  the  pain  now,  but 
there'll  be  a  payoff  in  the  years  ahead. 

Despite  its  inauspicious  start,  the 
1980s  could  end  up  becoming  one  of 
our  more  productive  decades. 

SAVE  THE  PENSIONS 

Assets  of  private  pension  plans  are 
burgeoning  (about  $500  billion  are  in 
the  top  1,000  funds),  and,  not  surpris- 
ingly, these  pools  are  attracting  more 
and  more  attention  from  politicos  and 
other  outsiders  who  think  they  should 
have  something  to  say  about  how 
some  of  that  money  is  invested.  Now 


that  Washington  is  less  likely  to  fi- 
nance their  pet  projects,  they  will 
look  more  and  more  to  tapping  pri- 
vate plans. 

Resisting  such  assaults  will  be  a  ma- 
jor task  for  pension  fund  managers  in 
the  years  ahead. 

For  instance.  Senator  John  Chafee 
(R-R.I.),  chairman  of  the  Senate  sub- 
committee on  private  pension  plans, 
is  scheduling  hearings  on  how  pen- 
sion assets  are  invested.  This  is  no 
fact-finding  mission:  Chafee  thinks 
pensions  should  put  more  money  into 
such  economically  depressed  areas  as 
the  Midwest  and  the  Northeast.  The 
Senator  finds  it  offensive  that  a  fund 
of,  say,  a  Rhode  Island  company 
might  invest  in  an  outfit  that  has 
plants  in  the  Sunbelt. 

Pension  plans  have  one — and  only 
one — specific  purpose:  to  provide  pen- 
sions to  retirees  and  future  retirees. 
They  are  not,  and  should  not  become, 
political  honey  pots. 

Forcing  pensions  to  invest  in  low- 
retum  projects  not  only  jeopardizes 
benefits  for  future  retirees  but  also 
puts  an  enormous  strain  on  the  com- 
pany providing  the  plan.  The  com- 
pany obviously  has  to  set  aside  less 
money  for  a  plan  earning  a  high  return 
than  for  a  plan  earning  a  low  one. 

If  Senator  Chafee  and  his  ilk  think 
they  have  some  bright  ideas  for  social 
programs,  they  should  turn  to  the 
proper  source:  government. 

The  Chafee  assault  will  probably  be 
deflected  for  now.  But  it  is  the  harbin- 
ger of  more  to  come. 


'ES,  MARCH  2,  1981 


21 


BOOKS 


SEAFARM 


Seafarm — by  Elisabeth  Mann  Bor- 
gese  (Harry  N.  Abrams,  Inc.,  $35).  If 
the  50%  to  66%  of  our  world's 
people  who're  seriously  undernour- 
ished are  to  be  adequately  fed,  aqua- 
culture  has  to  do  the  job.  "It  costs 
half  as  much  to  produce  a  ton  of 
protein  from  fish  as  from  beef;  fish 
requires  a  third  as  many  man-hours 
to  process  as  pork. "  A  persuasive  as  well  as  handsome  documen- 
tation of  the  how,  why,  where  and  when  of  sea  farming. 

Excerpt:  One  country  alone.  China,  produces  almost  half  of 
the  total  amount  offish  farmed  in  the  world.  The  Chinese  grow 
over  2  million  tons  of  fish  every  year  One  and  a  half  million 
people  are  employed  in  fish  farming. 

Self  Portrait  With  Friends— by  Cecil  Bea- 
ton (Times  Books,  $17.50).  You'd  think 
these  selections  from  the  1922-74  diaries 
of  Cecil  Beaton  would  be  titillating  if  not 
scintillating.  Britain's  most  famed  Royal 
and  fashion  photographer,  set  and  cos- 
tume designer,  and  playwright,  who 
knew  Everybody,  commits  here  his 
Crowd's  cardinal  sin.  He's  boring. 

Excerpt:  Queen  Frederica's  [of  Greece j  vegetarianism  started 
because  she  had  seen  so  much  suffering,  and  did  not  wish  to 
inflict  more  on  animals,  fish  or  anything  that  loved  its  mother. 

The  Provocateur — by  Rene- Victor  Pil- 
hes  (Harper  &.  Row,  $10).  Prize-winning 
former  bestseller  in  France,  this  is  billed 
as  "a  brilliant  satire  of  corporate  life 
and  the  economic  mystique  that  domi- 
nates our  world."  It's  278  pages  of  junk 
that  reads  as  though  it  rolled  from  the 
typewriter  of  a  junkie.  If  this  is  what 
the  French  think  business  is  like  and 
about,  no  wonder  40%  of  'em  are  Red. 
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Excerpt:  "I'll  teach  you  international  management  and  the 
manipulation  of  capital,  but  you  already  have  as  much  hatred 
of  humanity  as  I,  the  taste  for  tyrannical  power,  and  for  you 
as  for  me,  men  are  no  more  than  wooden  posts:  fields  no  more 
than  plots  of  earth  that  produce  grass;  mountains  simply 
rocks  and  minerals;  the  sea  has  never  been  anything  but  a 
reservoir  of  salt,  of  energy,  of  fish,"  [said  the  president  of 
Rosserys  Mitchell  International]. 


The  Face  of  Lincoln — compiled 
and  edited  by  James  Mellon  (Viking 
Press,  $75).  One  hundred  and 
twenty  impressively  reproduced 
Lincoln  photographs  in  sequence 
with  his  words  uttered  around  the 
same  time.  The  combination 
makes  our  greatest  President  flesh 
and  blood. 
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Reflections  Without  Mirrors — by  Louis 
Nizer  (Doubleday,  $10.95).  Louis  Nizer's 
trial  lawyer  fame  equals  that  of  his  many 
renowned  clients.  This  volume,  which 
was  read  by  everybody  but  me  when  it 
appeared  two  years  ago,  is  a  fascinating 
collection  of  reflections  and  keen  obser- 
vations. If  you,  too,  haven't  yet,  read  it. 

Excerpt:  Adlai  Stevenson  might  have 
lived  had  he  been  President.  Even  more  poignant  is  the  virtu 
certainty  that  John  R  Kennedy  would  be  alive  today  if  Ste 
enson  had  not  withdrawn  as  a  candidate  in  1960.  So,  fate  is 
grimaced  visage.  Both  men  might  have  lived  had  they  be> 
defeated  in  their  purpose.  Both  died  when  they  succeeded. 

Essays  in  Idleness:  The  Tsurezuregusa 
of  Kenko — translated  by  Donald  Keene 
(Columbia  Univ.  Press,  $15).  This  pains- 
taking resurrection  of  the  observations 
of  a  Japanese  philosopher  are  painfully 
dull,  undiscerningly  trite.  Why  Colum- 
bia University  bothered  is  beyond  me. 

Excerpt:  We  cannot  live  forever  in  this 
world;  why  should  we  wait  for  ugliness 
to  overtake  us^  The  longer  man  lives, 
the  more  shame  he  endures.  To  die,  at  the  latest,  before  oi 
reaches  forty,  is  the  least  unattractive.  Once  a  man  passes  th 
age,  he  desires  (with  no  sense  of  shame  over  his  appearance} 
mingle  in  the  company  of  others.  In  his  sunset  years  he  dotes  c 
his  grandchildren,  and  prays  for  long  life  so  that  he  may  5. 
them  prosper.  His  preoccupation  with  worldly  desires  gro\ 
ever  deeper,  and  gradually  he  loses  all  sensitivity  to  the  beau 
of  things,  a  lamentable  state  of  affairs. 


Henri  Cartier-Bresson:  Photographer — foreword  by  Yv 
Bonnefoy  (Little,  Brown  Co.,  $49.95).  One  hundred  and  fifl 
five  superbly  done  duotones  of  the  greatest  pictures  of  tl 
greatest  photographer.  Full  value  for  the  high  price. 


The  Third  Wave— by  Alvin  Toffler  (Wil- 
liam Morrow  &  Co.,  $14.95).  I'm  glad  this 
sparkling,  provocative  look  at  where  we're 
at  and  where  we're  headed  is  a  bestseller. 
It'll  stretch  your  thinking  about  living, 
investing,  surviving — and  the  future  is  apt 
to  prove  Mr.  Toffler  wasn't  all  that  far  off, 
all  that  far  out. 

Excerpt:  Second  Wave  thinkers  con- 
ceived of  the  human  species  as  the  culmi- 
nation of  a  long  evolutionary  process;  Third  Wave  thinke 
must  now  face  the  fact  that  we  are  about  to  become  t. 
designers  of  evolution.  Evolution  will  never  look  the  same. 
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ic  for  Chameleons — by  Truman  Ca- 
(Random  House,  $10.95).  It's  always  a 
tion  of  who  wrings  whose  neck  first — 
Dte,  or  those  he  writes  about  or  the 
cs  who  vivisect  whatever  he  gives 
1  to.  A  languid  pose  hyped  his  first 
'.I's  fame,  but  his  brilliant  prose,  the 
:p,  scope  and  multif  aceted  style  of  his 
cs  make  us  hope  his  neck  stays  strong. 

rpt:  There  I  was  like  a  fool,  deep  in  the  Mojave,  hauling  a 
■pound  knapsack  and  sweating  until  there  was  no  sweat 
e  .  .  .  nothing  but  sand  and  mesquite  and  this  boiling  blue 
.  .  .  Now  and  then  cars  passed,  but  I  might  as  well  have 
>  invisible.  I  began  to  feel  sorry  for  myself,  to  understand 
t  it  means  to  be  helpless,  and  to  understand  why  it's  a 
'  thing  that  Buddhists  send  out  their  young  monks  to  beg. 
hastening.  It  rips  off  that  last  layer  of  baby  fat. 


HOPPING 
SMART 

The  only 
consumer 
in  guitte 
ytull  ever 
-  neeil 
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Shopping  Smart— by  John  Stossel  (G.P. 
Putnam's  Sons,  $9.95).  In  a  couple  of 
hundred  pages  the  author  packs  suffi- 
cient commonsense  shopping  sugges- 
tions— including  specifics — to  save  ev- 
ery reader  headaches,  heartaches  and 
multiple  bucks. 


Excerpt:  Machines  .  .  .  that  vibrate  and 
jiggle  your  fat  do  absolutely  no  good. 
The  only  machines  that  help  you  lose 
ht  or  tone  up  are  ones  that  require  you  to  do  the  straining. 

odiscovery:  Masterworks  of 
ography  1840-1940— by  Bruce 
ard  (Harry  N.  Abrams,  Inc., 
).  Here's  a  rara  avis  among  the 
ommon  genre  of  lavish  photo- 
lic  books.  Two  hundred  and 
een  photos  you've  never  seen, 
:  in  days-of-yore  techniques 

you  and  I  are  unlikely  to  be 
liar  with.  Writes  the  author:  "I 

particularly  responded  to  pic- 
>  that  do  not  seem  typical  of  their  time  and  seem  to 
hadow  our  own  pictorial  sensibility.  The  collection  covers 
different  possibilities  of  photography  demonstrated  up 
I  1940."  For  anyone  into  pictures,  here's  a  treasury. 

The  Pope  of  Greenwich  Village — by 

Vincent  Patrick  (Pocket  Books,  $2.75). 
I  don't  know  anybody  smce  the  days  of 
Damon  Runyon  who  better  gets  into 
the  hearts-of-gold  Bad  Guys  who  con- 

  stantly  mess  up  or  get  enmeshed  in 

M  their  efforts  at  Crime.  This  book's  an 
f  ^  %f  '3k  "Jii^dulturated  delight. 
\  f.  ^  Excerpt:  "Some  sixteen-year-old 
comes  down  the  street  on  a  bicycle 
yanks  a  pocketbook  off  a  woman's  shoulder  I  was 
be  two  hundred  feet  down  the  block.  I  just  waited  until 
•as  near  me — then  I  just  kicked  the  side  of  his  bike.  The 
her  took  a  belly  whopper  By  the  time  I  got  the  pocket- 
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book,  this  broad  is  next  to  me.  She  looks  like  she  should  be 
running  an  art  gallery  up  on  the  East  Side.  One  of  her  arms  is 
scraped  from  her  wrist  to  her  elbow,  and  the  knees  of  her 
pantyhose  are  totally  gone.  The  handbag  was  worth  a  hun- 
dred and  fifty — forget  what's  inside  it.  She's  hollering  at  me. 
I'm  a  racist  bastard  and  look  what  I  did  to  this  black  child — / 
didn't  have  to  knock  him  over.  She  stood  in  the  middle  of  the 
street  with  both  knees  and  an  elbow  bleeding — in  worse 
shape  than  the  perpetrator — asking  me  don't  I  know  this 
crime  was  caused  by  social  conditions. 

"I  ended  up  at  a  review-board  hearing.  The  WASP  brought 
me  up  on  excessive-force  charges.  The  kid  saved  me.  They 
called  him  in  as  a  witness.  The  kid  shrugged  and  said  he  didn 't 
think  I  used  too  much  force;  it  was  the  only  way  I  could  stop 
him.  Here's  a  sixteen-year-old  snatching  purses  on  a  bike,  had 
more  common  sense  than  this  Gramercy  Park  [damef  with 
some  stockbroker  husband  knocking  down  a  hundred  thou- 
sand a  year.  It's  crazy  out  there,  Corliss.  It's  crazy. " 
Saved! — The  Story  of  the  Andrea 
Doria — by  William  Hoffer  (Bantam, 
$2.75).  No  sea  disaster  has  ever  had 
better  TV  coverage,  but  this  postmor- 
tem by  the  coauthor  of  Midnight  Ex- 
press somehow  lacks  the  reality's  dra- 
ma and  doesn't  develop  any  clear  un- 
derstanding of  the  hows  and  whys  two 
radar-equipped,  super  Atlantic  passen- 
ger liners  managed  their  lethal  crash. 

Excerpt:  But  the  Italian  captain  did 
not  share  [other  ships']  messages  with  his  passengers.  He 
knew  the  rescue  ships  were  small  and  he  was  afraid  to  raise 
the  passengers'  hopes  fajsely.  Calamai  ordered  flares  shot 
from  the  bridge.  It  was  1:08  a.m.  Two  hours  had  passed  since 
the  collision.  Frank  Clifton,  an  alderman  from  Toronto,  saw 
several  crewmen  climbing  into  a  lifeboat.  Instinctively  he 
joined  them  in  the  boat.  As  the  craft  pulled  away,  he  counted 
40  crewmen  in  the  boat.  There  were  only  four  passengers, 
including  himself,  yet  there  were  dozens  of  empty  seats. 

^  I     Winter      Dreams — by      Jay  Martin 

WINTER  (Houghton  Mifflin  Co.,  $10.95).  Yet  an- 
other American  who  taught  a  while  in  a 
Moscow  university  passes  on  his  observa- 
tions, and  tells  of  experiences  that  some- 
times stretch  the  reader's  credulity  a  bit. 

Excerpt:  "That's  the  way  it  is  in  the 
Soviet  Union,  [said  a  Russian  writer]. 
Everyone's  a  criminal.  To  do  more  than 
merely  survive  a  person  requires  use  of  the  black  market  and 
access  to  foreign  currency.  He  must  gain  and  use  influence 
and  bribe  in  small  but  illegal  ways." 

Executive  Style — by  Judith  Price  (The 
Linden  Press,  $19.95).  Author  Judith 
Price  is  the  attractive  dynamo  who 
publishes  Avenue,  and  this  colorful 
volume  pictures  executive  offices  and 
furnishings  that  she  considers 
"achieve  success  through  good  taste 
and  design." 

Excerpt:  Your  office  should  be  a  happy  and  comfortable 
place  .  .  .  a  haven.  Management  experts  estimate  that  execu- 
tives spend  twice  as  many  of  their  waking  hours  in  their 
offices  as  they  do  in  their  homes. 
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Other  Comments 

Often  comments  hy  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  's  mind.-MSh 


British  Illusions 

If,  during  recent  years,  wc  have  in  Brit- 
ain done  so  much  less  well  than  we 
might  have  done,  it  is  not  because  we  are 
bad  or  incompetent,  but  because  a  layer 
of  illusion  has  smothered  our  moral 
sense.  Let  me  list  a  few  of  the  illusions 
which  have  blinded  us: 

The  illusion  that  government  can  be  a 
universal  provider,  and  yet  society  still 
stay  free  and  prosperous. 

The  illusion  that  government  can  print 
money,  and  yet  the  nation  still  have 
sound  money. 

The  illusion  that  every  loss  can  be  cov- 
ered by  a  subsidy. 

The  illusion  that  we  can  break  the  link 
between  reward  and  effort,  and  still  get 
the  effort. 

The  illusion  that  basic  economic  laws 
can  somehow  be  suspended  because  we 
are  British. 

— Prime  Minister  Margaret  Thatcher 

Worldly  Defilement 

Hsu  Yu  [a  famous  hermit  of  Chinese 
legend]  owned  not  a  single  possession. 
When  the  Emperor  Yao  indicated  his  in- 
tention of  abdicating  in  Hsu  Yu's  favor, 
the  latter  washed  his  ears,  feeling  they  had 
been  defiled  by  this  mundane  proposal. 

— Essays  in  Idleness: 
The  Tsurezuregusa  of  Kenko 

Kahn  Pins  Culprit 

Including  the  purchase  and  mortgage 
costs  of  new  houses  in  an  index  of  con- 
sumer prices  grossly  distorts  the  picture 
of  what  has  happened  to  workers'  cost  of 
living,  and  therefore  to  their  real  earn- 


ings. .  .  .  Here  is  the  difference  this 
would  make.  The  whole  October  C.P.I, 
showed  an  increase  at  a  12.7%  annual 
rate;  witht^ut  mortgage  interest  it  was 
8.7%.  .  .  .  Excluding  used  cars,  for  simi- 
lar reasons  ...  for  October,  the  annual 
rate  was  4.9% ! 

— Professor  Alfred  E.  Kahn, 
former  chairman  of  the 
Council  on  Wage  &.  Price  Stability 

One-Third  of  a  Nation 

Nearly  one-third  of  the  population — 
some  70  million  people — have  major 
parts  of  their  income  adjusted  upward 
when  the  cost  of  living  increases.  Includ- 
ed are  Social  Security  and  food-stamp 
recipients,  retired  government  employ- 
ees. The  percentage  of  union  workers 
with  cost-of-living  clauses  under  major 
contracts  has  jumped  from  28%  to  57% 
since  1970. 

—U.S.  News  et)  World  Report 

Sad  Premonition 

About  ten  days  ago  I  retired  very  late.  I 
could  not  have  been  long  in  bed  when  I 
fell  into  a  slumber  and  soon  began  to 
dream.  There  seemed  to  be  a  death-like 
stillness  about  me.  Then  I  heard  subdued 
sobs,  as  if  a  number  of  people  were  weep- 
ing. I  wandered  downstairs,  but  the 
mourners  were  invisible.  I  went  from 
room  to  room,  the  same  mournful 
sounds  met  me  as  I  passed.  ...  I  arrived 
at  the  East  Room,  which  I  entered.  There 
I  met  with  a  sickening  surprise.  Before 
me  was  a  catafalque,  on  which  rested  a 
corpse  wrapped  in  funeral  vestments. 
Around  it  were  stationed  soldiers  who 


'I've  done  it!  A  substitute  for  health  food." 


were  acting  as  guards;  and  there  was 
throng  of  people,  some  gazing  moumfull 
upon  the  corpse,  whose  face  was  coverei 
others  weeping  pitifully.  "Who  is  dead  i| 
the  White  House?"  I  demanded  of  one  i 
the  soldiers.  "The  President,"  was  hj 
answer;  "he  was  killed  by  an  assassin! 
Then  came  a  loud  burst  of  grief  from  tlj 
crowd,  which  awoke  me  from  my  dreaii 
I  slept  no  more  that  night;  and  although  I 
was  only  a  dream,  I  have  been  strange! 
annoyed  by  it  ever  since. 

— Lincoln,  in  his  last  day 
to  Ward  Lamon  and  other  guests  at  th 
White  House,  The  Face  of  Lincol 


I  lUce  economists  better  thai 
so-called  foreign  policy  en 
perts,  people  like  me.  That': 
because  economists  are  thi 
only  specialists  I  know  wh* 
are  more  difficult  to  under 
stand  and  more  often  wron* 
than  we  are. 

—Leslie  Gelb,  formerly  with  tb 
Department  (rf  Stal 


Country  vs.  Golf  Club  | 

The  rooms  at  a  country  club  will  hsi\ 
been  done  by  an  amateur  decorator,  usi 
ally  the  wife  of  the  chairman  of  th 
House  Committee.  .  .  .  The  furnitui 
will  be  pecan,  or  imitation  pecan,  and  a 
of  it  upholstered  in  apricot  Corfam.  . 

The  rooms  of  a  golf  club,  by  contras 
will  be  stripped  to  the  bare  essentials  . 
a  cot  with  an  army-surplus  blanket, 
bureau  from  Montgomery  Ward's.  . 
To  amuse  yourself,  there  will  be  a  I9( 
issue  of  Forbes  magazine. 

— Charles  Price,  Golf  Magazii 


Even  Novels  Are  Better 

Novels  used  to  be  written  about  soc 
ety.  Novels  are  now  written  abo) 
clothes,  cloacae,  terrorism,  epistemolog 
and  structural  linguistics,  although  eva 
those  novels  are  to  be  preferred  to  moii 
general  nonfiction:  "How  I  Lost  Weigl| 
and  Found  God  in  the  Bermuda  Triangle) 
—critic  John  Leona< 

Fairbanks  Jr.  &  Eunuchs 

Noel  Coward  used  to  warn  me,  "B' 
ware  of  facility."  I  do  a  lot  of  thinj 
modestly,  but  I  never  became  more  tha 
promising,  because  there  was  too  much 
could  do.  On  the  piano,  I  play  thre 
pieces  and  then  it's  a  lot  of  broken  fii 
gers.  I  still  draw,  but  not  enough  so 
looks  the  way  I  want  it  to  the  first  tim 
.  .  .  It's  like  eunuchs.  They  know  what  l 
do,  but  can't  do  it  themselves. 

— Douglas  Fairbanks  Jr.,  in  1 
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Ve've  carved  a  name  for  quality. 

irving  a  name  for  ourselves  in  the  desert  soil  terested  in  the  quality  of  their  work,  assemblers 
Dur  Arizona  Proving  Grounds  wasachallenge.  It  are  morecareful,  inspectors  morecritical  of  each 
Dved  to  be  a  dramatic  demonstration  of  ^^^^^  itemchecked.  Makesureit'sright...checkit! 
3  power,  precision  and  performance  of  ^^^^^F 

r  construction  equipment.  Itssuccess-  ^^^W  A  It'sworking.  An  ever  higherfevel  of  custom- 
completion  was,  in  turn,  a  demonstra-  M  satisfaction  tells  us  that.  And  so  does 
n  of  the  success  of  our  Commitment  ▼  ^^'^  ^^^^"^  sculpture,  boldly  spelling  out 
Quality®  program,  symbolized  by  the  k  ^^^B  CASEandjustaspointedlymakingastate- 
eck  mark  seen  here.                         B^^Hca  quality. 

atcommitment  was  a  massive,  pervasive  one,  Our  Commitment  to  Quality  program  helped 
iching  into  every  level  of  operation:  manage-  make  Case  the  fastest  growing  company  in  the 
jnt,  engineering,  manufacturing,  R&D,  sales  field  and  the  second  largest  construction  equip- 
d  service.  As  a  result,  engineers  are  more  in-     ment  company  in  North  America. 


Meticulous. 

A  reputation  earned  on  6  continents,  in  71  countriei 

North  American  Gateways:  New  York.  Boston.  Philadelphia.  Atlanta.  Miami.  Dallas/Ft.  Worth.  Chicago.  Los  Angel 


1123  cities  around  the  world.  0  Lufthansa 

incisco,  Anchorage,  Toronto,  Montreal.  See  your  Corporate  Travel  Department  or  your  Travel  Agent. 


FORD  ESCORT. 
BUILT  TO  TAKE  ON  THE  WORLD... 

AMD  DOING  IT. 


Outselling  every 
Import  car  line. 

When  this  ad  went  to  press,  the 
Annerican-built  Ford  Escort  was  out- 
selling every  import  car  line.* 

And  no  wonder:  Ford  engineers 
worldwide  teamed  up  to  create  this 
technologically  advanced  car 


Its  compound  valve  hemispheri- 
cal head  engine  gives  you  high 
mileage  combined  with  power  for 
freeway  driving. 

The  manual  transmission  has  a 
4th  gear  overdrive  standard.  A  new 
split-torque  automatic  is  available. 

The  body  design  is  as  aerody- 
namic as  some  sports  cars.  Special 


steel,  high-strength  steel,  reduces 
weight  without  sacrificing  solidity. 

Result:  the  compact  Escort  has 
better  gas  mileage  ratings  than  sub- 
compacts  like  VW  Rabbit,  Honda 
Accord,  Toyota  Corolla  Hatchback— 
and,  based  on  EPA  Volume  Index, 
more  interior  room,  too. 


44^^wV:(30 


EPA 
EST 
MPG- 


*Applies  only  to 
sedan  without  power 
steering  or  A/C  For 
comparison  Your 
mileage  may  differ  depending  on  speed, 
distance,  weottier.  Actual  tiwy  mileage  and 
Calif,  ratings  lower.  Excludes  diesels. 




— 

■ 

/  -V- 

j" . 

What  about  handling? 

Front-wheel  drive  gives  you  traction 
for  snow  and  wet  roads.  All-season 


steel-belted  rodiols  are  standard. 

Four-wheel  independent  suspen- 
sion smooths  the  ride,  grips  the  road. 
And  for  precise  handling,  there's 
rack-and-pinion  steering. 

Engineered  to  keep 
your  driving  costs  down. 

Escort  has  a  chassis  lubricated  for 
life,  30,000  mile  spark  plugs,  self- 
adjusting  brakes  and  clutch,  and  the! 
body  is  cothodically  electrocooted  | 
to  fight  rust.  I 

Most  Escort  models  carry  the  j 
lowest  premium  available  from  All-  | 
state  Insurance  for  any  1981  domes- 1 
tic  cor  under  their  make  and  model  ! 
rating  program.  i 

There's  a  lot  more  to  know  about ! 
Escort,  and  your  Ford  dealer  is  ready! 
to  help  you  do  it.  And,  whether  you  \ 
buy  or  lease,  don't  forget  to  ask  ] 
about  Ford's  Extended  Service  Plan.  ] 

THE  NEW 
WORLD  CAR. 


urers'  U  S,  retail  deliveries  of  Individual  car  lines 


FORD  DIVISION 


Tlie  Economy 


MONEY&  INVESTMENTS 


THE  EUROPEAN  RECESSION  WILL  BE  GOOD  FOR  US 


Bombing 
the  dollar 
is  badtf iring 


The  Europeans 
ur^ed  us 
to  stimulate 
our  economy 


Overseas 
recessions 
will  help  cure 
U.S.  inflation 


It's  no  secret  that  our  European  trading  partners  have  used  foreign 
exchange  tactics  in  recent  years  to  keep  their  energy  costs  below  ours  and 
thereby  undercut  our  pricing  on  world  markets.  But  the  benefits  of  deliber- 
ate dollar  devaluation  by  European  central  banks  are  disappearing.  The 
Europeans  are  starting  to  suffer  from  a  virtually  unstoppable  rise  in  the 
dollar. 

Because  oil  is  priced  and  paid  for  in  dollars,  when  the  dollar  began  falling 
against  their  own  currencies  in  1977,  countries  like  Germany  and  Japan 
soon  found  that  they  were  buying  oil  at  20%  to  25%  below  the  cost  of  U.S. 
oil  imports.  That's  how  much  the  dollar  declined  against  major  currencies  in 
a  little  over  two  years.  Former  Treasury  Secretary  W.  Michael  Blumenthal 
thought  a  depreciated  dollar  would  mean  higher  exports.  What  he  over- 
looked was  the  favorable  impact  of  a  lower  dollar  on  the  energy  costs  of  our 
European  trading  partners.  Result:  Our  trade  deficit  scarcely  declined. 

Foreign  businessmen  and  government  officials  were  continually  criti- 
cizing the  restrictive  U.S.  monetary  policy.  Don't  hit  the  monetary  brakes 
when  recession  is  imminent,  they  cried.  The  Fed  was  well  advised  to  ignore 
this  advice.  That  long-heralded  recession  didn't  appear  until  the  brief,  but 
deep  adjustment  in  the  second  quarter  of  1980. 

The  Fed's  tight  money  policy  drove  our  money  market  rates  to  20%  or  so 
just  when  foreign  economies  were  starting  to  slow  down.  Germany  is  now 
heading  for  a  year  of  declining  output  and  has  been  supporting  the  deutsche 
mark  heavily.  The  U.K.,  in  the  throes  of  the  Thatcher  cure,  was  already 
suffering.  Now  Italy,  France  and  even  highly  regulated  Switzerland  are 
experiencing  weakening  economies.  Normally  these  countries  would  make 
money  easier  in  order  to  lower  domestic  interest  rates  and  stimulate  their 
economies.  But  with  U.S.  money  rates  as  high  as  they  are,  that  would  only 
worsen  the  declines  of  their  currencies  and  add  to  energy  costs.  Already  the 
Iran-Iraq  war  has  added  substantially  to  their  oil  import  expenses.  The 
Europeans  have  also  lost  billions  of  dollars'  worth  of  heavy  construction 
contracts  that  had  been  signed  by  the  warring  nations.  The  severe  shortage 
of  convertible  currencies  in  East  Bloc  countries  has  also  deferred  huge 
industrial  construction  projects  for  Europe  and  Japan.  Even  barter  deals  are 
no  longer  possible  with  the  world's  economies  in  their  present  condition. 

Lower  European  demand  will  force  worldwide  commodity  prices  down. 
As  European  producers  cut  prices  to  stimulate  sales,  it  will  make  our  nonoil 
imports  from  Europe  cheaper  and  put  downward  pressure  on  U.S.  domestic 
prices  as  well.  This  is  welcome  news  indeed.  Initially,  the  combination  of 
rising  OPEC  prices,  domestic  oil  decontrol  and  the  threat  of  higher  food 
prices  due  to  real  or  imagined  inclement  weather  will  mean  higher  U.S. 
inflation.  Prices  may  rise  15%  to  20%  for  the  first  quarter  as  they  did  in  the 
first  quarter  of  1980  when  the  deep  freeze  in  the  Midwest  pushed  up  spot 
and  futures  prices.  But  with  European  recessions  applying  offsetting  down- 
ward pressure  on  prices,  the  U.S.  may  be  able  to  reduce  inflation  as  much  as 
1%  or  2%  by  year-end — -assuming  that  wage  increases  are  moderated  by 
rising  unemployment.  Add  in  termination  of  the  Iran-Iraq  war,  which  would 
relax  the  oil  squeeze,  an  easing  of  uneconomic  environmental  and  antipollu- 
tion standards,  and  a  year-end  inflation  rate  of  8%  is  within  range. 
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The  Forbes  Index 


Forbes  Index 


160 


Those  busine»men  who  want  an 

economic  slump  to  help  fight  infla- 
tion get  no  good  news  from  the 
Forbes  Index.  It  is  still  moving  up- 
ward. Components  that  posted  the 
strongest  current  showing  are  unem- 
ployment claims,  which  continued 
their  recent  decline,  and  new  orders 
for  manufactured  goods.  The  latter  are 
expanding  at  a  healthy  rate,  and  the 
ratio  of  orders  to  inventories  is  rising, 
too — another  sign  of  optimism. 


The  Forbes  Index  Components 
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Retail  store  sales  (SbiUions) 
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New  housing  starts  (thousands! 

privately  owned,  unadiusted  (Dept.  of  Commerce) 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 

composed  of  eight  equally  weighted  elements: 

Toul  industrial  production 

New  claims  for  unemployment  compensation 

The  cost  of  services  relative  to  all  consumer  prices 

The  level  of  new  orders  for  durable  goods  compared  with 

manufacturers'  inventories 

Total  retail  sales 

New  housing  starts 

Personal  income 

The  change  in  the  amount  of  consumer  installment  debt 
outsunding 

To  measure  these  eight  elements,  Forbes  momtors  11 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  is  presented  at  nght. 


Consumer  price  indexes  (1967  =  1001 

all  urban  consumers,  unadjusted  (Dept.  ot  Labor) 
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■Inventories- 
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Manufacturers  new  orders  and  inventories 

(SbillionsI  seasonally  adiusted  (Dept.  ot  Commercel 
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Personal  income  (SbiUions)  wage  and  salary  dis- 
bursements, seasonally  adiusted  (Dept.  of  Commerce) 
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Consumer  installment  credit  (Sbillions) 
total,  seasonally  adiusted  (Federal  Reserve) 
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THE  POWER  OF  RESPONSiyEI|ESS« 

For  your  next  coal-fired  power  plant,  choose  exactly  the  project  teaiii 
you  need  from  among  the  most  experienced  specialists  in  the  worick 


BECHTEL  POWER  CORPORATION 

San  Francisco    Los  Angeles    Gaithersburg    Ann  Arbolr  Houston 


Introducing  the  International  XL, 

It's  got  number  one  written  all  over  it. 


We  built  the  new  XL  Series  to  be 
the  finest  truck  in  the  fleet.  From 
the  ground  up,  it  s  a  totally  new 
machine,  with  all  the  latest 
advancements  in  truck  design. 
Compared  to  competition,  it's 
number  one  in  every  area 
that  counts. 


EFFICIENCY.  With  a  new  aero- 
dynamic cab  design.  And  an  all- 
aluminum  cab,  plus  frame,  up 
to  300  lbs.  lighter  than  compe- 
tition. Making  the  XL  the  most 
energy-efficient  truck  we've 
ever  built. 

RIDE.  A  lower  mounted  cab  and  a 
specially  designed  front-suspen- 
sion system,  guarantees  no  truck 
ride  was  ever  smoother. 


COMFORT.  With  more  cab  room. 
Cushioned  air-suspension  seats. 
Easier  shifting.  And  a  Blend-Air 
climate  control  system.  Adding  up 
to  better  driver  productivity. 

Efficiency  Ride.  Comfort. They 
make  the  new  XL  Series  the 
number  one  producing  truck  for 
the  fleet.  Talk  to  your  dealer  today 
about  buying  or  leasing  the  new 
International  XL  Series.  And  ask 
about  our  new  warranty. 


REPUBUCOFIREIAND 

The  most  profitable  industrial  location  in  Europe. 

10%  maximum  tax  on  manufacturing  profits  until  the  year  2000-a  clear  indication  of  a  consistent  and 
long-term  Government  attitude  to  industry. 

I  nA  Ir^l^nH        '^^^  ''"'sh  government's  industrial  development  agency  has  offices  in  New  York, 

nS^^^a  "evb ofSt  a^Tho**   Tel  (21 2)972-1 000;  Chicago,  Houston,  Los  Angeles,  Cleveland,  San  Francisco,  Boston. 

This  announcement  is  published  by  IDA  Ireland.  200  Park  Avenue,  New  York  10017,  which  is  registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government  o(  Ireland 

This  maler-al  is  (tied  with  the  Department  of  Justice  where  the  required  registration  statement  is  available  for  public  inspection  Registraion  does  not  indicate  approval  of  the  contents  by  the  United  Slates  Governmen 
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e  nation,  says  Ronald  Reagan,  is  in  the 
)rst  economic  mess  since  the  Depression.  To 
Oreciate  how  bad  things  are,  read  why  the 
y  is  exporting  copper  concentrate. 


America 
loses  its  metal 


By  William  Harris 

N  LATE  January  a  20,000-ton 
bulk  carrier  sailed  out  of  San 
;o  harbor  and  across  the  Pacif- 
oaded  to  the  gunwales  with 
ler     concentrate.  Anaconda 
per  Co.,  the  nation's  third-larg- 
producer,  loads  the  crushed 
into  railcars  at  its  Montana, 
ona  and  Utah  mines,  moves  it 
Ireds  of  miles  to  San  Diego  and 
ships  it  to  lapan.  The  lapa- 
smelt  the  concentrate  and 
ert  the  refined  copper  into 
,  tubing  and  sheet.  Then  they 
many  of  these  finished  prod- 
back  to  the  U.S.  for  sale  here, 
und  like  copper  colonialism'' 
bet.  The  U.S.,  once  an  indus 
giant  without  peer,  is  now  ex 
ng  a  basic  raw  material, 
lat  means  jobs  in  the  copper 
stry  are  slowly  shifting  to  Ja- 
Why?  Companies  like  Ana- 
la,    Asarco,    Kennecott  and 
ps  Dodge  are  unable,  or  per- 
unwilling,  to  modify  existing 
ters  to  meet  changing  federal 
state  air  pollution  standards, 
ion't  start  swearing  at  the  ca- 

ous  Environmental  Protection   

icy.  Managements  across  America 
Iso  at  fault,  reacting  slowly  to  fierce, 
1  subsidized  foreign  competition. 
I  though  U.S.  copper  companies  had 
0-year  lead  in  smelting  technology, 
didn't  build  new  facilities.  The  Japa- 
did. 

St  year.  Anaconda  closed  a  Montana 
ter  built  in  1905,  throwing  1,500 
le  out  of  work.  Three  other  big 
ting  operations  owned  by  Asarco, 
ps  and  Kennecott  are  on  the  brink  of 


Atiacotida  Copper  Co 's  shuttered  smelter 
A  victim  of  Japan's  superior  technology. 

shutdowns.  None  of  them  can  operate 
cleanly  and  profitably.  "America  is  re- 
verting to  the  original  undeveloped  coun- 
try," charges  an  industry  observer. 
"We're  rich  in  raw  materials,  yet  must 
ship  them  abroad  to  be  processed." 

The  U.S.  is  the  world's  largest  copper 
producer  and  has  plenty  of  ore,  but  most 
smelters  are  antiquated.  While  American 
copper  companies  arc  still  mining  at  a 
reasonable  clip,  smelting  capacity  has 
dropped  an  estimated  15%  since  1973. 


No  new  smelters  have  been  built  since 
1974,  the  year  a  Phelps  Dodge  facility  in 
New  Mexico  came  on  line  as  the  only 
state-of-the-art  U.S.  smelter. 

Meanwhile,  the  Japanese,  using  a 
clean,  energy-efficient  "flash"  process, 
have  become  major  smelters  of  copper, 
trailing  only  the  U.S.  and  the  U.S.S.R. 
Japan  hasn't  an  ounce  of  indigenous  ore, 
but  it  has  tons  of  advanced  technology. 

Does  it  really  matter  if  U.S.  smelters 
are  inferior?  Any  mining  company  sell- 
ing copper  concentrate  to  Japan  (as  Ana- 
conda decided  to  do  for  the  next  seven 
years)  still  makes  good  money.  Unlike 
the  steel  or  aluminum  industries,  where 
heavier  profits  come  from  value-added 
fabrication,  mining  is  the  most  lucrative 
stage  of  copper  production. 
But  there  is  a  larger  issue  here.  By 
steadily  backing  out  of  business- 
es— from  automobiles  to  color  tele- 
visions to  copper  smelting— the 
U.S.  is  losing  more  than  jobs  and 
income.  It  is  losing  the  spark,  the 
ingenuity  that  built  what  was  at 
one  time  the  world's  most  robust 
economy. 

"We've  lost  about  one-third  of 
our  smelting  capacity  because  of 
discriminatory  environmental 
controls,"  complains  Charles  F. 
Barber,  chairman  of  Asarco.  "If  the 
wind's  not  blowing  right,  we  can't 
operate."  Maybe  so,  but  the  EPA's 
basic  demand  is  simple:  Don't  put 
too  much  sulfur  dioxide  in  the  air. 
That  gas,  produced  by  burning  cop- 
per concentrate,  mixes  easily  with 
moisture.  It  becomes  a  pollutant, 
acid  rain.  But  Japanese  smelting 
technology  recaptures  the  sulfur 
dioxide  and  makes  sulfuric  acid  for 
sale  as  a  by-product.  Why  didn't 
Anaconda  think  of  that? 

Still,  excessive  government  regu- 
lations— the  sort  that  Reagan 
wants  to  root  out — are  one  reason 
that  U.S.  smelters  are  noncompeti- 
tive. The  EPA  has  continually 
amended  the  Clean  Air  Act  of 
1970,  forcing  the  industry  to  aim 
  for  a  moving,  Catch-22  antipollu- 
tion target.  Take  Kennecott,  the  nation's 
largest  copper  company,  which  poured 
some  $300  million  into  upgrading  its 
Utah  smelter.  Its  executives  now  com- 
plain that  their  smelter  still  doesn't  meet 
cuirent  clean  air  standards. 

Money  is  an  obstacle,  too.  Having  re- 
cently emerged  from  a  seven-year  slump, 
most  U.S.  copper  producers  don't  have 
spare  cash  to  buy  costly  pollution  control 
equipment.  But  for  Anaconda,  a  subsid- 
iary of  oil-rich  Atlantic  Richfield,  the 
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$400  million  required  to  bring  its  only 
smelter  up  to  snuff  was  not  the  real  prob- 
lem. The  Japanese  built  their  plants  in 
the  Sixties,  when  money  was  cheap. 
Now,  even  if  Anaconda  splurges  on  up- 
to-date  facilities,  its  smelting  costs 
would  still  be  higher  than  those  of  the 
Japanese.  Thus  the  ignominious  voyage 
across  the  Pacific. 

Today,  the  Japanese  are  buying  into 
U.S.  copper  mines.  In  December,  Mitsu- 
bishi put  $235  million  into  an  expansion 
and  modernization  program  at  Kenne- 
cott's  Chino,  N.M.  mine  and  smelter.  For 
$235  million,  Mitsubishi  earns  one-third 
of  Chino's  expanded  1 10,000-ton  output. 
"Plenty  of  American  copper  companies 


would  have  jumped  into  that  Chino  ex- 
pansion and  modernization  deal,"  says 
Robert.  H.  Lesemann,  a  market  analyst 
with  Commodities  Research  Unit.  "But 
Kennecott  didn't  think  it  up.  Mitsubishi 
did."  Oh,  yes,  Mitsubishi  may  also  li- 
cense its  latest  smelting  process  to 
Kennecott. 

To  become  truly  competitive  again, 
however,  U.S.  copper  producers  will  need 
more  than  just  Japanese-designed  smelt- 
ers. It  will  take  a  new,  innovative  tech- 
nology to  rescue  the  industry.  And  with 
companies  like  Anaconda  gradually  leav- 
ing the  smelting  business,  such  advances 
are  hardly  likely  to  be  discovered  in 
American  research  laboratories. 


Sadly,  the  tragedy  of  shipping  coppc 
concentrate  across  the  Pacific  typific 
the  malaise  prevalent  in  much  of  Amer 
can  business.  Government  regulation 
have  shackled  major  industries.  Foreig 
competitors  are  sharper  than  ever,  ofte 
placing  their  own  priorities  on  lonj 
term  strategy  rather  than  on  quarter-t( 
quarter  gains.  And  in  the  face  of  the? 
challenges,  many  U.S.  managemeni 
have  lost  their  old-fashioned  compel 
tive  edge.  That  is  the  most  serioi 
threat  of  all.  , 

Ronald  Reagan's  new  strategy  for  ec< 
nomic  recovery  may  help  reverse  thi 
But  the  President  is  right  about  or 
thing:  There  will  be  no  quick  fix.  ■ 


They're  playing  had  news,  good  news  in 
Washington,  with  Reagan  a  likely  winner. 


The  worse 
it  gets . . . 


By  Jerry  Flint 

SOME  NEW  beginning!  The  infla- 
tion rate  may  rise  smartly  over  the 
next  few  months,  with  interest 
rates  up  again  after  their  brief  pause. 

Is  this  a  disaster  for  the  new  President? 
Not  at  all.  It  tells  you  a  lot  about  Wash- 
ington politics  that  the  Reagan  forces  are 
counting — privately  not  publicly — on 
bad  economic  news  to  help  them  push 
their  spending  cuts  through  Congress. 

"It  certainly  would  strengthen  Rea- 
gan's hand,"  says  Senate  Finance  Com- 
mittee Chairman  Robert  Dole  of  Kansas. 
"Of  course,  I  hope  it  doesn't  happen,"  he 
adds  quickly.  No  politician  wants  to  be 
found  on  the  wrong  side  of  rising  prices, 
even  in  a  good  cause.  The  next  few 
months  look  like  trouble.  In  December 
the  Consumer  Price  Index  nudged  up 
again,  1.1%  for  the  month  or  an  annual 
rate  of  increase  of  13.2%.  That  may  be 
the  takeoff  point.  Remember,  OPEC's 
last  price  increase  was  still  working 
through  the  system  when  oil  was  decon- 
trolled. Gasoline  prices  are  up  a  nickel  or 
so  a  gallon.  The  Florida  freeze  helped 
push  up  fruit  and  vegetable  prices,  and 
mortgage  rate  increases  are  still  going  to 
nudge  up  the  CPI. 


President  Reagan  Ik'Jviv  his  l-eh  LS  speech 
A  little  calamity  needn't  be  all  bad. 


"I'm  looking  at  a  15%  rate  (CPI  ii 
crease)  over  the  next  few  months,"  say 
economist  Allan  Leslie  of  Discour 
Corp.  of  New  York.  "We're  bunching  th 
[oil]  decontrol  into  one  or  two  month 
instead  of  over  nine  months."  Thoma 
Synnott,  chief  economist  at  U.S.  Tru' 
Co.  of  New  York,  figures  the  rate  will  ru 
up  13%  to  15%  in  the  short  term.  H 
sees  a  24%  hike  in  energy  costs  jamme 
into  the  economy  before  spring.  "Th 
first-quarter  inflation  rate  will  not  b 
good,"  says  Allen  Sinai,  vice  presider 
and  director  of  financial  economics  £ 
Data  Resources  Inc.,  who  also  sees  a  15° 
inflation  rate.  Some  economists  even  se 
it  ballooning  to  an  18%  annual  rate. 

If  Reagan,  Stockman  &.  Co.  can  b 
forgiven  for  smiling  at  such  horrendou 
projections  it  is  because  these  visibl 
signs  of  trouble  should  roadblock  lobb) 
ists  on  their  way  to  the  Capitol  to  protes 
after  President  Reagan's  Feb.  18  speech. 

Briefly,  the  political  equation  is  thh 
Reagan  will  have  little  trouble  getting  th 
tax  cut  for  half  of  his  program — large  tan 
rate  cuts  for  individuals  and  business  ta 
cuts  to  spur  investment.  But  couple 
with  those  goodies  is  to  be  a  hefty  cho 
at  government  spending,  including  som 
hacking  at  outlay  growth  in  fiscal  1 98 1- 
already  five  months  old — and  moi 
slashing  for  the  next  fiscal  year. 

The  Reagan-Stockman  list  of  budgd 
targets  gores  everybody's  ox.  And  th 
cries  of  the  wounded  are  heard  aroun 
Washington  already.  Mayors  of  cities  at 
protesting  cuts  in  urban  developmei] 
grants,  to  say  nothing  of  mass  transl 
funds.  Vocal  lobbies  lament  cuts  in  po^ 
erty,  education  and  medical  program! 
Food  companies  want  food  stamps,  labo 
unions  want  trade  adjustment  assil 
tance,  the  aircraft  makers  the  Exporl 
Import  Bank.  And  the  farmers  want  o 
keep  cheap  farm  credit  and  dairy  subsi 
dies  safe  from  harm.  In  addition  to  ta 
beneficiaries,  each  program  has  a  built-i) 
lobby  of  bureaucrats  who  make  their  li| 
ing  administering  these  programs. 

It  may  seem  foolhardy  of  a  new  Admia 
istration  to  take  on  so  many  interests  a 
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But  in  fact  it's  the  shrewdest  thing 
).  Past  administrations  have  tried  and 
d  to  cut  such  programs,  but  they  at- 
ed  them  one  at  a  time.  With  this 
1-all  slash  at  sacred  cows,  says  Dole, 
ley  run  to  the  airport  [to  fly  to  Wash- 
3n  to  protest  the  cuts]  and  they  find 
/one's  at  the  airport,  you'll  get  some 
leration.  They  just  don't  want  to  be 
ed  out."  That's  a  veteran  of  20  years 
ashington  talking. 

^le  adds  a  piece  of  advice  to  his  par- 


ty's new  Administration:  Stick  by  the 
proposals  it  sends  to  Congress.  "The 
worst  thing  that  can  happen  to  President 
Reagan's  plan  is  to  send  us  a  big  program, 
then  back  off  and  say,  'We  didn't  quite 
mean  that.'  If  that  happens,  Congress 
will  pick  it  to  death,"  says  the  Senator. 

If  that  sort  of  lawmaking  sounds  like  a 
game  of  "chicken,"  well,  maybe  it  is  a 
little.  So  much  the  better  for  Reagan.  The 
bad  inflation  news  should  be  enough  to 
make  Congress  cry  uncle.  ■ 


-I've  heard  of  Norma  Rae,  who  battled  to 
ng  the  union  in?  Meet  Rusty  Jones.  He 
tght  to  keep  the  union  out. 


Beating  the  UAW 
thrle  times 


By  Jeff  Blyskal 


I  usTY  Jones,  a  craggy-faced  Ala- 
bama auto  worker,  sheds  his 
k  buckskin  coat  and  sits  down  to  a 
v^eiser.  "The  union  organizers 
ght  they  were  dealing  with  a  bunch 
iamn  rednecks  who  didn't  have 
gh  sense  to  get  out  of  the  rain,"  he 
;s.  "They  thought  we'd  fall  right  in 
id  their  little  Pied  Piper  deal,  but 
were  wrong.  No  money  can  buy  the 
:ers  here!" 

ICS  is  talking  about  General  Motors' 
law  Steering  Gear  division  in  Deca- 
Vla.,  the  target  of  a  hard-fought  Unit- 
lUto  Workers  organizing  drive.  In 
the  UAW  won  much-publicized 
ions  at  GM  plants  in  Louisiana  and 
homa.  But  last  month,  after  a  year- 
battle,  Jones  and  his  co-workers  vot- 
3  shut  the  UAW  out — despite  the 
icap  of  GM's  contractual  agreement 
main  neutral  in  the  fight.  The  cam- 
1  thus  pitted  Jones  and  his  grassroots 
ies  against  smooth  professional  or- 
ders, and  the  outcome  is  a  signal 
—even  with  the  recent  union  victory 
P.  Stevens — the  South  still  isn't 
t  to  fall  to  a  Sherman-like  march  by 
ibor. 

A  Decatur  is  a  sprawling,  low-slung 
Dlex  rising  from  the  red-dirt  farm- 
>  of  Limestone  County.  The  five- 
old  facility,  just  north  of  town,  em- 
5  1,500  workers,  with  2,500  more 


jobs  in  prospect  after  building  number  23 
opens  this  spring.  For  the  UAW,  defeat 
here  was  more  than  an  embarrassment. 
The  workers  spent  just  $15,000,  while 
the  union  spent  $125,000.  Beyond  that, 
the  UAW  loses  a  prospective  $850,000  in 
annual  dues,  and  vital  momentum  in  its 
bid  to  organize  GM's  three  other  non- 
union plants,  all  in  the  South. 


Late  in  1978  Jones  and  his  co-workers 
began  noticing  an  increase  in  union  sen- 
timent, drummed  up  purposely,  they 
claim,  by  129  transferees  with  UAW 
leanings.  The  UAW,  fresh  from  organiz- 
ing GM  in  Monroe,  La.  and  Oklahoma 
City,  set  up  shop  shortly  thereafter. 

Soon  enough,  some  workers  began 
sporting  T-shirts  and  caps  with  UAW 
insignia,  and  the  battle  was  on.  Jones, 
who  has  fought  unions  as  an  Atlanta 
electrician  and  as  a  Huntsville  assembly 
line  worker,  joined  with  other  GM  De- 
catur antiunionists  as  the  unofficial 
Saginaw  Workers  for  Free  Enterprise. 
They  met  the  UAW  handbill  for  hand- 
bill, T-shirt  for  T-shirt. 

A  stem-mannered  fighter  who  feels 
the  UAW's  interests  lie  primarily  in  col- 
lecting more  dues,  the  34-year-old  Jones 
was  raised  on  antiunion  philosophy. 
"My  father  was  against  unions,  and  I've 
always  been  against  unions,"  he  recalls. 

Money  was  a  trump  card  in  the  fight. 
Decatur  GM  workers  already  enjoyed 
wage  parity  and  virtually  all  the  medical, 
dental,  eye  care  and  pension  benefits  of- 
fered to  union  workers.  Snaps  Jones,  who 
grosses  $26,000  a  year,  "They  can't  offer 
this  plant  one  dime." 

Alex  Ott,  the  UAW  international  rep- 
resentative on  the  scene,  thinks  the 
pocketbook  issue  was  important  too — 
but  for  different  reasons.  "With  GM  pay- 
ing $10  an  hour,"  he  explains,  "these 
people  who  come  out  of  the  cotton  patch 
making  less  than  $3. 10  an  hour  wouldn't 
complain  if  they  had  to  roll  a  peanut 
across  the  road  with  their  nose." 

The  union  lost  the  first  election— in 
June  of  1980— by  714  to  667.  Quickly, 
however,  the  UAW  complained  to  the 
National  Labor  Relations  Board  that  its 
supporters  were  intimidated  by  local  GM 


Alahania  (,'M  worker  Uiisty  Jones  ( left )  <iiul  jru  -lu  I 

For  the  United  Auto  Workers  union,  no  southern  hospitality  here. 
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management.  The  union  also  charged 
some  workers  were  using  company  ma- 
chines and  time  to  print  antiunion  hand- 
bills and  to  distribute  "Who  needs  the 
UAW?"  T-shirts. 

That  kind  of  activity  is  often  allowed 
in  other  companies.  But  GM's  current 
UAW  contract  leaves  the  union  free  to 
organize  at  its  plants — without  any  man- 
agement interference. 

After  a  hearing  in  August,  the  NLRB 
ordered  a  second  election.  "That  neutral- 
ity agreement  was  the  hardest  thing  to 
overcome,"  recalls  Jones.  "It  restricts  the 
company  from  answering  union  propa- 
ganda-." Still,  such  arrangements  are  be- 
coming increasingly  popular  m  the  labor- 
organizing  game. 

Decatur's  location  made  the  contest  a 
close  one.  To  the  west,  there  is  the  Ten- 
nessee Valley  Authority  and  a  big  Ford 
plant  in  heavily  unionized  Muscle 
Shoals.  To  the  east  is  Huntsville,  an  an- 
tiunion stronghold.  So  sentiments — both 
ways — run  high  in  Decatur. 

"I  can't  deny  there  are  strong  anti- 
union feelings  here,"  admits  John  Roper, 
a  soft-spoken  Kentucky  native  and  GM 
Decatur  employee  in  Jones'  group. 
"Unions  are  just  out  for  themselves  to- 
day, and  they're  damaging  the  country. 
Hell,  they've  helped  to  price  the  Ameri- 
can auto  industry  out  of  the  market." 
Meanwhile,  back  at  the  front,  the  NLRB 
scheduled  a  November  election  on  just 
ten  days'  notice.  With  such  little  time  to 
prepare  and  the  prospect  of  layoffs  ahead, 
the  workers  needed  help.  A  local  busi- 
nessman arranged  for  Jones  and  several 
other  workers  to  meet  at  the  Decatur 
Holiday  Inn  with  Ballew,  Reinhardt  & 
Associates,  a  S500-a-day  Memphis  con- 
sulting firm  UAW  people  call  profession- 
al union  busters. 

Partner  Richard  Reinhardt  schooled 
the  workers  in  the  strategy  of  media 
campaigns,  and  to  stretch  the  budget  be- 
yond worker  contributions,  he  recom- 
mended fundraising  through  newspaper 
ads.  They  netted  several  thousand  anon- 
ymous dollars,  probably  from  sympathet- 
ic businessmen. 

The  UAW  lost  the  second  go-round 
too,  but  by  a  close  690  to  675,  encourag- 
ing to  Ott.  Says  he:  "When  we  can  come 
within  15  votes  of  winning  an  election 
here  in  the  South,  Jesus  Christ,  we've  got 
everything  in  our  favor." 

The  UAW  went  back  to  the  NLRB. 
This  time  it  complained  about  a  phony 
Ku  Klux  Klan  membership  card  in  the 
name  of  Lloyd  Darby,  the  UAW's  head 
man  in  Decatur.  GM  agreed  to  another 
election.  "We  contend  the  UAW  circu- 
lated that  card  because  they  knew  they 
lost  the  election  and  didn't  have  any- 
thing to  object  to,"  says  Jones,  who  has 
since  been  subpoenaed  with  four  others 
in  connection  with  the  KKK  card. 

For  the  third  time,  the  UAW  churned 
out  handbills,  and  bought  newspaper  and 
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radio  ads.  The  workers  stayed  low-key, 
waging  only  a  hat  campaign.  "We  felt 
everybody  had  their  mind  made  up,"  re- 
marks Jones. 

Finally,  late  in  January,  the  UAW  lost 
again,  721  to  659,  the  widest  margin 
ever.  The  union  called  it  quits  and  must 
now  lay  low  for  a  year  before  it  can 
petition  for  another  election. 

But  the  organizers  think  hard  times  to 
come  are  on  their  side.  "I  sell  the  union 
as  an  insurance  policy,"  says  Ott.  "By 
summer,  when  they  start  getting  laid  off, 
the  workers'll  be  crying  for  a  union. 
Management  will  do  our  job  for  us." 


That  may  happen.  But  Decatur  sho^ 
that  even  with  management  neutij 
there  is  still  little  sympathy  for  unions , 
the  South.  Higdon  Roberts,  director 
the  Center  for  Labor  Education  &.  Ri 
search  at  the  University  of  Alabama,  B) 
mingham,  sees  Decatur  as  a  setbac 
though  he  believes  unionism  will  uh 
mately  prevail  in  the  region.  "There  w; 
be  a  mixture  of  organizing  victories 
some  places  and  slipping  back  or  stan 
ing  still  in  others,"  Roberts  conclude 
Employers  eyeing  potential  plant  sit 
had  better  shop  carefully — and  hope  tht 
hire  someone  like  Rusty  Jones.  ■ 


''Out  of  risk  comes  advantage/'  says  Nor^ 
throp's  Tom  Jones.  But  is  he  betting  the  coni 
pany  in  a  grab  for  a  big  market? 


High  roller 


By  Michael  Kolbenschlag 

EARLY  ONE  MORNING  LAST  MONTH, 
while  Northrop  Chairman  and 
CEO  Thomas  V.  Jones  was  drink- 
ing his  morning  tea  in  Los  Angeles,  a 
radio  newscast  made  him  swallow  hard. 
South  Korea,  it  said,  was  going  to  buy  36 
F- 1 6  fighter  planes  from  General  Dynam- 
ics. In  minutes  he  was  on  the  phone  with 
his  Washington  managers,  demanding  to 
know  if  the  report  was  correct.  His  min- 
ions assured  him  it  wasn't.  The  South 
Koreans  were  merely  "kicking  tires," 
not  putting  any  money  down  for  the  $12 
million  fighters  made  by  Northrop's 
archrival.  It  was  not  until  Jones  was  sat- 
isfied with  their  reports  that  he  returned 
to  his  cup  of  tea. 

Considering  what  Jones  is  attempting 
to  do  with  the  Northrop  F-5  fighter,  his 
reaction  is  understandable.  There's  a 
rule  of  thumb  in  the  aerospace  business; 
Get  the  orders  first,  then  build  the  pro- 
totype, and  never  spend  your  own  mon- 
ey if  you  can  possibly  avoid  it.  But  Jones 
and  Northrop  don't  play  by  the  rules. 
Last  year  the  government  authorized 
contractors  to  build  new  fighters  for  our 
allies.  Jones  is  responding  by  building 
the  F-5G,  a  derivative  of  his  popular  F-5 
fighter,  entirely  on  company  money, 
without  a  single  order,  and  with  no 


intention  of  building  a  prototype. 

South  Korea  is  one  of  his  biggest  ai 
oldest  customers  and,  with  Taiwan,  oi 
of  his  logical  initial  buyers.  Since  the 
5G  is  the  linchpin  in  a  major  effort 
bolster  Northrop's  sales  and  position  ! 
the  booming  world  defense  market,  ai 
poaching  by  GD  in  what  promises  to  be 
$10  billion  market  by  1990  would  be,  | 
say  the  least,  unwelcome. 

It  will  cost  Northrop  $300  million  jui 
to  develop  the  F-5G,  and  Jones  will  ha^ 
spent  50%  of  that  R&D  budget  by  yeai 
end.  That's  one  commitment.  But  Jom 
has  gone  beyond  that:  He  is  also  cor 
mitted  to  a  $200  million  capital  expaj 
sion  program,  partly  to  handle  an  i| 
crease  in  Northrop's  volume  of  work  q 
the  more  sophisticated  F-18  (in  coopeij 
tion  with  prime  contractor  McDonn^ 
Douglas).  In  addition,  Jones  wants  to  d| 
velop  a  land-based  competitor  for  tl 
carrier-designed  F-18  in  an  entirely  ne 
plane,  the  F-18L.  And  Jones  is  spendis 
for  plant  and  equipment  to  build  gui 
ance  systems  for  the  MX  missile,  ev( 
though  the  MX  won't  go  into  productic 
until  1982  or  1983  at  the  earhest. 

Altogether,  then,  Jones  is  presidii 
over  a  $500  million  gamble  by  a  cor 
pany  with  a  total  net  worth  of  only  $4! 
million  and  a  cash  flow  running  aroui 
$115  million  a  year. 
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s  reason  is  clear  enough:  Total  cor- 
te  volume  is  hovering  around  $1.6 
3n,  down  from  $1.8  billion  in  1978, 
profits  last  year  were  some  $85  mil- 

or  $6  a  share,  below  those  of  both 
i  and  1979.  Since  the  late  Fifties, 
n  Northrop  first  developed  the  dura- 
low-cost  F-5,  and  1962,  when  the 
picked  the  F-5  as  the  official  export 
er  plane,  the  company  has  sold 
D  of  the  craft.  It  is  still  the  mainstay 
le  company,  and  remains  relatively 
p  at  $4  million  a  copy.  Last  year  it 
unted  for  one-third  of  total  company 
,  but  the  current  F-5s  are  obsoles- 
in  the  coming  foreign  market, 
ue,  the  company  has  its  subcontract 
:  on  the  F-18,  good  for  at  least  $5 
)n  in  revenues  over  the  next  ten 
>.  It  also  has  subcontract  work  for 
ages  on  Boeing's  747s,  a  major  ser- 
support  division  and  an  array  of  de- 
;  electronics  operations.  But  what 
hrop  really  needs  is  the  new  F-5G. 
les  also  needs  a  market  for  it.  To  get 
he  has  two  company  strategies  to 
se  from.  One  is  the  traditional,  get- 
)rder-first  approach  tried  in  late  1974 

the  proposed  F-17.  After  laboring 
years  to  set  up  a  European  consor- 

to  buy  Northrop's  fighter.  General 
imics  swooped  in  with  its  competi- 
F-16  and  grabbed  off  the  consor- 
's  650  orders.  The  F-17  was  dropped. 

he  could  go  out  on  a  financial  limb, 
e  company  did  with  the  original  F-5 
e  late  Fifties,  to  try  to  do  the  swoop- 
limself.  That  investment  paid  off. 
:e  his  bold  decision:  Northrop  is  al- 

I  cutting  metal  for  production  mod- 
f  the  F-5G,  without  a  single  order  in 
,  to  shorten  lead  times  for  delivery. 
'  are  also  quoting  a  preliminary  price 
out  $5  million,  which  among  other 
;s,  includes  the  cost  savings  from 
)ing  the  prototype  stage, 
mpetition  is  the  reason  behind 
>'  haste.  Nowadays  the  U.S.  govem- 
t  no  longer  singles  out  one  contrac- 
3  build  "export"  fighters.  And  Gen- 
Dynamics  is  out  there  beating  the 
es  already  with  its  first-line  F-16 — 
ighter  that  South  Korea  is  looking 
md  a  prototype  of  a  less  costly  F-16 
ative  specifically  designed  for  the 
rt  market.  "Oh,  the  F-5  is  okay  if 
e  going  to  bomb  the  end  of  your 
'ay,"  snipes  a  GD  executive,  focus- 
on  the  plane's  modest  400-mile 

The  F-16,  with  a  combat  range  of 
niles,  was  developed  under  U.S.  de- 
contracts.  It  will  cost  less  than  $20 
on  or  so  to  modify  it  for  overseas 
.  Since  the  F-5  isn't  used  by  the  U.S. 
pt  for  war-game  training,  Northrop 
lo  such  cushion  for  its  development 
I.  Still,  the  F-16  has  that  high  $12 
on  price  tag,  and  Northrop  is  hoping 

II  to  old  F-5  customers  who  know 
maintenance  and  have  the  spare 

stockpiled. 


Northrop  Chairman  Tom  Jones  tries  out  the  F-5G  simulator 
"Dont  outspend  the  enemy,  heat  him." 


Jones  acknowledges  that  some  of  his 
prospects — South  Korea  prominent 
among  them — are  talking  to  the  Reagan 
Administration  about  buying  real  top-of- 
the-line  planes,  aircraft  they  would  prob- 
ably not  have  gotten  under  Carter,  but  he 
insists  the  world  is  not  about  to  fly  past 
his  new  F-5G. 

"Some  nations  may  buy  the  very  ex- 
pensive hardware,"  says  Jones,  "but  not 
in  quantity.  Everyone  is  learning  that 
higher  and  farther  is  not  best.  Durability 
and  low  cost  is  the  answer.  Don't  out- 
spend the  enemy,  beat  him!" 

The  60-year-old  Jones,  who  was  paid 
$788,000  in  salary  and  bonuses  last 
year — and  is  risking  the  value  of  his  own 
$10  million  in  Northrop  stock  on  his 
judgment — has  been  right  before.  Ln  1966 
nobody  believed  there  was  enough  de- 
fense money  around  to  support  the  F-18. 
Nevertheless,  he  had  committed  $25 
million  of  Northrop  money  by  the  time 
the  Pentagon  came  around  to  his  way  of 
thinking.  It  was  a  bittersweet  victory,  as 
McDonnell  Douglas  ended  up  as  prime 
contractor.  Also,  Northrop  is  now  fight- 
ing a  protracted  legal  battle  with  Douglas 
to  insure  its  full  40%  of  subcontracted 
work  on  all  F-18  sales. 


This  time  around  the  stakes  are  even 
bigger.  The  gamble  outstrips  Northrop's 
cash  flow.  The  big  cash  hoard  Jones  has 
built  up,  lately  25%  of  assets  at  $300 
million  in  cash  or  equivalents,  seems 
sure  to  shrink.  And  though  Jones  denies 
it,  the  recent  sale  of  Northrop's  $100 
million  (sales)  George  Fuller  construction 
division,  came  about  in  a  search  for  cash. 
Even  the  lowly  machinist  who  comes  up 
with  a  $2,400  per-year  cost-saving  idea  is 
a  celebrity  at  Northrop  these  days. 

But  Jones  remembers  the  big  days  in 
the  Fifties,  when  founder  Jack  Northrop 
(now  85  and  in  failing  health)  retired, 
leaving  behind  an  appreciation  of  afford- 
ability.  Business  boomed  while  other 
World  War  II  aeronautical  giants  like 
Martin  Marietta  (the  B-26)  and  North 
American  Corp.  (the  P-51  Mustang) 
slipped  from  the  mainstream  of  the  mili- 
tary aircraft  business. 

Jones  stares  thoughtfully  into  the 
depths  of  one  of  the  stormy  seascapes  of 
British  painter  Monttague  Dawson  that 
grace  his  office  walls.  "If  we  didn't  make 
this  investment,  I  would  be  telling  you 
our  future  in  fighter  planes  is  less  se- 
cure," says  Jones.  "It's  riskier  to  do 
nothing."  ■ 
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General  Foods  needs  to  reduce  its  depend- 
ence on  coffee.  But  should  it  move  into  the 
slow-growing,  low-margined  meat  business? 


The  wurst  is  yet 
to  come 


By  Stanley  Ginsberg 


GENERAL  Foods,  the  company  that 
brings  you  Maxwell  House,  Cool 
Whip  and  Pop  Rocks,  has  long 
been  after  a  major  acquisition.  The  diver- 
sified food  marketer  wants  to  reduce  its 
inordinate  dependence  on  coffee — the 
wildly  volatile  commodity  that  account- 
ed for  nearly  40%  of  GF's  $6  billion  in 
fiscal  1980  sales.  A  worthy  goal,  diversi- 
fication. Then  came  the  news  from 
White  Plains  that  GF  was  offering  more 
than  $464  million  and  1 1  times  earnings 
to  buy  Madison,  Wis. -based  Oscar 
Mayer.  The  bulk  of  Oscar's  $1.8  billion 
in  sales  for  the  same  period  came  from 
the  wrenchingly  cyclical,  minimargined 
processed-meats  business. 

The  principals  and  their  bankers  may 
have  sealed  the  deal  with  bologna  sand- 
wiches and  draughts  of  Kool-Aid,  but 
Wall  Street  belched.  While  arbitragers 
quickly  ran  Oscar  Mayer  stock  up  in  the 
wake  of  a  $29  cash  offer,  GF 
shares  budged  not  an  inch — 
hardly  a  vote  of  confidence  in 
the  soon-to-be-porked-up  com- 
pany's prospects.  The  chairman 
of  a  food  processor  that  com- 
petes with  both  firms  puts  it 
bluntly:  "I  know  the  businesses 
and  I  know  the  companies.  If  I 
were  GF,  I  wouldn't  go  near  Os- 
car Mayer." 

With  Esmark  and  Greyhound 
so  eager  to  leave  the  business, 
newcomers  hardly  have  to  beat 
back  the  crowds  to  get  into 
packaged  meats.  So  why  Oscar 
Mayer?  Proponents  of  the  deal 
argue  that  the  Mayer  line 
rounds  out  GF's  supermarket 
presence  and  combines  two  of 
the  strongest  food  marketers 
around.  "GF  has  been  looking 
for  a  new  position  in  foods  or 
consumer  products,"  says  a 
competitor.  "This  puts  them 
right  into  the  meat  case  and 
gives  them  access  to  a  refriger- 


ated distribution  system."  Adds  Bear, 
Stearns'  Clinton  Mayer,  no  relation  but 
probably  Oscar's  strongest  booster: 
"There  is  a  tremendous  market  opportu- 
nity in  packaged  meats,  once  the  present 
problems  have  passed." 

Those  problems — rising  prices  and  the 
swings  of  the  hog  cycle — aren't  likely  to 
disappear.  Even  in  the  best  of  times, 
meat  is  a  low-margin  business.  Inflation 
murders  it.  In  1971,  its  best  year  in  a 
decade,  Oscar's  net  margin  was  3.4%. 
Last  year,  business  reverses  and  a  $4 
million  aftertax  writeoff  of  slaughtering 
capacity  cut  that  figure  back  to  1.2%. 

Then  there  is  the  high  cost  of  hogs,  a 
result  of  low  corn  supplies.  "The  situa- 
tion is  tight  and  will  continue  to  be  tight 
for  at  least  six  months,"  comments  Rob- 
ert Kuhn,  Merrill  Lynch's  livestock  ana- 
lyst. The  key  is  next  year's  corn  harvest: 
A  repeat  of  1980's  low  moisture  could 
drive  prices  sky  high,  and  that  bodes  ill 
for  hogs.  Louis  Rich,  Inc.,  the  turkey 


Drip,  perk  or  instant 


These  are  hard  times  for  the  coffee  business.  But  in 
1981  the  cyclical  brew  still  accounts  for  almost  25%  of 
operating  income  at  a  newly  expanded  General  Foods. 


Opeiating  pre-tax  eainings 
for  veai  ending  3/31/81 


•  For  year  ending  4J30f8l 

SouTces.  First  Boston  Corp  ,  Value  Line 


Pet  food 

Operanng  loss — $10 


processor  that  Oscar  acquired  last  ye 
was  supposed  to  counterbalance  poi 
"But  with  turkey  sales  at  less  than  1 1 
of  the  total,"  says  Merrill  Lynch's  W 
liam  Maguire,  "it's  hard  to  see  how  th 
can  mitigate  the  company's  overall  ear 
ings  volatility." 

Of  course,  GF  could  dig  deep  into  i 
war  chest  and  pump  new  life  into  tl 
meat  business — but  GF  is  hardly  knov 
for  its  ability  to  resuscitate  languishii 
businesses.  Back  in  the  early  Seventifl 
while  everyone  else  was  making  mon 
in  fast  food,  GF  managed  to  turn  its  $ 
million  investment  in  Burger  Chef  in 
an  $83  million  loss.  That  takes  real  ski 
Beyond  that,  the  folks  in  White  Plai: 
have  managed  to  pile  a  $10  million  p< 
foods  loss  on  top  of  last  year's  $15  m 
lion  fiasco.  Then  consider  how  Birds  E 
frozen  vegetables,  once  the  undisput 
industry  leader,  has  been  battered  by 
jolly  green  giant  from  Minneapolis. 

But  GF's  big  action  is  elsewhere.  "Tl 
real  thing  to  watch,"  says  one  invei 
ment  banker,  "is  coffee.  GF's  fortun 
rise  and  fall  with  it."  This  year,  tho 
fortunes  are  decidedly  down.  Plumme 
ing  bean  prices  generated  substanti 
losses  in  GF's  average-cost  inventor 
while  aggressive  marketing  behii 
Procter  &  Gamble's  Folger's  brand  h 
cut  into  margins.  That  cost  GF  $50  m 
lion — 10%  of  1980's  pretax  earnings. 

The  Mayer  family,  of  course,  couldi 
be  happier.  Their  7  million-plus  shat' 
will  retum  at  least  $100  million  aft 
taxes.  At  current  interest  rates,  thai 
$12  million  a  year — about  double  tl 
stock's  current  yield.  At  the  same  tim 
Oscar  could  use  some  cash  ballast  : 
steady  it  against  hog  cyclicality. 

What's  in  it  for  GF?  Beyond  the  strat 
gic  arguments,  management  may  be  ba 
tening  down  the  hatches  ' 
head  off  a  takeover.  Brasca 
with  its  bulging  coffers  ai 
avowed  goal  of  buying  into  tl 
consumer  package  goods  bus 
ness,  may  be  the  first  of  mar 
megabuck  players  in  the  acqu 
sitions  game,  and  at  its  presei 
market  value  of  $1.6  billion,  C 
is  well  within  reach.  With  Osc 
Mayer  on  board,  however, 
takeover  becomes  more  expci 
sive.  The  $464  million  that  O 
car's  stockholders  receive  wi 
come  from  some  combinatic 
of  cash  and  debt,  making  GF 
balance  sheet  weaker. 

Then  there  is  the  old  stor 
"Of  course  this  deal  is  in  tl 
best  interests  of  GF  stocl 
holders,"  protests  a  compar 
spokesman.  "Otherwise  m 
wouldn't  do  it."  Really?  Oscar 
projected  1981  earnings  of  $2.: 
a  share  on  16  million  shares  wi 
add  about  80  cents  to  each  G 
share — perhaps  a  bit  less  as  tt 


FORBES,  MARCH  2,  191 


J 


ipany  amortizes  $160  million  in 
Iwill  it  takes  on  with  the  acquisition, 
if  GF  really  wanted  to  benefit  stock- 
lers,  why  not  spend  the  money  it  plans 
lyfor  Oscar  Mayer  to  buy  back  its  own 
es?  By  tendering  at  $35 — a  10%  pre- 
m  over  the  current  market  price — GF 


could  reduce  its  float  by  over  25% .  That 
would  pave  the  way  for  higher  earnings  per 
share  and  future  dividend  increases. 

Not  surprisingly,  GF's  management 
seems  to  see  things  from  a  different  per- 
spective. GF's  unrealized  potential  and 
lackluster  outlook  may  make  it  too 


le-collar  workers  are  discovering  what  ex- 
utives  have  long  known:  Tax-free  perks  are 
'ter  than  cash  in  the  paycheck. 


Unions  eve  the 
hree-martini  lunch 


By  Carol  E.  Curtis 


tem:  The  Painters  ik  Allied  Trades 
Union  in  northern  California  has  a 
contract  that  makes  every  other  Fri- 
a  no-pay  holiday.  Instead  of  eaming 
lar  income,  many  members  want  a 
dy  opportunity  to  moonlight  for 
.  Since  a  painter's  weekly  take-home 
averages  $460,  taxes  make  the  differ- 
between  a  four-day  and  five-day 
k  only  $50.  "On  that  fifth  day,  a  guy 
n't  like  working  for  so  little,"  says 
n  spokesman  Don  Heino. 
;m:  Flight  attendants,  who  earn  as 
h  as  $32,000  a  year,  have  negotiated 
1  allowances  as  well  as  pay  increases, 
i  are  looking  at  $200  to  $300  of  tax- 
expense  money  a  month,"  says  Lin- 
uchala,  president  of  the  Association 
light  Attendants.  "We  keep  saying 
tot  salary.  But  if  the  expenses  are  not 
rred,  it's  the  same  thing." 
:m:  General  Motors  has  set  up  a 
k  ownership  plan  for  hourly  employ- 
under  which  the  firm  credits  stock 
ssembly-line  workers  with  two  or 
;  years  of  service.  Workers  pay  no 
5  on  stock  in  the  plan,  which  be- 
es deferred  income.  There  is  a 
;tener  for  management:  The  corpo- 
in  can  claim  a  tax  credit  for  its 
ribution. 

ght  now,  tax-free  perks  like  these 
't  the  main  concern  of  unions.  Those 
e  top  of  the  pay  scale — auto  workers, 
miners,  steelworkers  and  building 
ismen — are  worried  about  rising  un- 
loyment.  But  as  recovery  comes  and 
'  yearly  paychecks  hit  $25,000  and 
such  perks  are  certain  to  become  a 
part  of  bargaining  strategy.  Union 


leaders  see  these  benefits  as  one  impor- 
tant way  to  blunt  the  impact  of  falling 
real  wages  and  higher  marginal  tax  rates. 
In  1981,  for  example,  first-year  wage  in- 
creases in  major  union  contracts  are  ex- 
pected to  average  10%,  but  inflation  may 
well  average  12%.  "Workers  are  finally 
realizing  that  real  wages  have  been  fall- 
ing for  ten  years,"  says  Audrey  Freed- 
man,  chief  labor  economist  for  the  Con- 
ference Board. 

Like  their  counterparts  in  the  execu- 
tive suite,  rank-and-file  workers  are  vic- 
tims of  tax-bracket  creep.  Fat  increases 
have  pushed  hard  hats  into  top-tier  mar- 
ginal tax  brackets.  Skilled  auto  workers 
will  be  up  to  $30,000  annually  in  a  few 
years,  and  that  worker  with  a  wife  and 
two  children,  for  example,  loses  almost 
one-third  of  a  10%  raise  to  taxes.  If  his 
wife  works  and  they  earn  $40,000  a  year, 
nearly  40%  drops  out  of  their  paychecks 
up  front.  Beyond  this,  the  Social  Security 
cutoff  has  risen  to  $29,700,  making  the 
total  income  of  millions  of  union  mem- 
bers subject  to  withholding. 

The  result  is  that  many  workers  are 
beginning  to  think  like  executives  when 
it  comes  to  dealing  with  the  taxman. 


tempting  a  target.  But  with  a  combined 
holding  of  less  than  1%  of  the  company's 
stock.  Chairman  James  Ferguson  and  his 
colleagues  don't  stand  to  gain  a  great  deal 
from  a  takeover.  Adding  Oscar  Mayer 
could  be  the  surest  way  to  keep  the  raid- 
ers away.  ■ 


Historically,  unions  won  what  amounts 
to  tax-free  income  mainly  through  medi- 
cal insurance  plans.  While  these  have 
been  expanding — to  include  dental  care, 
for  example — they  can  go  only  so  far. 
Notes  the  Conference  Board's  Freedman, 
"It's  like  adding  a  fourth  martini  to  a 
three-martini  lunch — more  benefits 
don't  really  improve  things." 

Union  leaders  are  more  blunt.  "The 
guys  have  had  it,"  says  Reese  Hammond, 
director  of  education  for  the  Intemation- 
al  Union  of  Operating  Engineers  in 
Washington,  D.C.  "I  never  used  to  be- 
lieve it  when  they  said,  'Don't  give  me  a 
raise.  I  can't  afford  it.'  But  I  do  now." 

Hammond  predicts  that  all  forms  of 
sheltered  income  are  going  to  become 
popular.  In  his  own  union,  where  master 
mechanics  command  $25,000  to  $30,000 
a  year  and  more,  some  of  the  locals  have 
expanded  traditional  insurance  benefits 
to  include  dental  care  and  eye  care,  and 
may  soon  negotiate  free  legal  services  as 
well.  "The  master  mechanic  is  probably 
quite  a  bit  like  the  lawyer  that  lives  next 
door"  when  it  comes  to  concern  over 
taxes,  Hammond  says. 
Congress  made  the  negotiating  for 
such  fringes  easier  in  1978,  when 
it  barred  the  Internal  Revenue  Ser- 
vice from  issuing  rules  that  set 
limits  on  tax-free  benefits.  As  a 
result,  unions  pressing  for  more  perks 
haven't  had  to  worry  about  the  taxman. 
Though  that  congressional  prohibition 
expires  in  June,  it  is  likely  to  be  extended. 

Two  other  factors,  however,  may  ease 
the  trend,  at  least  for  a  bit.  A  substantial 
reduction  in  federal  taxes,  as  Ronald 
Reagan  has  promised,  will  make  the 
pressure  for  off-paycheck  earnings  less 
intense.  "The  tax  cuts,"  says  economist 
Freedman,  "will  make  everybody  feel 
better."  Also,  normally  aggressive 
unions  like  the  United  Auto  Workers 
and  the  United  Steelworkers  now  con- 
front employers  in  depressed  indus- 
tries— so  most  of  the  new  inventive 
benefit  packages  are  being  implemented 
by  less  militant  bargainers. 

Still,  there  are  already  straws  in  the 
wind.  "Our  employees  have  almost  ev- 
erything they  want  in  traditional  bene- 
fits," says  Victor  Zink,  director  of  em- 
ployee benefits  for  GM's  460,000  hourly 
wage  earners.  "Now,  they  are  talking 
about  peripherals  like  legal  aid,  group 
auto  insurance  and  child  care."  When 
business  improves,  such  talk  is  likely  to 
be  heard  loud  and  clear  at  the  bargaining 
table.  ■ 
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''Nobody's  delighted  to  accept  any  deal  we 
propose,''  Louis  Nicastro  once  said.  Why 
should  it  be  any  different  now? 


Tilt? 


By  Maurice  Barnfatber 


IF  THE  NUMBER  OF  SPINOFFS  increases 
as  sharply  as  expected,  so  will  the 
risks — as  the  bad  begins  sneaking  to 
market  under  cover  of  the  good,"  warned 
Yov^^hs  (Feh  16).  The  ink  was  barely  dry 
on  that  story  when  what  should  appear 
but  a  prospectus  from  little  ($80  million 
sales)  Williams  Electronics.  Williams 
makes  pinball  machines  such  as  Gorgar 
and  Flash  for  customers  like  Resorts  In- 
ternational. Its  chairman  is  Louis  J.  Ni- 
castro, 52,  onetime  bank  auditor. 

We  last  heard  from  Mr.  Nicastro  in 
1971,  when  he  was  "trying  to  turn  lemon 
into  lemonade,"  a  cheerfully  acid  remark 
he  made  about  troubled  Commonwealth 
United  Corp.,  of  which  he  was  then 
chairman  and  president.  Launched  in 
1967  as  a  Manhattan-based  maker  of 
films.  Commonwealth  mushroomed 
with  acquisitions  in  music,  record  pub- 


lishing and  cable  TV,  which  catapulted 
sales  to  $155  million  in  1968. 

That  was  the  year  Nicastro  got  in- 
volved as  Commonwealth  bought  his 
jukebox-producing  Seeberg  Corp.  After  a 
spell  on  the  Commonwealth  board,  Ni- 
castro left  to  concentrate  on  Seeberg  in 
April  of  1969.  But  he  returned  to  now- 
ailing  Commonwealth  as  president  and 
CEO  the  following  January,  after  the 
company  had  lost  $61  million  in  1969. 

Nicastro's  ingenious  answer  to  Com- 
monwealth's troubles  was  to  spin  off  its 
most  profitable  business,  Seeberg.  And 
who  better  to  buy  Seeberg  than  Nicastro 
and  friends,  who  would  pay  $2.75  mil- 
lion cash  plus  stock  warrants  for  it? 
While  the  cash  payment  was  substan- 
tially less  than  the  $12  million  cash 
Commonwealth  had  paid  for  Seeberg, 
stockholders  felt  they  had  little  option 
but  to  affirm  the  deal.  So  in  1973  Nicas- 
tro finally  left  Commonwealth,  taking 


A  Williams  pinball  machine  at  Resons  International 
History  ia  repeiMng  itseif. 


with  him  Seeberg,  which  he  renam< 
Xcor  four  years  later. 

Now  history  is  repeating  itself.  Xo 
survives  by  the  seat  of  its  pants  with  $c 
million  in  debt  balanced  precariously  c 
just  $1.8  million  stockholders'  equit 
and  with  losses  in  1979  of  $2.5  millio 
against  $5.4  million  profits  the  year  b 
fore.  What's  Nicastro  to  do?  After  a 
musical  instruments,  vending  machine 
hearing  aids  or  Cleveland's  Front  Ro 
Theatre  do  not  seem  to  offer  the  prospe 
of  dynamic  growth.  His  answer, 
course,  is  to  spin  off  Xcor's  most  profi 
able  subsidiary,  this  time  Williams  Ele 
tronics.  Williams  is  a  Chicago-based  o 
eration  with  pro  forma  net  profits  for  tl 
year  to  September  of  $5.86  million,  cor 
pared  with  $4.29  million  in  1978-7 
Naturally  Williams  will  take  with  it 
large  slice  of  debt,  some  $18.4  millic 
carried  by  $8.85  million  of  stockholdei 
equity.  And  just  to  make  sure  he  doesr 
back  the  wrong  horse,  Nicastro  is 
straddle  both  Xcor  and  Williams  as  chai 
man  and  CEO  of  each,  the  spinoff  payii 
him  an  additional  $200,000  a  year. 

Williams'  president  and  chief  opera 
ing  officer,  Michael  Stroll,  40,  who  join( 
Xcor  in  1976  after  a  year  at  Nation 
Semiconductor,  will  pick  up  at  lea 
$500,000  a  year  in  salary  and  benefits. 

On  paper,  Williams  looks  like  a  h 
growth  company  whose  profits  have  qu 
drupled  in  just  two  years.  Perhaps  it  a 
keep  up  this  pace  on  the  strength  of  r 
search  and  development  spending,  whi( 
jumped  from  $822,000  in  1979  to  $I.( 
million  in  1980.  But  it's  worrying  that  tl 
cost  of  sales — which  were  up  48%,  ' 
$80.3  million,  in  1979-80— is  still  ov 
80%,  compared  with  Bally  Manufactu 
ing's  60%  on  pinball  machines  and  oth 
products.  Also  troublingis  the  20%  of  sal 
made  by  a  single  distributor,  Seevend  A 
tomaten  GmbH  of  Germany.  And  Nica 
tro's  track  record  managing  SeebergXo 
is  scarcely  encouraging. 

No  such  doubts,  however,  appear  to  1 
harbored  by  Williams'  somewhat  colorf 
collection  of  principal  stockholders.  A 
told,  the  1  million  shares  to  be  sold  aj 
expected  to  fetch  $10  to  $12  each,  whi 
another  4  million  are  being  spun  off 
existing  Xcor  stockholders.  That  wj 
leave  4.5%  of  Williams  with  stockbrokl 
Allen  Co.,  10.5%  at  Nicastro's  Consol 
dated  Entertainment,  11.9%  at  Gulf 
Western,  5.6%  with  Hambros  Invea 
ment  Co.  AG,  and  6. 1  %  at  the  Israel-Bri 
ish  Bank  (London),  now  in  liquidation. 

Does  Nicastro  feel  a  sense  of  de'ja  \ 
about  the  Williams  spinoff?  (He  will  n< 
comment  because  the  company  is  in  re 
istration.)  Certainly  prospective  buye 
of  Williams  stock  ought  to.  Perhaps  a: 
other  observation  by  Nicastro  during  tl 
Seeburg  spinoff  is  appropriate:  "N 
body's  delighted  to  accept  any  deal  v 
propose.  It's  only  the  realization  that  tl 
alternatives  are  worse."  ■ 
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\ieah,likeafox. 

When  the  Northwestern  Mutual  Life 
Insurance  Company  announced  its  "GET 
MORE  OUT  OF  LIFE"  program  this  year,  other 
life  insurance  companies  were  a  bit  worried. 
Imagine  Americas  9th  largest  life  insurance 
company  offering  permanent  policyowners  a 
\4%  average  increase  in  coverage  without 
increasing  the  policy  premium*.  While  future 
dividends  will  be  slightly  lower  than  they 
would  have  been,  future  cash  values  on  these 
policies  will  be  higher  This  offer  is  made 
possible  because  of  a  massive  and  dedicated 
effort  in  research  and  development.  It 
provides  a  tax  savings  which  can  be 
channeled  back  to  the  true  owners  of  the 
company,  the  policyowners.  The  "GET  MORE 
OUT  OF  LIFE"  program  is  just  another 
example  of  over  a  century  of  continued 
dedication  io  providing  the  best  possible  life 
insurance  value.  As  for  those  other  life 
insurance  companies ...  guess  you  can  say 
they've  been  out-foxed  again. 

'Policies  issued  after  December  HI,  1977  already  contain 
these  improved  features 

NORTHWESTERN  MUTUAL  LIFE 

The  Quiet  Cotripany 


D  The  Nortfiwestern  Mutual  l.ilt  Insurance  Company,  Milwaukee,  Wisconsin  1980 


There's  a  $1.7-faillum 
defense  and  commercial 
electronics  business  inside 

Rockwell  IntemationaL 


Digital Jlight  control 
atid  electronic 
instrument  systems 
new  Boeing  757  ai 
jetliners  willjly 
these  new  Rockwell 
technologies. 

The  electronics  business  is  growing 
rapidly.  And  Rockwell  International  is  an  impor- 
tant factor  in  that  growth.  Our  widely  diversified 
electronics  business  has  grown  from  $1  billion 
to  $1.7  billion  over  the  last  five  years. 

In  defense  electronics,  Rockwell 
International  is  a  leader  in  electronic  and  elec- 
tromechanical products  and  systems  for  inte- 
grated command,  control,  communications  and 
intelligence  equipment,  and  has  a  major  role  in 
strategic  programs  of  the  highest  national 
priority. 


In  the  commercial  electronics  area, 
Rockwell  International  is  a  worldwide  manufac- 
turer of  avionics,  microwave  transmission  sys- 
tems, data  and  voice  switching  equipment  and 
microelectronic  devices. 

Our  electronic  products  cover  a  wide 
range  of  applications,  reflecting  a  Rockwell 
International  strength:  the  capability  to  bring  to- 
gether many  diverse  technological  and  scientific 
^  disciplines  to  solve  complex  problems. 


Automatic  call  distribution  systems:  This 
Rockwell  electronics  technology  helps  almost 
all  major  U.S.  airlines  and  many  other 
businesses  speed  phone  reservations. 


Electronics. 

(Sales,  fiscal  1980:  $1.7  billion) 

The  same  expertise  that  characterizes 
the  products  shown  above  is  evident 
throughout  Rockwell  International's 
defense  and  commercial  electronics 
businesses.  Our  Collins  avionics 
systems  are  on  board  nearly  every 
U.S. -built  jetliner  and  on  many  general 
aviation  and  military  aircraft.  Rockwell 
is  a  leading  supplier  of  microwave 
transmission  equipment  to  the  tele- 
phone and  special  carrier  industries. 
In  defense,  our  electronics  expertise 
is  being  used  to  develop  the  U.S. 
Army's  HELLFIRE  missile. 


Aerospace. 

(Sales  fiscal  1980:  $2.0  billion) 

Rockwell  International's  record  for 
developing  and  managing  aerospace 
technology  is  unmatched.  We're 
prime  contractor  to  NASA  for  the 
Space  Shuttle  orbiter,  its  main 
engines,  and  we're  assisting  NASA 
in  integrating  the  entire  Shuttle 
system.  We're  also  working  on  the 
B-1  bomber,  its  multi-role  bomber 
derivative,  and  the  fourth  stage  of 
the  MX  missile.  In  our  commercial 
aircraft  business,  we  will  build 
two  large  fuselage  sections  for  the 
new  Boeing  757  jetliners. 


Automotive. 

(Sales,  fiscal  1980:  $1.7  billion) 

A  prime  example  of  Rockwell 
International's  automotive  technology 
is  our  SQHRTw  tandem  truck  axle.  It's 
designed  to  go  a  half-million  miles 
without  a  major  overhaul,  up  to  a 
million  miles  in  line-haul  service  — 
and  it's  more  than  100  lbs.  lighter 
than  competition  in  its  class.  Out 
of  one  of  the  country's  largest  inde- 
pendent automotive  research 
facilities,  we  develop  many  such 
product  improvements  for  on- 
highway  and  off-highway  vehicles 
and  passenger  cars. 


Inertial  navigation  systems: 

The  new  Trident 
submarines  will  rely 
on  Rockwell's  inertial 

navigation  systems,  as 
will  all  of  the  U.S.  Navy's 
presently  planned  attack 
submarines. 


Missile  guidance  systems: 
Rockwell  is 
developing  the  guidance 
and  control  system 
and  the  flight  computer 
for  the  MX  system. 


This  strength  is  reflected  in  all  four  of 
jrcore  businesses:  electronics,  aerospace, 
jtomotive  and  general  industries.  Businesses 
ith  total  sales  of  $6.9  billion  in  fiscal  1980. 


J    Global  Positioning 
System:  Rockwell 

International  is 
developing  technology 
that  will  allow  users  of 
this  satellite  navigation 
system  to  determine  their 
positions  to  within 
30 feet,  anywhere 
on  earth. 


Rockwell  International 
Rockwell's  wescom  PABx       has  3  heritage  of 

(Private  Automatic  Branch  Exchange):  \A/nrLfino  at  tho 
Our  state-of-the-art  digital  technology  in  d  L  LI  le 

private  communications  switching  systems       leadinS  CdSe  Of 

offers  business  superior  reliability  plus  j.      u      I  A  ^ 

savings  in  operation  and  maintenance.  teCnnOlOgy.  AnO 

today,  that  heritage 
is  being  carried  forward 
by  108,000  dedicated  Rockwell  employees, 
including  16,000  engineers  and  scientists 
who  develop,  apply  and  innovatively  manage 
technology  to  meet  many  of  the  world's  unpre- 
cedented challenges. 


reneral  Industries. 

ales,  fiscal  1980:  $1.4  billion) 

jr  innovative  general  industries 
chnologies  helped  us  develop  the 
st  U.S.-made-and-ifistalled  large- 
ameter  ball  valve  for  oil  and  gas 
pelines.  Rockwell  International 
also  working  to  meet  the  world's 
owing  need  for  alternative  energy 
urces,  including  nuclear,  solar,  and 
•al  gasification  and  liquefaction, 
jr  Goss  presses  print  two  out  of 
ree  U.S.  daily  newspapers,  and  our 
moldi  subsidiary  is  one  of  the 
Drid's  leading  suppliers  of  industrial 
wing  machines. 


If  you'd  like  to  know  more  about  the 
businesses  inside  Rockwell 
International,  please  write  for  our 
recently  published  1980  annual 
report.  Rockwell  International, 
Dept.  815R-18,  600  Grant  Street, 
Pittsburgh,  PA  15219. 


Rockwell 
International 


...where  science  gets  down  to  business 

Automotive  /Aerospace 
Electronics  /General  Industries 


''We  even  sell  Corfam  to  U.S.  semiconductor 
firms.  They  use  it  to  make  silicon  wafers. " 


Polish  joke 


By  Maurice  Barnfather 


We're  kinda  proud  .  .  .  always 
felt  we  had  a  good  product.  It 
was  just  the  market  and  our 
timing  that  weren't  exactly  right,"  says 
Du  Font's  top  Corfam  production  expert 
Ronald  Moltcnbrey.  He's  not  being  nos- 
talgic. Admittedly,  a  decade  has  gone  by 
since  Du  Pont  put  up  the  shutters  on 
Corfam  production  after  eight  years  and 
$100  million  had  been  lavished  on  this 
alternative  to  leather.  But  Corfam  is  far 
from  dead.  Poland  bought  the  process 
from  Du  Pont,  set  up  a  factory  in  1974 
and,  much  to  the  chagrin  of  Du  Pont,  is 
now  shipping  Corfam  back  to  the  U.S.  in 
ever-increasing  quantities.  The  joke, 
most  definitely,  is  on  Du  Pont. 

"Okay.  We  stubbed  our  toes  on  Cor- 
fam. But  termination  of  the  venture  and 
sale  of  the  plant  and  technology  proved 
to  be  the  most  sensible  arrangement," 
says  Richard  Heckert,  the  Du  Pont  vice 
president  most  closely  associated  with 
biting  the  Corfam  bullet  ten  years  ago. 
"There's  no  agony  about  havmg  made 
the  decision,"  he  insists.  Presumably  no 
joy  either.  Figures  are  not  easy  to  come 
by  from  an  Eastern  bloc  country,  even 
one  as  civilized  as  Poland.  But  in  the 
early  Seventies  Poland  was  a  net  import- 
er of  leather  at  about  a  $.S  million  annual 
drain  on  its  desperately  small  reserves  of 
hard  currency.  "It's  probably  still  a  net 
importer  of  leather,  but  only  barely," 
says  Moltcnbrey.  "Now  that  it's  export- 
ing Corfam,  the  whole  project  has  clearly 
been  very  successful  for  Poland." 

But  can't  you  force-feed  anything  to  a 
captive  Communist  consumer?  "Not  at 
all,"  says  the  Du  Pont  man,  who  with  48 
trips  to  Poland  in  seven  years  has  to 
know  something  about  the  Poles.  "Many 
people  say  they  have  control  over  their 
market,  but  they  really  don't.  Sure,  if  not 
enough  leather  is  imported  then  some  of 
the  alternatives  will  sell.  But  they've  got 
the  same  fashion  problems,  the  same 
problems  of  value,  length  of  wear.  It's 


still  up  to  the  consumer  what  they  buy." 

He's  got  a  point  if  Corfam,  or  PolCor- 
fam,  as  it's  called,  is  shipped  to  U.S. 
consumers,  who  rejected  it  at  first.  But 
why  is  It  selling  so  well  here  a  decade 
after  Du  Pont  decided  it  did  not  have  a 
future?  After  all,  ten  years  ago  people 
objected  to  shoes  made  of  an  inflexible 
plastic  k)ok-alike  that  roasted  your  feet. 
Corfam 's  drawbacks  seemed  so  obvious 
It  became  the  butt  of  jokes  like  the  Sa- 
lani/><)(»i  memorable  vision  of  an 
Episcopalian  Hell  where  all  shoes  are 
made  of  Corfam.  The  answer,  of  course, 
is  that  it's  not  quite  the  same  product. 
Are  the  Poles  more  technologically  ad- 
vanced than  Du  Pont?  Not  quite.  But 
they  are  clearly  very  good  at  drawing  up 
contracts.  "Our  agreement  with  Poland 
had  us  making  significant  product  im- 
provements related  to  softness,  breatha- 
bility  and  aesthetics,"  says  Moltcnbrey. 


There's  yet  another  advantage.  The  m 
terial  is  not  called  Corfam,  not  even  Pc 
Corfam,  by  the  time  it  gets  made  in 
shoes.  In  tact  it's  not  called  anything, 
skillful  if  somewhat  obvious  way  to  avo 
further  bad  publicity  for  the  product.  Tl 
Polish  company  Polimex-CEKOP  Lt( 
which  bought  the  Corfam  plant  from  E 
Pont  and  reassembled  it  lock,  stock  ai 
barrel  in  Pionki,  Poland,  makes  what 
called  unfinished  greige  (or  base)  gooc 
This  IS  imported  into  the  U.S.  by  COMP 
Inc.,  of  Waltham,  Mass.,  a  maker  of  equi 
ment  and  apparel  products  for  the  shi 
industry.  CC)MPO's  finishing  plant 
New  lersey  turns  it  into  Nufam,  whu 
goes  to  the  likes  of  Edison  Brothers  ai 
Brown  Shoe.  Their  shoes  are  stampi 
"man-made  material." 

"Unless  you  can  identify  the  materi 
yourself,  you're  not  sure  what  you're  gc 
ting,"  remarks  Moltcnbrey. 

To  be  fair,  Polimex-CEKOP  has  n 
had  the  same  competition  from  tl 
leather  and  synthetic  leather  industri 
as  Du  Pont.  Ten  years  ago  Du  Pont  nee 
ed  to  sell  7S  million  to  100  million  squa 
feet  of  Corfam  a  year  but  sold  only  > 
million.  Moreover,  it  was  faced  with 
rush  of  imported  hides  that  kept  tl 
price  down  despite  a  growing  shortage 
home-produced  leather.  But  the  price 
leather,  .SO  cents  to  60  cents  a  foot  wh( 
Corfam  was  first  introduced  in  \96^, 
now  over  SL-SO  a  foot.  Alternatives  111 
vinyl  have  risen  in  price  only  from  >; 
cents  to  50  cents  a  foot.  Corfam?  H 
cause  there  is  no  real  vinyl  industry 
Poland,  Corfam  en)oys  a  much  broada 
based  domestic  market,  and  this  hi 
helped  keep  its  price  at  about  $1.20,  (] 
about  90  cents  when  Du  Pont  sold  it.  j 

In  Poland,  lack  of  competition  has  i 
lowed  Corfam  into  products  other  tha 
shoes;  It  is  used  in  luggage,  school  ba. 
and  the  like.  Once  more  likely  to  I 
damaged  than,  say,  vinyl,  PolCorfam 

equally  well  suited  for  such  products 
It's  a  good  product.  But  how  well  is 
doing  here?  COMPO  is  reluctant  to  di 
close  numbers.  "Let  us  just  say  we've  sefl 
a  dramatic,  really  drastic  rise  in  the  dl 
mand  for  Nufam  over  the  past  1 2  months) 
they  said.  Why?  "Reptile!"  comes  tl 
shout  from  the  telephone.  They're  n 
hurling  personal  abuse,  merely  pointii 
out  rhat  alligator  and  lizardlike  produc 
are  "in"  this  year,  that  real  alligator  sk 
sells  for  $138  a  foot  and  Nufam  is  ideal 
suited  to  this  up-market  product. 

Let  George  Newman,  the  Bost( 
leather  goods  supplier  who  ten  years  aj 
bought  Du  Pont's  entire  stock  of  Corfaji 
for  only  $6  million,  have  the  last  wor) 
"If  Du  Pont  had  held  out  another  til 
years,  they'd  be  in  great  shape."  Whi 
does  he  say  now?  "It's  even  better.  Ml 
sell  Corfam  to  U.S.  semiconductor  firrn 
They  use  it  to  make  silicon  wafers,  aij 
we  certainly  hope  to  become  a  growii) 
presence  in  this  industry."  ■ 
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ve  Wests  track  record  is  a  dream — if  you 
Open  to  like  nightmares.  Hes  back  in  busi- 
ss  again,  this  time  buying  gold.  Look  out. 

Only  in 
America 


By  Allan  Sloan 

I     REAT    ARTISTS     HAVE  INDELIBLE 

-  Styles.  You  can  recognize  a  Bee- 
I  thoven  symphony  or  a  Picasso 
ting  or  a  Chagall  stained-glass  win- 
without  looking  for  the  credit  line, 
/hen  a  commercial  for  a  gold-buying 
ice  appeared  on  the  tube  the  other 
It,  the  combination  of  phone  num- 
flashing  on  the  screen  and  ridiculous 
ns  made  one  instantly  think  of  Ste- 
West,  the  only  man  inventive 
igh  to  loft  checks  with  the  kite  cord 
iuam  and  the  tail  in  Hamtramck, 
h.  Could  It  he. that  Steve  West? 
deed,  that's  who  it  was.  If  you  don't 
;ve  that  the  U.S.  is  the  land  of  oppor- 
ty,  you  haven't  met  Steven  West, 
t,  39,  is  living  proof  that  Americans 
willing  to  give  almost  anyone  a 
ice  to  succeed,  no  matter  how  little 
eserves  it. 

est,  off  his  record,  deserves  very  lit- 
Blessed  with  a  brilliant  mind,  a  slick 
of  patter  and  a  degree  from  the  Uni- 
ity  of  Pennsylvania's  prestigious 
irton  School,  West  has  wreaked  fi- 
nal havoc  for  almost  a  decade.  He's 
ed  two  smallish  publicly  owned 
panics,  stiffed  creditors  for  more 
I  $8  million  and  left  failed  business- 
his  own  and  other  people's — all  over 
place. 

irough  it  all,  West  has  lived  royally: 
>h  hotel  suites,  trips  to  the  posh  La 
ta  resort  in  California,  chauffeured 
)usines. 

ow.  West  is  back  in  business  in  New 
c  City,  his  hometown.  He's  presi- 
:  of  something  called  New  York  Gold 
ilver  Exchange  Inc.,  which  runs  ads 

proclaim:  "We  guarantee  to  pay  the 
t  cash  for  gold."  There  are  18  loca- 
s,  or  so  West  says.  He  claims  to  be 
New  York  area's  biggest  gold-buying 
ice.  Is  he  the  biggest  and  best-pay- 

He  can't  prove  it.  But  that  doesn't 

him  from  advertising  it. 
lis  is  West's  second  time  around  in 


Nctv  y<>rk  Cold's  Steve) i  West 


From  Hamtramck  to  Guam  to  gold.. 

New  York.  Three  years  ago,  his  face  was 
in  full-page  ads  touting  his  books,  which 
included  such  epics  a?, Life  After  Death,  Ihe 
Power  and  Pleasure  of  Sex  and  How  to  Lire 
Like  a  Millionaire  on  an  Ordinary  Income 
The  Millionaire  book  was  a  primer  on 
legal  and  maybe  not-so-legal  ways  to  stiff 
creditors,  an  art  at  which  West  is  adept. 

In  past  capers,  some  of  West's  former 
associates  say,  he  routinely  invented 
documents,  including  some  that  trans- 
ferred assets  to  other  people.  After  years 
of  avoiding  debts — for  instance,  he 
seems  to  have  made  no  payments  on  a 
loan  he  got  from  First  Pennsylvania  Bank 
in  1972— West  filed  for  personal  bank- 
ruptcy in  San  Diego  in  October  of  1979. 

His  major  creditor  was  the  factoring 
division  of  New  York's  Chemical  Bank, 
which  foolishly  lent  some  of  West's  now- 
defunct  companies  more  than  $8  mil- 
lion. The  bank  took  a  $7.2  million  bath. 

West  went  bankrupt  very  cleverly. 
When  he  filed  his  application,  he  called 
himself  a  California  resident,  though  he 
seemed  to  spend  a  lot  of  time  on  Long 
Island.  He  listed  only  about  $7,000  in 
assets  and  more  than  $8  million  of  debts. 
He  was  declared  bankrupt  in  March 
1980.  His  creditors  didn't  get  a  thing. 

But  by  then  West  was  already  at  New 
York  Gold  &  Silver.  The  company  start- 


ed business  sometime  in  1979 — it's  not 
clear  whether  it  was  before  West  filed  for 
bankruptcy — but  didn't  incorporate  until 
lanuary  1980,  according  to  information 
on  file  in  New  York  City.  West  claimed 
in  a  secondhand-dealer's  license  applica- 
tion that  he  owned  at  least  10%  of  New 
York  Gold  &  Silver,  but  didn't  say  when 
he  acquired  it.  Because  West's  New  York 
Gold  Silver  holding — presumably 
worth  something — didn't  show  up  as  an 
asset  in  his  bankruptcy  filing,  his  credi- 
tors couldn't  touch  it. 

West  doesn't  want  to  talk  about  that, 
or  much  of  anything.  He  didn't  want  his 
picture  taken,  so  we're  using  one  that's 
two  years  old.  West  pleaded  security  as  a 
reason  not  to  be  photographed.  A  less 
charitable  thought  is  he  doesn't  want  his 
former  creditors  to  know  he's  back. 

West's  new-found  modesty  is  a  depar- 
ture from  form.  In  previous  escapades  he 
courted  publicity,  appearing  frequently 
on  TV  commercials  and  talk  shows.  Hav- 
ing left  a  string  of  failed  businesses  and 
frustrated  creditors  in  New  York,  New 
lersey,  Pennsylvania  and  Connecticut, 
he  surfaced  in  Detroit  in  early  1977  say- 
ing he  was  worth  $6  million.  He  took 
over  Federal's  Inc.,  an  18-unit,  Detroit- 
based  department  store  chain.  The  chain 
had  been  marginal  since  coming  out  of  a 
Chapter  11  proceeding  in  1976,  and  be- 
came submarginal  under  West.  West 
launched  a  heavy  schedule  of  TV  ads 
proclaiming  Federal's  had  the  best  prices 
in  town — sound  familiar? 

Among  other  things,  he  used  Federal's 
credit  to  get  $150,000  of  advertising  that 
his  personal  companies  used  to  tout  his 
books — money  he  never  repaid.  His 
companies  stiffed  Federal's  for  more 
than  $1  million  in  all.  Federal  's  merchan- 
dise, which  West  claims  he  bought, 
stocked  his  wife's  boutique  in  Great 
Neck,  N.Y.  Federal's  paid  him  $74,000 
for  three  moneylosing  pet  stores.  He  nev- 
er held  a  shareholders'  meeting.  When 
things  got  tight,  he  stopped  making  pay- 
ments to  the  employees'  pension  fund 
and  didn't  remit  sales  tax  money  to  the 
State  of  Michigan.  (The  state  got  its 
money  after  threatening  to  close  Feder- 
al's.) No  one  touched  him,  though  the 
IRS  is  investigating  possible  tax  fraud.  In 
early  1979  the  company  slipped  away, 
and  so  did  West. 

He's  moved  his  gold-buying  act  onto 
local  New  York  TV  now,  and  is  getting 
credit  from  at  least  four  stations.  One 
salesman  says  it  will  be  May  before  the 
stations  go  after  money  for  january  com- 
mercials in  earnest. 

The  New  York/to//v  News  says  West  is 
current  on  the  $1 19,000  of  ads  he  bought 
last  year.  Master's  Inc.,  a  department 
store  chain,  says  he's  been  a  fine  tenant. 
"He  acts  like  a  guy  who's  going  to  pay," 
says  someone  who  sold  him  TV  time.  "If 
this  guy  is  a  con  man,  I'd  like  to  go  to  his 
school.  He's  got  to  be  good."  ■ 
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UNITED  STATES 
NEEDS 
AMODERN 
TAX  SYSTEM  TH  A 


INVESTMENT 
AND 

CREATE  JOBS 

W.  Bruce  Thomas. 
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Executive  Vice  President, 
Accounting  and  Finance," 
United  States  Steel 


i™merican  industry  has 
Jim.  become  less  compet- 
itive internationally  because 
of  our  outdated  tax  laws. 
We  must  compete  with  one 
hand  tied  behind  our  back, 
because  the  nation's  income 
tax  laws  do  not  recognize  the 
existence  of  inflation;  they 
penalize  investment  rather 
than  reward  it. 

"Most  of  us  are  now  pain- 
fully aware  of  the  impact  of 
inflation  on  prices— and  on 
interest  costs.  But  not  every- 
one is  as  fully  aware  that  our 
tax  laws  discourage  invest- 
ment in  new  industrial  plant 
and  equipment. 

"Present  United  States 
tax  laws  require  companies 
to  stretch  out  deductions  for 
their  plant  and  equipment 
expenditures  over  a  very 
long  period  — twelve  years  in 
the  case  of  steel.  In  a  period 
of  substantial  inflation,  this 
long  capital  cost  recovery 
results  in  taxing  phantom 
profits"  because  the  depreci- 
ation deductions  are  far  less 
than  the  real  cost  of  replac- 
ing the  facilities. 

"The  United  States  lags 
behind  other  major  indus- 
trial nations  in  the  speed 
with  which  capital  expendi- 
tures can  be  recovered. 
For  example,  in  Canada  the 
recovery  period  for  steel 
producing  facilities  is  about 
five  times  as  fast  as  in  the 
United  States. 


"As  a  result,  since  1960 
the  United  States  has  ranked 
dead  last  among  major 
industrial  nations  in  the  por- 
tion of  gross  national  prod- 
uct devoted  to  plant  and 
equipment  spending.  We've 
also  ranked  dead  last  in  the 
rate  of  improvement  in  out- 
put per  manhour.  As  a  result, 
not  enough  jobs  have  been 
created,  because  there  is  a 
direct  relationship  between 
spending  for  plant  and 
equipment  and  the  creation 
of  additional  jobs. 

"Reversing  these  alarm- 
ing trends  will  require  a 
change  in  the  nation's  tax 
laws  to  furnish  American 
industry  with  a  modern  tax 
depreciation  system  that  is 
competitive  with  the  laws  of 
other  major  industrial  nations. 

"  The  need  for  this  reform 
in  our  tax  laws  is  critical  — 
and  urgent— if  our  country  is 
to  have  the  new  plant  and 
equipment  that  will  restore 
the  strength  of  America's 
industrial  base  and  provide 
the  growth  in  meaningful 
jobs  that  American  workers 
need  and  deserve. 

"Quite  clearly,  the  time 
to  act  is  nowl 

"That's  the  way  we  see  it. 

"How  do  you  see  it?" 

United  States  Steel 

600  Grant  Street,  Pittsburgh,  PA  15230  /^^^^^^^^^^ 
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The  reason  Alcan  Aluminium  of  Montreal  is 
now  the  brightest  star  in  the  aluminum  indus- 
try is  that  it  was  bom  under ... 


The  sign  of  the 
water  bearer 


By  Thomas  Jaffe 


IT  IS  INDEED  the  Age  of  Aquarius  for 
Montreal's  $5  billion  (sales)  Alcan 
Aluminium  Ltd.  these  days.  About 
60%  of  its  primary  smelter  capacity,  or 
some  1  million  tons,  is  in  Canada,  where 
plentiful  hydroelectric  power  keeps  Al- 
can's  average  energy  cost  there  per 
pound  of  aluminum  down  to 
only  5  cents.  In  the  U.S.,  com- 
petitors Aluminum  Co.  of 
America,  Reynolds  and  Kaiser 
must  spend  around  .3  times  that. 

This  means  Alcan  can  manu- 
facture inexpensively  a  large 
quantity  of  raw  aluminum 
ingot,  which  it  then  can  supply 
to  its  own  U.S.  fabricatini; 
plants  as  well  as  sell  to  others. 
When  there  is  tight  supply  and 
demand  for  ingot  plus  a  strong 
U.S.  aluminum  market,  as  was 
the  case  for  much  of  1980,  the 
company  can  run  both  its  smelt- 
ers and  its  factories  full  out.  Add 
those  high  operating  rates  to 
gether  with  higher  prices  foi 
ingot  and  fabricated  products, 
and  Alcan's  eamings  go  through 
the  roof.  A  penny  increase  in 
the  annual  price  of  ingot  can 
account  for  about  12  cents' 
worth  of  additional  eamings  per 
Alcan  share;  a  penny  increase  in 
the  price  of  fabricated  products, 
some  25  cents. 

Last  year,  for  example,  Al- 
can's net  income  increased 
27%,  to  $542  million,  or  $6.70  a 
share.  Alcan's  operations  in 
North  America  and  in  the  Ca- 
ribbean (mainly  a  marginally 
profitable  Jamaican  bauxite-pro- 
ducing subsidiary)  together 
jumped  74%,  from  $242  million 
m  profits  to  $42 1  million  on  just 
19%  more  volume.  At  Alcoa,  on 
the  other  hand,  overall  net  fell 
7%,  to  $470  million,  "in  the 


face  of  a  recession  and  increasing  costs." 

Since  Alcan  was  formed  from  Canadian 
and  international  operations  that  Alcoa 
spun  off  in  1928,  it  would  make  a  nice 
irony  to  say  Alcan  has  become  the  most 
profitable  firm  in  the  industry.  But  any 
such  judgment  would  be  premature.  Al- 
can keeps  its  inventories  on  an  average- 
cost  basis,  which  inflates  profits;  Alcoa 


Akdn  Aliinuiiiuni  (J'O  I kii  /ci  CJilrcr 
"We  cant  afford  to  sit  on  our  advant€ige." 


uses  last-in-first-out.  Were  Alcoa  to  ado\ 
the  Alcan  method,  Alcoa's  edge  in  profii 
would  be  substantial.  But  as  it  is,  throug 
1 979  Alcan  ranked  last  among  the  alum 
num  big  four  in  five-year  earning 
growth  and  third  in  return  on  equif 
barely  behind  Alcoa.  By  the  end  of  1981 
however,  Alcan  had  breezed  by  Alcoa  o 
both  counts  to  become  tops  in  the  grou 
as  the  company  took  full  advantage  of  ii 
lower  energy  costs  in  the  tight  Nort 
American  aluminum  market. 

David  M.  Culver,  Alcan's  6-foot,  pipi 
smoking  chief  executive  who  took  ov( 
as  top  man  in  1979,  says  there's  plent 
more  to  his  job  than  beating  out  h: 
Pittsburgh  rival.  "I  don't  get  up  in  th 
morning  hankering  to  rub  Alcoa's  face  i 
a  bad  earnings  statement,"  he  chuckles 
A  graduate  of  McGill  University  an 
Harvard  Business  School  who  has  bee 
with  Alcan  since  1949,  the  56-year-ol 
Culver  is  the  image  of  tidiness.  Lean  an 
succinct,  he  uses  an  old  French  counti 
table  without  drawers  as  a  desk.  Drav 
ers,  he  says,  only  make  for  clutter.  Culv( 
IS  just  as  precise  about  how  he  passes  h: 
spare  time:  "I  gave  up  jogging  years  ag 
because  it's  boring.  My  theory  is  that  a 
activity  that  bores  you  is  not  physical] 
good  for  you." 

Instead,  Culver  walks  tw 
miles  to  work  every  day,  even  i 
the  dead  of  Montreal's  bitte 
winters  when  temperatures  ca 
fall  to  below  zero.  "I  also  do  it  1 
be  alone,"  he  admits. 

Alcan  does  not  lack  for  prol 
lems  that  Culver  can  pond< 
during  those  strolls.  Althoug 
Its  North  American  operatior 
brought  Alcan  a  bonanza  ( 
profits  last  year,  elsewhere  ii 
come  on  an  operating  basis  d< 
elined  16%,  to  $121  million 
These  other  geographic  area 
accounted  for  around  50%  ( 
unit  volume  but  only  22%  ( 
profits.  Not  every  foreign  outf: 
is  a  laggard,  of  course.  Lati 
America,  for  example,  long  he 
been  a  star.  This  is  due  prima; 
ily  to  Alcan's  Brazilian  subsic 
lary,  which  is  vertically  intt 
grated  all  the  way  from  the  mil 
ing  of  bauxite  to  tH 
manufacture  of  siding  and  evaj 
orators  for  refrigerators. 

The  main  culprit  in  Alcan) 
lagging  offshore  profits  has  bee) 
Its  ailing  $740  million  U.K.  diyi 
in  1980  bare^ 
What  makd 
this  particularly  frustrating  til 
Culver,  is  that  Alcan  has  invesj 
cd  nearly  $100  million  sine 
1976  to  improve  British  ope 
ations.  "We've  been  solvir 
problems  in  the  U.K.  for  yeai 
now,"  says  Culver,  who  was  ii 
charge  of  worldwide  fabricatia 


sion,  which 
showed  a  profit 
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Eighteen  thousand  (5ffmon^il^^ 
know  National  Life  and  Accident  because 
they  bought  its  insurance  at  a  discount. 


None  of  them  know  the  company  that  actually  sold  it. 

Because  NLT  Marketing  Services  is  the  newest  part  of  the  $4-biUion  NLT  family. 

A  family  involved  in  insurance,  broadcasting,  entertainment,  real  estate  development, 
data  processing,  lodging,  and  more. 

NLT  Marketing  Services  is  part  of  it.  Its  business  is  offering  the  best  of  our  three 
great  life  insurance  companies— The  National  Life  and  Accident  Insurance  Company, 
Great  Southern  Life  Insurance  Company,  and  Guardsman  Life 
Insurance  Company— to  insurance  agents  and  brokers  nationwide. 
Never  before  have  these  programs  been  available  through  one 
centralized  source. 

NLT  Marketing  Services  is  an  important  and  exciting  part  of 
NLT.  A  corporation  made  up  of  interesting  people  doing  interesting 
things.  And  always  doing  them  a  little  better  than  they 're  expected  to. 
,  You  never  heard  of  NLT?  Well . . .  keep  listening. 


NIT 


.More  than  you'd  expect.' 


vccn  1968  and  1975.  "It's  been  a 
;t  problem-solving  exereise."  The  lat- 
trouble  is  that  Alean  operates  one  of 
■e  British  rolling  mills  largely  for  the 
mfacture  of  common  alloy  sheet,  one 
le  least  profitable  of  aluminum  prod- 
and  there  is  market  enough  for  only 
mills'  worth  of  output.  So  Alean 
Js  to  find  customers  for  about  7(),()()() 
;  of  its  U.K.  alloy  sheet  production. 
I  ulver  hopes  to  get  rid  of  his  British 
_  overproduction  throughout  the  rest 
'  of  the  Common  Market.  At  the 
e  time,  he  wants  to  specialize  the 
luct  lines  of  his  other  European  divi- 
s  so  that  each  will  have  its  own  selling 
ngths.  Alean  dropped  out  of  the  pots- 
pans  business  in  West  Germany.  Im- 
:  extrusions  are  no  longer  made  there 
er.  And  there  is  more  pruning  to  come, 
igh  Culver  won't  say  where.  Mean- 
Ic  he  has  been  expanding  as  well, 
iaily  in  Germany,  normally  Alcan's 
)pean  profit  leader.  Since  the  late  Sev- 
es  the  company  has  enlarged  foundry 
lities,  installed  a  $50  million  third 
ng  mill,  begun  to  make  pistons  for  the 
smaller  gas  engines  and  diesels  and 
$80  million  for  a  smelter.  Also  in 
n,  soon  to  be  a  Common  Market 
nber,  Alean  has  a  43%  interest  in  a 
Iter  that  began  full  operation  last  year 
is  the  operating  partner  in  a  $800 
ion  project  to  build  an  adjacent  .ilumi- 
)auxite  concentrate)  plant.  Scheduled 
x'n  this  year,  Alean  will  supply  it  with 
rom  a  mine  in  Guinea, 
ulver  is  expanding  in  Germany  and 
n  because  he  belie  vest  he  total  Europe- 
luminum  market  will  grow  as  much  as 
to  4%  a  year  during  the  Eighties.  "In 
)pe  we  are  either  the  biggest  or  equal  to 
liggest  in  all  the  businesses  we're  in," 
lys,  "and  I  want  to  stay  that  way."  Yet 
expansion  plans  suffered  a  setback 
n  last  month  Alean  admitted  that  a 
Irish  alumina  plant,  in  which  it  has  a 
interest,  had  bogged  down  in  cost 
runs. 

nother  nagging  problem  for  Alean  is 
alf-interest  in  nearly  $2  billion  (sales) 
pon  Light  Metal,  Japan's  biggest  alu- 
um  company.  The  high  cost  of  ener- 
las  shut  down  some  40%  of  that 
itry's  primary  smelter  capacity 
.BES,  .////)'  21,  J9S()).  So  despite  its 
ortant  participation  in  the  world's 
nd  largest  aluminum  market,  Alean 
earned  practically  nothing  through 
pon  since  1974. 

ulver's  long-range  solution  has  been 
egotiate  the  right  to  build  a  $1  bil- 
,  30(J,000-ton  Australian  smelter.  Not 
■  is  Australia  rich  in  bauxite  and  coal, 
its  proximity  to  Japan  and  other 
in  markets  makes  it  the  ideal  supply 
it  from  which  to  exploit  increasing 
ninum  consumption  throughout  the 
fic  Rim.  So  once  Nippon  starts  to 
ive  those  Australian  supplies  in  1984 
in  concentrate  on  becoming  more  of 
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Radio  ^ck^  Vi^Calc 
Ftogram  is  die  Most 
Itn^rtaiit  Planning 
a 


Can  Use! 


Put  It  to  Work  Today 
WithTRS-80" 
Computer 
Models  I.  II  and  III 

Designed  for  the  Decision  Maker,  VisiCalc 
is  so  effective  that  if  no  other  computer 
program  existed,  VisiCalc  alone  would 
justify  your  owning  a  TRS-80.  It's  an  all- 
purpose  planning  and  modeling  program 
that  dramatically  changes  the  way  you 
make  calculations.  Ideal  for  business- 
men, scientists,  accountants,  engineers, 
chemists  —  anyone  wanting  to  solve, 
examine  and  revise  complex,  formula- 
oriented  computations  at  the  touch  of  a 
button! 

The  "Electronic  Worksheet."  Think  of 
VisiCalc  as  a  giant  columnar  pad  divided 
into  as  many  as  63  columns  and  254 
rows  (some  restrictions  depending  on 
amount  of  available  memory).  It  easily 
adapts  to  your  specific  numerical  prob- 
lems, big  or  small.  Just  insert  the  num- 
bers and  formulas  to  perform  the  desired 
calculations,  and  VisiCalc  does  the  rest. 


Radio  /haek 


The  biggest  name  in  little  computers** 

A  DIVISION  OF  TANDY  CORPORATION 

Radio  Shack,  Dept.  81-A-114 
1300  One  Tandy  Center 
Fort  Worth,  Texas  76102 
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It's  simple  to  set-up  your  own  charts, 
tables,  and  data.  The  computer  screen  is 
a  "window"  through  which  you  view  any 
section  of  the  worksheet. 

Here's  Where  the  Magic  Begins.  'What  If 
..."  forecasting  becomes  a  snap  with 
VisiCalc.  Change  a  number  or  formula 
and  you  can  instantly  see  the  difference  it 
makes  throughout  the  entire  worksheet. 
VisiCalc  lets  you  view  the  effect  of 
hundreds  of  different  variables  faster  and 
more  thoroughly  than  ever  before  possi- 
ble. And  you  can  print  specified  portions 
of  your  worksheet  with  an  optional 
printer,  or  store  it  on  disk  for  later  use. 

Amazing  Versatility.  VisiCalc  is  a  power- 
ful tool  for  everything  from  corporate 
financial  planning  to  engineering  analysis 
to  family  budgeting.  The  applications  are 
almost  limitless.  Don't  pay  for  expensive, 
outside  time-sharing  when  you  accom- 
plish more,  internally,  with  your  own 
cost-saving  TRS-80  computer  and 
VisiCalc. 

And  It's  So  Affordable.  Our  VisiCalc  soft- 
ware packages  are  as  low  as  $99.95. 
Complete  computer  systems  for  VisiCalc 
start  at  $2495.  Printers  begin  at  $799.  All 
supported  by  6100  Radio  Shack  stores 
and  dealers,  123  Computer  Centers,  and 
135  Service  Centers.  Come  see  what 
VisiCalc  can  do  for  your  today! 

Retail  pnces  may  vary  at  individual  stores  and  dealers. 
Special  order  may  be  required  initially. 

"'VisiCalc  is  a  trademark  of  Personal  Software,  Inc. 

Send  for  More  Information  on 
VisiCalc  or  TRS-80  Computers 
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a  fabricated  products  company  for  the 
Japanese  market,  which  Culver  thinks 
will  grow  5%  to  7%  a  year  through  the 
Eighties.  "We've  already  survived  the  ty- 
phoon," says  Culver.  "Now  is  the  last 
time  we'd  ever  give  up  on  them." 

Back  in  North  America,  Culver  admits 
that  Alcan  has  not  been  a  major  partici- 
pant in  higher- margin  segments  of  the 
fabricated  products  market — such  as 
aerospace,  automobiles  and  beverage 
cans — because  of  inferior  technology. 
Culver  is  trying  to  redress  the  balance. 
Since  1975  the  company's  R&D  budget 
has  almost  doubled,  to  $41  million.  But 
he  will  have  a  hard  time  matching  indus- 
try leader  Alcoa,  which  spent  nearly  $70 
million  in  1980,  and  during  the  last  five 
years  put  twice  as  much  money  into 
research  as  Alcan. 

Still,  David  Culver  has  something  oth- 
er aluminum  executives  would  give  their 
eyeteeth  for — that  abundant  Canadian 
hydroelectric  power.  "We  can't  afford  to 
sit  on  our  advantage,"  he  says.  "We're 
going  to  work  it  for  all  we  can."  Alcan 
recently  spent  $425  million  on  a  new 
188, 000- ton  smelter  at  Grande  Baie, 
Que.  It  IS  considering  building  one  of 
about  the  same  size  in  Manitoba  as  well. 
Culver  would  also  like  to  add  at  least 
200,000  more  tons  of  capacity  to  his 
giant  Kittimat,  B.C.  complex  despite 
stiff  opposition  from  environmentalists. 

Overexpansion  has  been  the  longtime 
bugaboo  of  the  aluminum  industry 
(Forbes, 5).  But  Culver  thinks  that, 
for  the  rest  of  the  Eighties,  an  increase  of 
up  to  500,000  tons  of  smelter  capacity  in 
Canada  is  a  reasonable  capital  program. 
With  the  strongest  balance  sheet  of  the 
big  four  (long-term  debt  is  only  22%  of 
total  capital).  Culver  certainly  can  fi- 
nance it.  Besides,  he  has  that  insur- 
mountable energy  cost  advantage  to  pro- 
tect him  in  soft  markets. 

Because  of  its  significant  exposure  to 
international  markets,  a  possibly  deep 
recession  in  Europe  and  Japan  in  1981 
plus  a  slow  recovery  in  the  U.S.  are 
bound  to  damage  Alcan's  profits.  Earn- 
ings may  drop  as  low  as  $4.50  a  share 
from  the  current  $6.70.  But  Alcan's  ener- 
gy edge  is  likely  to  become  so  much 
more  important  during  the  next  econom- 
ic upswing  that  it  could  earn  at  least 
twice  that  in  1983. 

For  a  man  facing  a  down  year,  David 
Culver  certainly  acts  confident.  Lately 
he's  been  busy  with  a  plan  to  move  Al- 
can's international  headquarters  from 
the  current  42-story  high-rise  location  to 
a  clutch  of  19th-century  buildings  on  a 
downtown  Montreal  street.  Culver  says 
he  likes  that  street  because  he  used  to 
walk  to  school  along  it.  "I  don't  like 
skyscrapers.  I  love  low  rises."  To  hear 
Culver  talk  about  the  project,  he  almost 
sounds  like  a  neighborhood  kid  who  left 
home,  made  good  and  now  is  coming 
back,  fust  like  Alcan  itself.  ■ 


There  are  two  ways  to  mine  nickel.  And,  fo\ 
the  first  time  in  a  decade,  Chuck  Bairds  com 
pany  is  flush  with  the  right  kind  of  ore. 


Inoo's  ace 
in  the  hole 


By  Jean  A.  Briggs 


CHARLES  F.  (Chuck)  Baird  has  a 
knack  for  being  in  the  right  place 
at  the  wrong  time.  In  1965  he  left 
Exxon  to  do  a  public  service  stint  in 
Washington — and  wound  up  deep  in  the 
military-industrial  complex  when  its 
prestige  hit  new  lows  during  the  Viet- 
nam War.  Baird,  a  ramrod-straight  for- 
mer marine  officer  from  Southampton, 
N.Y.,  headed  back  to  Exxon  three  years 
later.  He  says,  "The  man  I  had  recom- 
mended to  succeed  me  became  corporate 
treasurer,  the  job  I  had  sought.  So  I  joined 
Inco  as  chief  financial  officer."  Almost 
immediately  the  Toronto-based  com- 
pany's fortunes  began  to  decline. 

For  decades,  Inco  Ltd.  was  the  industry 
leader  in  nickel,  with  90%  of  the  world 
market,  and  margins  and  return  on  equity 


both  above  20%.  But  the  Seventies  we 
hard  times.  First  came  a  costly  strik 
Then  the  oil  price  shock  hit  with  a  vq 
geance.  During  the  Seventies,  demaij 
which  had  been  growing  at  least  6% 
year  for  two  decades,  slumped  just 
many  eager  new  producers  were  openi 
mines  and  were  loath  to  cut  output.  Th 
sparked  a  price  war  in  1977  and,  whj 
Inco  never  actually  lost  money,  margi 
fell  to  below  4%  in  1978.  When  busin< 
picked  up  again,  guess  what  happen* 
Inco  faced  another  strike  and  a  mu 
weaker  balance  sheet.  Debt  stood  at  411 
of  capital,  6  times  the  level  it  was  wh| 
Baird  came  on  board  in  1969. 

The  strike  helped  the  industry.  In 
and  its  rivals  worked  off  all  that  exce 
inventory  much  faster  than  they  oth 
wise  would  have,  but  the  disruption  \m 
costly  to  Inco.  According  to  Baird,  t 


Incu  s  ncu  chief  e.xcculire  officer.  Charles  Baird 
In  the  right  place  at  the  right  time  at  last? 
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BARCLAYS  BANK  HELPS 
BERGER  LAUNCH 
NEW  PAINTS  IN  AUSTRALIA 

Berger  chemists  in  Sydney  have  recently  developed  a  range  of  new  special- 
purpose  paints  -  including  one  that  protects  outboard  motors  from  corrosion. 
Research  and  development  costs  are  high  and,  as  we  have  done  in  other  countries, 
Barclays  helped  Berger  with  their  new  product  programmes  in  Australia. 

Barclays  and  Berger  have  a  lot  in  common.  Berger  with  its  parent  company, 
Hoechst,  is  a  world-spanning  organisation.  And  we  have  our  own  people  in  75 
countries  spanning  five  continents.  So  Berger  can  always  talk  direct  to  a  Barclays 
office  in  the  worlds  major  financial  and  commercial  centres  -  as  can  all  our 
customers.  We  provide  fast,  effective  financial  services  of  every  kind  wherever 
they  are  needed. 

Ask  Barclays  first  for  information  about  international  markets  and  trading 
opportunities.  We  help  most  of  the  world's  successful  companies.  Somewhere 
there  is  a  market  where  we  can  help  you.  ™p» 


ASK  BARCLAYS  FIRST 


BARCLAYS 
International 


Barclays  Bank  has  over  120  branches  in  North  America.  Corporate  enquiries  will  be  welcomed  by: 

Vice  President, Corporate  Business  Development,  Barclays  Bank  International,  200  Park  Avenue,  New  Vork,N.Y.  10166. Telephone  (212)  687  8030. 
Vice  President,  International  Banking,  Barclays  Bank  of  California,  2971  Wilshire  Boulevard,  Los  Angeles,  California  90010.  Telephone  (213)  385  1501. 
Vice  President,  International  Banking,  Barclays  Bank  of  California,  111  Pine  Street,  San  Francisco, California  94111.  Telephone  (415)  981  8090. 
Barclays  Canada  Liitiited,  Suite  3505,  Commerce  Court  West, Toronto,  Ontario  M5L 1G2.  Telephone  (416)  862  0594. 

For  asset  based  financial  services  including  factoring  and  leasing  contact: 

Executive  Vice  President, BarclaysAmerican/Comnicrcial,  201  S.  Tryon  Street, (;harlotte, North  Carolina  28231.  Telephone  (704)  372  8700. 


Strange,  how  many  modem  ideas 

in  car  design  have  come 
out  of  an  ancient  town  in  Bavaria. 


But  not  so  strange  when  you  con- 
sider that  in  the  picturesque,  old  town 
of  Ingolstadt,  Audi  has  gathered  some 
of  the  boldest  and  most  ingenious 
minds  in  the  automotive  field. 

It  is  no  accident  that  we  have  forged 
the  heritage  of  German  craftsmanship 
to  the  advanced  technology  you  find  in 
Audi  luxury  and  sports  sedans. 

As  far  back  as  1933,  when  front- 
wheel  drive  was  a  novel  idea,  we  incor- 


Audi4000  4E$9,425t 
'EPA  estimates  mpg  [26]  highway  mpg  41 

porated  it  in  our  famous  "Front 
Cabriolet."  It  makes  for  space-efficient 
car  design  and  improved  directional 
control.  Today,  every  Audi  has  it.  In 
fact,  Audis  are  the  only  German  luxury 
sedans  with  front-wheel  drive. 

Then  there  is  the  revolutionary  five- 
cylinder  engine.  Usually,  car  engines 
have  an  even  number  of  cylinders.  But 
five  cylinders  provide  plenty  of  power 


Audi  5000S,  Automatic  $13,245t 
•EPA  estimates  mpg  [I9]  highway  mpg  27 

and  less  vibration  than  a  four,  and  less 
weight  and  fewer  moving  parts  than  a 
six.  The  five-cylinder  designed  by  our 
engineers  makes  for  relatively  light- 
weight cars  that  are  economical  to 
operate  and  perform  as  well  as  larger, 
higher-powered  cars. 


Before  we  start  producing  Audis,  we 
slam  doors  100,000  times.  We  bounce 
front  suspension  components  a  million 
times. 

We  design  Audis  to  meet  the  disci- 
pline of  many  German  Autobahns 
where  there  is  no  speed  limit  and  cars 
must  provide  directional  control  at 
higher  speeds. 

We  build  bodies  with  front  and  rear 
crumple  zones  that  help  protect  pas- 
sengers in  a  crash. 

We  build  them  with  the  kind  of 
luxury  that  makes  you  comfortable  at 
just  about  any  speed. 

Performance  and  luxury 
at  lesser  cost. 


Audi  4000  5+5,  5-cyl  5-speed  $ll,105t 
•EPA  estimates  mpg (211  highway  mpg  36 

Cost,  to  our  engineers,  is  an  impor- 
tant design  parameter.  That  is  why  you 
get  more  value  with  an  Audi ,  than  with 
more  conventional  German  luxury 
sports  sedans. 

We  have  five-cylinder  gas  and  diesel 
Audis.  Turbocharged  Audis.  Audis 
with  four-cylinder  engines  and  five- 
speed  manual  transmissions  that  save 
fuel  at  highway  speeds  without  com- 


Audi 


promising  performance. 

We've  developed  aerodynamic 
shapes  that  are  not  just  pleasing  to  the 
eye,  but  also  give  our  cars  low  drag 
coefficients  for  better  gas  economy. 
(TTiey  were  developed  in  a  giant  wind 
tunnel  that  takes  full-sized  cars. ) 

We  offer  plenty  of  power  for  cruising 
or  passing. 


Audi  5000  Diesel  $13,690' 
•EPA  estimates  mpg  [27]  highway  mpg  43  (1980  estimate) 

Fuel  injection  that  provides  easy 
starting  in  cold  weather. 

Advanced  suspension  systems  that 
combine  superb  driving  control  and 
comfort. 

Anatomically  designed  seats  with 
beautiful  upholstery  that  holds  your 
body  in  turns. 

It  all  adds  up  to  cars  that  are  a  total 
pleasure  to  drive. 

And  Audi  innovation  will  never 
end. 

For  the  future  of  luxury  and  sports 
sedans  is  being  determined  day  after 
day  in  a  little  German  town  among  the 
reminders  of  the  past. 

For  your  nearest  Porsche  Audi 
Dealer  call  toll-free:  800-447-4700.  In 
Illinois,  800-322-4400. 

*Use  "Estimated  mpg"  tor  comparl.snns.  Mpg 
varies  with  speed,  trip  length,  weather.  Actual 
highway  mpg  will  probably  be  less. 

^Suggested  retail  price,  POE.  Transportation, 
local  taxes  and  dealer  delivery  charges  addi- 
tional. 

PORSCHE^AUDI 


c&c 
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THE  COMPUTER 

AND 

COMMUNICATIONS 

COMPANY. 


keeps  you  on  fop  of  your  business. 


The  age  of  office  auto- 
mation is  upon  us,  and  you 
can  take  the  first  step  into 
it-and  all  the  way- 
with  NEC. 

Take  our  small  business 
computer.  Its  precise  power 
should  help  you  process 
things  in  the  office  more 
smoothly.  And  just  about 
anyone  can  operate  it. 
Along  with  office  compu- 
ters, we  also  make  an  array 
of  fully  integrated  office 
systems  and  equipment. 
They  give  your  office  the 
sharp  edge  of  automation, 
boost  productivity  and 
ncrease  profits.  Which  is 
really  what  office  auto- 
mation is  about. 
Helping  you  stay  on  top  of 
your  business  through 
office  automation  is  yet 
another  way  NEC's  Com- 
puter &  Communications, 
or  C&C,  technology  is  posi- 
tively affecting  business 
and  other  communities  in 
more  than  130  countries. 


NEC 

Nippon  Electric  Co.,  Ltd. 

Tokyo.  Japan 


The  Western  World's  largest  nickel  deposit 


Pwo  billion  years  ago  a  huge  meteorite, 
ome  40  miles  long  and  20  miles  wide, 
rashed  into  the  earth  in  what  is  now 
lorthem  Ontario.  It  hit  with  such  force 
hat  it  left  on  the  earth's  surface  an 
mprint  that  is  now  clearly  visible  in 
atellite  photos.  That  crater  is  called 
he  Sudbury  Basin,  renowned — to  its 
esidents'  dismay — for  its  bleak  land- 
cape.  The  meteorite  also  caused  con- 
iderable  shifting  beneath  the  surface, 
arcing  molten  nickel  up  from  the 
arth's  core.  The  nickel  was  deposited 
round  the  perimeter  of  the  basin.  Sur- 
eyors  working  for  the  Canadian  Pacif- 
c  Railway  first  discovered  nickel  in 
udbury  in  1883.  Then,  the  metal 
v^asn't  particularly  valuable.  Today, 
nco  operates  9  mines  around  the 
rater,  working  at  a  depth  of  4,000  feet. 
Vhen  demand  picks  up,  it  may  go  as 
eep  as  10,000  feet. 


ce  cost  the  company  $137  million, 
ist  April  Baird  became  Inco's  chief 
:utive,  and  the  old  hobgoblins  were  at 
;ain.  Nickel  demand,  which  had  been 
ng  in  1979  and  the  first  quarter  of 
3,  immediately  collapsed.  Despite 
,  the  company  finished  the  year  fairly 
[,  thanks  to  higher  prices  for  nickel 
iroducts  such  as  gold,  silver,  platinum 

copper.  It  earned  $219  million  on 
s  of  $3  billion.  That's  more  money 
1  Inco  has  made  since  1974,  and  it 

help  Baird  pare  away  at  his  $1.1 
on  debt  burden. 

ow,  however,  there  are  some  sound 
ons  to  believe  that  Baird,  at  the  age 
8,  may  at  last  be  in  for  a  run  of  good 
:.  Despite  a  year-end  skirmish  that 
Ited  in  Inco's  offering  temporary 
e  discounts  to  meet  the  competition, 
t  analysts  believe  the  industry  won't 
another  allout  price  war.  "The  com- 
es learned  their  lesson  in  the  Seven- 
"  says  Peter  Merner  of  L.F.  Roth- 
Id,  Unterberg,  Towbin.  In  the  future, 
rgues,  nickel  producers  will  cut  pro- 
:ion  and  avoid  building  inventories  to 
lumped  at  distress  prices.  Already, 
Idwide  output  is  down  7%  from  the 
c  in  the  second  quarter  of  1980. 
ill,  Inco's  real  strength  lies  in  north- 
Ontario,  where  the  company  gets 
it  two-thirds  of  its  total  output.  To 
eciate  the  significance  of  this,  take  a 
f  lesson  in  metallurgy.  There  are  two 
;rent  types  of  nickel  ore,  laterite  and 
ide.  For  years  the  industry  deep- 
ed sulfide,  and  the  20-mile-wide  Sud- 
j  Basin  in  Ontario  is  the  West's  larg- 
leposit.  Then,  when  demand  spurted 
he  early  Sixties,  companies  upped 
r  exploration  budgets  and  found  huge 


latente  deposits  in  New  Caledonia,  Bo- 
tswana, Indonesia,  Guatemala. 

Laterite  quickly  gained  a  cost  advan- 
tage. Even  though  it  is  less  rich  than 
deeply  buried  sulfide  ore,  deposits  are 
accessible  by  low-cost  strip-mining. 
"Laterite  ore  resembles  red  mud,"  says 
Baird.  "The  problem  is  that  you  can't 
concentrate  the  nickel,  so  you  have  to 
heat  a  ton  of  ore  that  is  98%  worthless." 

Unfortunately,  heating  a  ton  of  any- 
thing costs  big  money.  Whenever  the 
price  of  a  barrel  of  oil  goes  up  by  $1,  the 
price  of  laterite-based  nickel  goes  up  by  5 
cents  per  pound.  With  nickel  today  going 
for  $3  per  pound  or  less,  it  doesn't  take 
many  turns  of  OPEC's  screw  to  make 
laterite  mining  operations  unprofitable. 
In  fact,  many  producers  who  depend 
heavily  on  such  ore — for  instance,  Philip- 
pines-based Marinduque  Mining  &.  In- 
dustrial Corp.  and  Paris-based  Socie'te'  le 
Nickel — were  in  the  red  last  year. 

Inco  has  a  touch  of  the  laterite  dis- 
ease, too.  It  spent  years  negotiating 
deals  to  mine  in  Guatemala  and 
Indonesia.  Now  its  facilities  in  both 
countries  are  ready  to  roll  but  still  losing 
money.  They  cost  Inco  $64  million  last 
year.  Though  the  Guatemala  operation 
will  be  shut  down  for  the  balance  of  this 
year,  Baird  thinks  it  "will  be  a  gold  mine 
some  day.  When  demand  comes  back, 
we'll  be  glad  to  have  such  operations." 
The  capital  cost  of  building  a  new  oper- 
ation today  would  be  prohibitive.  Or,  as 
Baird  puts  it,  "No  one  in  his  right  mind 
is  investing  in  nickel  mines  now." 

Today,  however,  Inco  is  more  than 
glad  to  have  its  choice  position  in  Can- 
ada. There  are  other  sulfide  producers, 
including  nearby  Falconbridge  and  West- 


ern Mining  in  Australia.  But  Inco  has 
significantly  lower  production  costs 
mainly  because  of  its  high-quality  ore, 
copper  by-products  and  the  low  cost  of 
its  hydroelectric  power.  Thus  it  is  in  an 
ideal  position  to  regain  market  share. 
Inco  now  accounts  for  just  30%  of  world 
nickel  sales.  While  it  may  never  again 
achieve  its  old  market  dominance,  there 
is  potential  for  improvement. 

There  is  also  ample  potential  for 
growth  in  corporate  profits,  still  off  28% 
from  their  1974  peak.  Any  earnings 
spurt,  however,  will  depend  on  the  de- 
mand for  nickel.  At  the  moment,  world- 
wide sales  of  the  metal  are  roughly  1.2 
billion  pounds  annually,  barely  more 
than  half  of  what  Inco's  planners  once 
predicted.  But  Inco  thinks  demand  will 
start  to  grow  again  at  about  a  4%  annual 
rate.  The  metal  is  used  primarily  as  an 
alloy,  Baird  explains,  and  mostly  for 
making  stainless  steel.  "But,"  he  says, 
"no  single  end  product  accounts  for  more 
than  5%  of  its  use." 

Nickel  is  important  in  consumer  dura- 
bles such  as  refrigerators,  stoves  and 
automobiles.  It  is  also  used  in  capital 
goods  such  as  machine  tools  and  pipeline 
equipment.  In  the  past  it  has  played  a 
strategic  military  role  and,  should  con- 
ventional weapons  get  a  boost  in  the 
government's  defense  planning,  it  may 
do  so  again.  In  any  case,  little  new  capac- 
ity is  now  under  construction,  so  a  price 
surge  will  surely  accompany  any  recov- 
ery in  demand.  Baird  actually  thinks 
there  could  be  shortages  "after  1985." 

Between  now  and  then,  there  will 
surely  be  a  moment  when  things  are  just 
right:  At  last  Chuck  Baird  will  be  in  the 
right  place  at  the  right  time.  ■ 
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when  Hewlett-Packard  makes  a  move,  its  cus- 
tomers are  expectant,  and  its  competitors  re- 
spectful. Thafs  why  the  company's  latest  prod- 
uct introductions  make  it . . . 

The  one 
to  i/vatch 


By  Kathleen  K.  Wiegner 

ON  Dec.  4,  Hewlett-Packard  Co. 
introduced  a  $121,000  laser  print- 
er that,  using  microprocessors, 
can  turn  digital  information  mto  charts, 
tables  and  business  forms  and  send  them 
to  computers  in  remote  locations. 

At  the  same  time  the  $3.1  billitm  in- 
strument and  computer  maker  intro- 
duced a  new  series  of  more  powerful 
minicomputers  for  its  growing  base  of 
business  customers. 

Then,  in  January,  H-P  brought  out  a 
$2,250  desk-top  "personal"  computer 
with  programming  aimed  at  business  ex- 
ecutives and  technical  professionals. 

Is  there  a  pattern  in  this  flurry  of  new 
product  introductions?  Customers  hope 
there  is  and  competitors  suspect  so.  H-P 
appears  to  be  making  a  significant  move 
into  the  broad,  potentially  rich  office 
automation  market  known  as  office  of 
the  future — an  array  of  machines  linked 
to  computers  through  which  a  company 
can  automate  inventory-keeping,  draw 
sales  charts  or  compile  a  P&L  statement. 

This  is  an  arena  crowded  with  com- 
petitors— IBM,  Xerox,  Wang  Laborato- 
ries, Digital  Equipment,  Data  General, 
Exxon's  office  systems,  to  say  nothing  of 
the  insurgent  Japanese  Fujitsu  and  Nip- 
pon Electric. 

Against  such  competitors  H-P  is  clear- 
ly moving  into  a  broader — and  tougher — 
market  than  it  has  traditionally  served. 
The  company's  experiences  in  these  less 
technologically  oriented  markets  have 
not  always  been  happy.  It  seems  to  do 
better  holding  the  high  ground  than  grap- 
pling in  the  trenches. 

H-P's  top  t)fficers  are  quick  to  say  they 
are  not  attacking  the  whole  market, 
which  includes  everything  from  elec- 
tronic typewriters  to  word  processors.  In 
the  usual  H-P  way,  they  are  circumspect 
about  strategy.  "A  product  like  the  laser 
printer  is  central  to  our  accounts,"  says 
Paul  Ely  Jr.,  executive  vice  president  for 
computer  groups.  "It  is  ivlcited  to  the 


office  of  the  future  but  is  highly  integrat- 
ed with  our  basic  business."  President 
and  CEO  John  A.  Young  insists  H-P  is 
not  going  into  office  automation  in  a 
general  way.  H-P's  new  printer,  they 
point  out,  is  not  compatible  with  com- 
puters of  any  other  manufacturer  but 
Hewlett-Packard.  Simply  something 
new  for  their  customers,  if  they  should 
want  it.  Nobody  here  but  us  chickens. 

In  the  H-P  tradition,  which  is  taken 
very  seriously  at  the  42-year-old  firm 
started  in  the  proverbial  garage  by  engi- 
neers David  Packard  and  William  Hew- 
lett, the  company  is  seldom  first  into  the 
market  with  its  new  products — Xerox 
and  IBM,  for  example,  were  first  with 
high-priced  laser  printers.  The  com- 
pany's marketing  strategy  is  normally 
that  of  a  eounterpuncher.  A  competitor's 
new  product  comes  on  the  market  and 
H-P  engineers,  when  making  service 
calls  on  H-P  equipment,  ask  their  cus- 
tomers what  they  like  or  dislike  about 
the  new  product,  what  features  the  cus- 
tomer would  like  to  have. 

The  engineers  take  the  answers  back 
to  H-P's  sprawling,  glass-roofed,  green- 
house-style headquarters  in  Palo  Alto. 
And  pretty  soon  H-P  salesmen  are  calling 
on  customers  again  with  a  new  product 
that  answers  their  needs  and  wants.  The 
result:  happy  and  loyal  customers. 

Two  years  ago,  when  IBM  savaged 
the  minicomputer  market  with 
its  aggressively  priced  4300  se- 
ries, H-P  actually  increased  sales  of  its 
minicomputers.  Of  course,  H-P  benefit- 
ed from  long  waiting  periods  for  the 
4300,  but  the  point  to  remember  is  that 
minicomputer  users  decided  that  if 
they  couldn't  have  IBM  they  would 
take  H-P.  Quite  a  compliment  to  a 
company  one-eighth  IBM's  size. 

Who  are  those  customers?  H-P  officers 
don't  throw  around  specifics,  but  major 
manufacturing  firms  are  the  key  to  the 
customer  base.  When  H-P  began  its  big 
push  into  the  minicomputer  field  five 
years  ago  it  decided  not  to  go  after  the 


banks  and  insurance  companies  tha 
were  the  strongholds  of  the  major  mair 
frame  makers,  like  IBM.  Instead  H- 
went  to  manufacturing  companies  lik 
Boeing  and  General  Motors,  where  it 
reputation  had  been  made  through  year 
of  supplying  electronic  test  and  measui 
ing  instruments. 

That  the  strategy  worked  is  evider 
from  the  record  of  the  last  half  decad 
and  particularly  from  the  results  of  fiscj 
1 980,  which  ended  Oct.  3 1 .  Sales  were  u 
31%,  to  $3. 1  billion,  and  net  income  ros 
32%,  to  $269  million,  $4.47  a  share. 

But  the  results  marked  a  watershed  i 
another  kind:  50%  of  the  sales  and  54? 
of  pretax  net  came  from  electronic  dati 
products,  not  from  the  test  and  measur« 
ment  equipment  which  since  H-P| 
founding  have  been  its  main  business. 

In  the  five  years  of  that  computer  prod 
ucts  buildup,  H  P's  earnings  have  grow: 
at  a  26%  compounded  rate.  Its  return  o; 
equity  has  risen  46%,  to  19.3%. 

More  important,  the  company  has  sue 
cessfully  transformed  itself  in  the  las 
five  years  as  a  force  to  be  reckoned  wit! 
in  the  small  computer  business.  Ther 
was  some  urgency  in  this  transforms 
tion.  Hewlett-Packard  pioneered  th 
hand-held  calculator  business  and  by  th 
mid-1970s  was  getting  40%  of  its  profit 
from  that  business.  But  when  Texas  Ir 
struments  decided  to  take  aim  at  H-P^ 
calculators,  it  knocked  the  company  ou 
of  the  water  with  cutthroat  pricing.  Bu 
new  products  coming  into  the  pipelin 
quickly  took  up  the  slack  left  by  calcuh 
tors.  So  H-P  got  through  with  barely 
blip  on  its  earnings  screen. 

Now  the  company  is  trying  t 
broaden  its  customer  base.  H- 
insiders  call  the  welter  of  produc 
introductions  in  the  last  six  months  th 
"big  bang"  because  the  pace  is  a  depai 
ture  from  tradition. 

So  far,  customer  response  for  H-PI 
printer  has  been  enthusiastic.  "W 
looked  at  Xerox,"  says  Dana  Brown  o 
Employee  Benefits  Insurance  Co.,  wh) 
will  use  the  printer  to  prepare  custom* 
reports  and  direct  mailing.  "But  the  H- 
printer  was  just  more  versatile,  and  w 
expect  it  to  demonstrate  the  same  hig 
quality  found  in  all  H-P  products." 

Quite  a  testimonial,  and  one  that  cal 
into  question  all  that  jargon  about  pric 
being  the  "bottom  line."  In  all  its  yeai 
in  electronics,  H  P  has  almost  nev^i 
competed  aggressively  on  price.  Its  ill 
struments  usually  carry  a  premium  an 
in  computers  its  prices  are  competitiv 
but  not  bargain  basement.  Electronics  i 
a  business  where  "learning  curve"  pri« 
ing  is  common — prices  set  from  the  ou 
set  anticipate  large  volume  productio 
levels  later  on.  The  point  is  to  foreg 
immediate  profit  for  market  share.  It 
the  pricing  strategy  of  old  H-P  compet 
tor  Texas  Instruments. 

Executive  Vice  President  Dean  Morto 
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North  Americals 
eighth  lamest  bank. 


When  you're  searching  for  a 
commercial  loan,  why  not  choose  a 
bank  that  can  offer  you  a  sizable 
amount  easily.  And  fast. 

Canadian  Imperial  Bank  of 
Commerce  is  just  that  kind  of  bank. 
■  With  more  than  $55  billion  in  assets. 

$34  billion  out  on  loan.  And  the 
.  expertise  that  comes  from  doing 
business  in  the  United  States  for  more 
than  a  century. 

Our  headquarters  are  in  Toronto, 
but  you'll  find  us  well  represented  in 
the  United  States.  We  have  offices  in 
New  York,  Chicago,  Atlanta,  Dallas,  Los 
Angeles,  San  Francisco,  Portland, 
Seattle  and  Pittsburgh.  What's  more, 
we  have  a  complete  international 
network  in  place. 

Big.  Knowledgeable.  Convenient. 
That's  Canadian  Imperial  Bank  of 
Commerce.  Don't  we  belong  on  your 
short  list? 

CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 

North  Americas  eighth  largest  bank  belongs  on  your  short  list. 

Head  Office  Commerce  Court,  Toronto,  M5L  1A2.  Canada  •  Offices  in:  New  York*  Chicago  -  Atlanta  •  Dallas*  Los  Angeles  •  San  Francisco*  Portland  •  Seat 
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Hewlett-Packard's  Chief  Executive  John  Young  outside  his  less-thau-larisfj  office 

The  "H-P  way"  combines  shirtsleeve  ittformaUty.free  coffee  and  a  strong  sense  of  tradition. 


expresses  H-P's  policy:  "We've  never  felt 
it  was  important  to  establish  a  position 
in  the  marketplace  by  such  pricing. 
We've  never  gone  into  a  market  to  gener- 
ate volume.  A  good  product,  priced  prop- 
erly, will  do  that." 

H-P  can  get  away  with  this  because  it 
has  almost  no  debt.  This  central  H-P 
tradition  of  self-financing  goes  back  to 
the  company's  beginnings  in  the  Great 
Depression.  David  Packard  has  admitted 
that  this  concern  about  debt  is  colored  by 
his  Depression  mentality.  Long-term 
debt,  says  the  H-P  gospel,  encourages 
companies  to  overhire  in  boom  times 
and  then  lay  off.  At  H-P  there  are  no 
layoffs.  When  belt-tightening  time 
comes  around,  everyone  from  top  to  bot- 
tom takes  a  salary  cut  or  works  a  reduced 
workweek.  Hewlett-Packard  also  turns 
down  lucrative  short-term  defense  con- 
tracts so  as  not  to  have  layoffs  when  the 
contract  is  completed. 

A  nice  tale,  of  course.  But  how  perti- 
nent to  today's  reality  can  Depression- 
born  policies  be?  In  a  ferociously  com- 
petitive job  market  H-P  can  attract  the 
cream  of  each  year's  engineering  crop. 
Not  that  it  necessarily  pays  more,  but 
because  it  encourages  engineers  to  think 
like  entrepreneurs  who  may  one  day  find 
their  product  group  elevated  to  the  status 
of  a  full-fledged  division.  Down  the  road 
from  H-P's  Palo  Alto  headquarters,  turn- 
over among  engineers  in  teeming  Silicon 
Valley  is  legendary,  but  at  H-P  turnover 
among  engineers  averages  only  10%  an- 
nually. Fancy  offices  are  out;  many,  in- 
cluding CEO  John  Young's,  are  free- 
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standing  cubicles  with  less  space  than 
some  CEOs'  reception  areas.  But  there's 
a  generous  R&D  budget  (9%  of  sales)  and 
personal  attention  aplenty.  Donald  Ham- 
mond, a  director  of  H-P's  central  re- 
search labs,  remembers  when  he  was  a 
young  engineer  having  David  Packard 
drape  his  arm  over  his  shoulder  and  walk 
him  through  the  plant  to  show  the  entire 
staff  that  the  boss  supported  his  project. 
In  return,  H-P's  engineers  provide  the 
continuous  stream  of  new  products  that 
have  fueled  the  company's  growth:  Two- 
thirds  of  what  H-P  sells  today  did  not 
exist  five  years  ago. 

Self-financing  meant  that  when 
H-P  began  to  stalk  the  computer 
business,  it  deliberately  chose 
smaller  computers  that  sold  for  under 
$250,000.  Machines  in  that  price  range 
are  usually  sold  outright  rather  than 
leased,  which  keeps  cash  from  being 
tied  up  in  long-term  leasing  agreements. 
Second,  small  computers  represented  a 
rapidly  growing  market  where  a  new 
entry  could  make  a  quick  return  on  its 
investment.  Hewlett-Packard  is  fortu- 
nate in  that  its  test  and  measurement 
business,  while  growing  slowly,  has  pre- 
tax margins  of  22%  and  thus  could  sup- 
ply cash  for  its  more  rapidly  booming 
comiputer  business.  "We  can  grow 
around  25%  a  year  with  our  own  cash," 
says  Young.  But  with  growth  coming  at 
a  more  rapid  clip,  managers  have  to 
keep  a  close  eye  on  inventories.  Last 
year  H-P  trimmed  its  capital  budget  by 
$50  million  to  make  sure  it  kept  enough 
money  in  the  till. 


Young,  the  successor  to  H-P 
founders,  finds  a  certain  bracing  qualit 
in  the  self-financing  policy.  "It's  a  woi 
derful  discipline,"  he  says,  while  addii) 
that  "doubling  the  size  of  your  compaij 
every  three  years  as  we  have  done  can  II 
a  tough  job."  Left  unsaid  is  Young's  ohVt 
ous  commitment  to  continue  sua 
growth  if  possible.  And  that  means  net 
customers  in  a  bigger  market  like  till 
office  of  the  future.  But  the  compan)(| 
deliberate  counterpuncher  style  h^ 
caused  it  some  pam  in  the  past,  when 
let  the  competition  get  too  far  ahead. 

Early  on,  H-P  let  Tektronix  get  ahej 
in  oscilloscopes  (instruments  that  me 
sure  changes  in  electrical  impulses),  ar 
had  to  settle  for  a  distant  second  place.  1 
the  early  1970s  H-P  allowed  Digit 
Equipment  to  get  an  early  technologic 
edge,  and  again  has  had  to  run  behir 
DEC  in  minicomputers. 

In  the  timeliness  of  its  laser  print 
introduction,  H-P  may  be  signaling  gres 
er  arhbitions  than  the  firm  has  traditio 
ally  shown.  Dean  Morton  expresses  tl 
H-P  style  quite  well.  "We  are  not  a  cor 
pany  that  likes  to  throw  the  long  bomb 
he  says.  "Rather  we  like  to  sneak  up  ( 
things.  One  reason  we  prevailed  in  cor 
puters  was  that  we  didn't  take  a  maj 
step.  We  just  let  things  unfold 
H-P  clearly  doesn't  always  win.  But  tl 
stock  market  (according  to  H-P  a  pric 
earnings  ratio  of  20,  compared  with 
for  IBM,  13  for  Texas  Instruments  and 
for  Digital  Equipment)  obviously  is  inte 
ested  in  seeing  how  H-P,  in  Mortor 
words,  "lets  things  unfold  this  time." 
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silver  lining  in  every  cloud?  Leonard  An- 
?ws  certainly  has  discovered  how  to  benefit 
m  other  folks'  misfortunes. 


The  profits 
of  doom 


By  Paul  Gibson 


r  WAS  AN  EVENT  every  small-town 
publisher  dreams  about:  scooping 
the  world's  press  on  the  year's  big- 
story,  the  Iranian  hostage  deal. 
Ve  were  three  days  ahead  of  the  New 
Times  in  reporting  Iran  had  turned 
degrees  and  would  repay  all  its  debts 
he  U.S.  banks,"  boasts  Publisher 
lard  E.B.  Andrews  of  Andrews  Publi- 
)ns,  which  operates  from  rented 
IS  above  the  post  office  in  Edge- 
t,  Penna.  (pop.  1,404). 
'm  aghast  at  how  poor  even  the  top 
es  were  in  covering  the  financial  as- 
s  of  the  Iranian  affair,"  he  continues, 
rews  claims  that  as  early  as  last  Sep- 
3er  he  was  reporting  the  likelihood 
constitutional  row  over  the  Carter 
linistration's  settlement.  That,  too, 
a  scoop.  Most  newspapers  got  on  to 
itory  only  in  late  January.  But  then, 
rews  claims  he  employs  some  120 
ance  reporters,  and  his  editorial  bud- 
n  1981  for  the  Iranian  story  will  top 
),000 — figures  that  few  other  publi- 
ms  can  match. 

:ver  heard  of  Andrews?  That's  not 
rising.  He  publishes  the IranianAssels 
ition  Reporter,  which  may  have  fewer 
250  subscribers.  Yet  each  readily 
an  incredible  $1,800  annually  for 
)iweekly  publication.  Subscribers  are 
tly  lawyers  who  take  it  less  for  edito- 
:ips  than  for  its  encyclopedic  report- 
if  court  documents  involved  in  litiga- 
over  Iran's  assets  in  the  U.S.  For  top 
firms  that's  cheaper,  safer  and 
ker  than  having  their  own  clerks  sift 
ugh  every  federal  courthouse  record, 
ist  count  some  400  cases  were  pend- 
and  Andrews  expects  dozens  more 
;  filed  by  just  about  any  corporation 
ever  did  business  in  Iran, 
mely  and  hugely  successful,  thc/ran- 
[ssets  Litigation  Reporter  is  but  one  of 
n  similar  publications  Andrews  puts 
to  cover  what  he  calls  "massively 
plex  litigation  that  is  national  in 


scope."  Among  his  other  titles:  Sivine  Flu 
Claim  &  Litigation  Reporter,  Asbestos  Litiga- 
tioit  Reporter  I  and  Hazardous  Waste  Litiga- 
tion Reporter ,  launched  just  last  Decem- 
ber. All  told,  Andrews'  publications  may 
gross  as  much  as  $2  million.  With  a  per- 
manent office  staff  of  only  five  and  with 
low  overhead,  Andrews  has  concocted  a 
surefire  formula  for  profiting  from  oth- 
ers' misfortunes. 

Surprisingly,  Andrews,  55,  is  neither 
lawyer  nor  editor  by  profession.  In  a  var- 
ied career  he  has  been  banker,  stockbro- 
ker, food  store  executive  and  credit  card 
marketer.  His  first  taste  of  publishing 
came  in  the  early  1960s.  Capitalizing  on 
New  York  City's  four-month  newspaper 
strike,  Andrews  rushed  out  the  New 
YorV.  Standard ,  largely  with  the  advertis- 
ing support  of  retailers  using  Unicard. 
The  paper  sold  some  26  million  copies. 

The  idea  for  his  news  service  came 
while  Andrews  was  on  vacation  in  the 
French  Pyrenees  and  read  about  the  Penn 
Central  Railroad  bankruptcy.  "With  so 
much  money  involved  I  knew  there 
would  be  a  need  for  information,"  he 
explains.  Not  wastmg  any  time  for  mar- 
ket research,  in  January  1971  Andrews 
boldly  launched  Stocklmlders  &  Creditors 
News  Senice  Concerning  Penn  Central 
Transportation  Co .  with  the  help  of  only  a 
secretary  and  two  stringers.  Andrews' 
hunch  couldn't  have  been  more  correct. 
His  Penn  Central  report  lasted  eight 
years.  Subsequently,  Andrews  has  re- 
placed It  with  similar  reports  on  such 
other  notable  Chapter  1 1  victims  as 
W.T  Grant,  White  Motor  and  Food  Fair, 
for  whom — ironically — Andrews  once 
worked  briefly  as  marketing  director. 

Ahead?  This  month  Andrews  will 
launch  a  letter  about  Itel  and  is  consider- 
ing one  for  Seatrain,  should  it  go  belly  up. 
Chrysler?  "It  will  be  a  tragedy  if  it  folds," 
says  Andrews  as  he  fondles  Pepper,  the 
office  cat.  "But  we  stand  ready." 

In  these  times  it's  hard  to  imagine 
Andrews  lacking  for  subjects,  even  if  he 
never  again  scoops  the  world's  press.  ■ 


LAPHROAIG 


ISLAY  MALT  SCOTCH  WHISKY 


YEARS 


10 


OLD 


Laphroaig,  pronounced 
"La  Froyg,"  is  a  single  malt  Scotch 

whisky  from  the  remote 
island  of  Islay  in  the  wind-swept 
Western  Isles  of  Scotland. 
This  Scotch  whisky 
has  an  exceptionally  rich  and 

smoky  flavor  that  makes 
it  particularly  suited for  after 

dinner  or  late  evening 
enjoyment.  Laphroaig  is  best 
savored  neat  or  with 
a  little  cool  water. 


90  Proof .  Imported  hy  Julius  Wile  Sons  &  Co., 
Lake  Success,  NY 
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Bowne,  Ticor,  Pandick  and  Sorg  compete 
fiercely — but  not  over  price  and  quality. 
They'd  much  rather  win  the  hearts  of  laivyers 
and  investment  bankers. 


A  ni^ht  at 
the  printer's 


By  Newotmib  Stillwell 


Customers  tcihiii;^  ci  hreah  i>i  Soij(s  ^aiue  rooDi 

At  the  printer's,  everyone  gets  to  be  J.  P.  Morgan. 


CHRYSLER  Corp.  may  be  in  troubl 
these  days,  but  like  many  othe 
companies  in  distress,  it  is  a  grea 
customer  for  financial  printers.  Befor 
the  beleaguered  automaker  could  begii 
selling  government-guaranteed  notes  las 
summer,  for  example,  hundreds  of  ex 
perts  had  to  approve  the  refinancing 
Eventually  5  law  firms,  one  investmen 
bank,  400  commercial  bank  and  insur 
ance  company  creditors,  a  gaggle  of  fed 
eral  agencies  and  the  Treasury  Secretar 
had  to  get  involved.  For  Bowne  (!k  Co, 
which  printed  the  486-page  "Debt  Over 
ride  Agreement,"  correcting  it  until  ev 
eryone  was  satisfied,  this  was  busines 
as  usual.  "We're  used  to  having  a  comm, 
changed  17  times,"  says  its  chairman 
Edmund  Stanley. 

That  flexibility  let  Bowne  do  the  fina 
run  of  the  Chrysler  )ob  overnight.  Thi 
capacity  for  such  quick,  accurate  turn 
arounds  makes  the  $104  million  {\9H{ 
sales)  firm  and  its  three  leading  competi 
tors — Ticor,  Pandick  and  Sorg — the  vol 
ume  leaders  in  the  profitable  financia 
printing  industry.  Stanley's  company  las 
year  rolled  up  margins  of  13.5%,  rs  jus 
6.2%  for  a  broad-line  printer  like  R.R 
Donnelley.  And,  at  the  same  time 
Bowne's  revenues  expanded  by  32.2'X 
last  year.  Demand  for  the  legal  docu 
ments  it  chums  out  mcreases  not  onb 
with  financing  volume  but  also  with  th( 
profusion  of  red  tape  and  regulations. 

With  such  profits  buried  in  the  fine 
print,  it  is  hardly  surprising  that  the  bij 
four  financial  printers  have  long  beer 
fiercely  competitive  in  the  battle  for  mar 
ket  share.  But  in  the  small,  ingrown  work 
of  lower  Manhattan,  that  takes  a  ton( 
different  from  what  you  might  expect 
Consider  that  the  lawyers  and  invest 
ment  bankers  who  most  influence  th( 
choice  of  printer  are  rarely  very  price-sen 
sitive.  Printmg  costs  are  passed  on  direct 
ly  to  clients,  and  typically  amount  to  onl^ 
a  small  part  of  an  entire  underwriting  fee 
And  billing  for  what  is  nearly  always  i 
rush  job  is  at  cost-plus — with  plenty  o 
leeway  in  figuring  the  "cost"  to  add  ir 
extra  "plus."  Finally,  there  is  little  differl 
ence  in  the  quality  of  the  work.  Says  on^ 
longtime  customer,  "A  prospectus  is  i 
prospectus  is  a  prospectus;  any  of  the  bi^ 
tour  can  usually  get  it  out  on  time."  j 
So  financial  printers  don't  really  com 
pete  in  price  and  quality.  Instead,  theji 
vie  with  each  other  in  less  quantifiabW 
ways.  "When  the  financial  vice  presideni 
and  his  attorneys  and  the  underwrite 
and  his  attorneys  are  sitting  around  . 
table,"  says  Stanley,  "we  hope  to  havi 
two  or  three  people  in  there  rooting  fo 
us."  The  cheerleaders  for  this  fan  club  ar 
the  printers'  salesmen.  Stars  have  beei 
known  to  take  home  as  much  a 
$500,000  a  year,  and  the  long-term  strat 
egy  IS  obvious:  Become  the  best  friend  ai 
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iressionable  young  Wall  Streeter  ever 
.  After  all,  someday /je 7/  be  sitting  at 
;  table.  Says  one  young  investment 
ker,  "If  you  want  to  take  your  girl 
id  and  her  parents  to  a  play  tomor- 
night  that's  sold  out  for  the  next  six 
iths,  you  call  your  friendly  printing 
sman.  He'll  say,  'Where  do  I  send  the 
ets?'  " 

ickets,  dinners,  drinks  at  Harry's  on 
lover  Square,  an  occasional  limo  ride 
le,  these  are  the  tools  of  the  printing 
sman's  trade.  But  the  full  glory  of  his 
'ers  are  only  to  be  seen  when  young 
nciers  arrive  for  a  "night  at  the  print- 
"  the  marathon  proofreading  session 
:  is  a  Wall  Street  rite  of  passage.  In 
r  idle  moments  at  Sorg,  greenhorns 
)y  the  industry's  top  game  room: 
[,  darts,  a  plethora  of  video  games, 
dick  boasts  a  fully  equipped  gym. 
me,  more  businesslike,  offers  an 
might  suite  with  twin  beds  and  pri- 
•  bath.  Ticor  has  former  New  York 
nts  placekicker  Peter  Gogolak  to  tell 
ball  stories.  Everywhere  liquor  flows, 

the  young  client's  merest  wish  is 
imand.  At  the  printer's,  everyone 

to  be  J.  P.  Morgan. 

3wne's  Stanley  tells  of  a  typical  ser- 
.  An  investment  banker  had  to  file  a 
stration  statement  at  9  o'clock  Tues- 
morning.  On  Monday  night,  he  real- 
he  had  forgotten  to  get  a  certified 
:k  for  the  $1,850  filing  fee.  No  prob- 
:  The  salesman  called  his  parish 
St  and  arranged  for  an  overnight 
in"  of  the  take  from  Sunday  Mass. 
hen  there  was  the  Great  Blackout  of 
5.  Hundreds  gathered  at  the  printers 
ap  gargantuan  food  and  liquor  sup- 
s.  At  Pandick,  one  young  lawyer  was 
)erate.  His  wife  in  the  far  reaches  of 
jklyn  was  about  to  give  birth.  He  had 
get  home.  Says  President  Edward 
en,  "Our  switchboard  operator  had  a 
id  who  was  a  tugboat  dispatcher, 
lut  50  of  us  went  out  on  the  pier  to 
it  the  guy  as  he  boarded  the  tug." 
istitutional  demands  sometimes  re- 
e  a  similar  touch.  Morgan  Stanley 
ts  the  prospectuses  for  its  deals  in  a 
;ial  ink  called  Morgan  Blue.  Contrary 
egend,  its  formula  is  not  so  closely 
rded  a  secret  as  Coca-Cola's;  whether 
ink  is  intended  to  symbolize  the  col- 
)f  the  managing  directors'  blood  is 
body's  guess. 

ich  personal  service  makes  for  long, 
i  relationships,  strengthened  by  the 
that  most  major  printers  are  family- 
trolled.  Stanley  of  Bowne  is  a  second- 
oration  printer  whose  family  owns 
)  of  the  stock,  as  is  Chairman  Edward 
en  of  Pandick,  who  holds  13%. 
irman  Robert  Sorg  of  Sorg  is  third 
oration  and  holds  56%.  Ticor,  the 
exception,  is  a  subsidiary  of  South- 
Pacific.  The  industry,  more  than 
it,  thrives  on  tradition.  Says  Green, 
ic  strength  is  that  we  have  this  base. 


The  weakness  is  that  we  have  to  break 
someone  else's  to  get  new  business." 

Bowne's  current  dominance  is  a  prod- 
uct of  tight  links  with  long-term  custom- 
ers, but  not  the  way  you'd  think.  Stanley 
took  charge  of  the  205-year-old  firm  upon 
his  father's  death,  in  1956,  when  the  com- 
pany was  in  the  industry  cellar.  He  found 
a  way  out  and,  true  to  form,  it  was  a  mar- 
keting innovation.  Bowne  sent  salesmen 
to  curry  favor  withcorporate  financial  of- 
ficers. Later  on,  Stanley  acquired  regional 
printers  to  help  handle  his  new  local  busi- 
ness. The  result:  Bowne  beat  the  compe- 
tition to  the  best  plants,  and  now  there's 
often  one  more  person  rooting  for  it  at  the 
underwriter's  table. 

Green,  who  like  Stanley  has  a  psychol- 
ogy degree  from  Princeton,  and  Sorg, 
who  learned  his  psychology  in  the  print 
shop,  lost  little  time  in  going  national, 
too.  More  recently,  as  some  inflation- 
pressed  customers  are  actually  asking 
about  prices,  these  competitors  are  try- 
ing to  get  an  edge  on  Bowne  with  com- 
puterized typesetting.  The  theory  is 
great:  A  client  proofreads  on  his  in-house 
word  processor  and  then  delivers  copy  on 
a  floppy  disk  to  be  typeset  directly  by 
computer.  But  in  practice  there  are  still 
endless  corrections,  and  Pandick,  Ticor 
and  Sorg  have  suffered  expensive  head- 
aches getting  unionized  linotype  men 


trained  on  the  system.  Worse,  the  costs 
of  financing  the  newfangled  equipment 
has  dampened  earnings  at  all  three. 
Meanwhile  Bowne,  which  scorned  auto- 
mation, still  boasts  the  industry's  best 
margins. 

Not  that  Bowne  has  turned  its  back  on 
the  computer  age.  A  subsidiary  has  a 
stake  in  computer  time-sharing,  storing 
documents  for  easy  recall  by  legal  clients. 
Though  the  12-year-old  venture  has  yet 
to  turn  much  of  a  profit,  the  move  gives 
Bowne  a  toehold  in  a  technology  that 
may  ultimately  be  the  printing  industry's 
biggest  threat.  When  every  broker  has  a 
terminal  next  to  his  telephone  that  can 
kick  out  copies  of  stored  documents. 
Wall  Street  may  very  well  no  longer  need 
financial  printers. 

Individual  lawyers  and  investment 
bankers,  of  course,  will  always  need  the- 
ater tickets  and  lavish  meals — as  well  as 
an  occasional  tugboat  ride  home — and 
that  makes  the  industry  particularly  slow 
to  change.  Then,  too,  there  is  the  perpet- 
ual boon  of  ever-increasing  government 
regulation,  which  even  Ronald  Reagan 
will  be  hard  pressed  to  stop.  "Every  time 
you  deregulate  something,"  says  Bob 
Sorg,  "you  create  more  regulations  to 
deregulate."  For  the  immediate  future,  at 
least,  those  nights  at  the  printer's  are 
nights  that  are  sure  to  continue.  ■ 


Shhh! 


The  most  important  service  fi- 
nancial printers  provide  isn't 
free  liquor  or  late-night  pool. 
It's  secrecy.  Reading  financial  docu- 
ments can  be  even  more  profitable 
than  printing  them,  particularly  if  a 
tender  offer  is  involved. 

That's  why  all  the  printers  have 
elaborate  security  arrangements. 
There  are  badges,  checkpoints  and  lit- 
tle signs  warning  employees  of  Arma- 
geddon. Code  words  or  blank  slugs 
replace  corporate  names  in  prelimi- 
nary runs  of  merger  documents. 

Such  rigamarole  serves  two  pur- 
poses. It  discourages  employees  from 
trading  on  privileged  information,  and 
it  keeps  the  G-men  from  socking  the 
printing  company  if  they  do.  That's 
important.  If  printing  companies 
were  held  responsible  for  employees' 
illegal  acts,  they  would  all  spend  a 
good  deal  of  time  in  court. 

As  it  is,  there  are  regular  hassles 
with  staffers  who  run  afoul  of  the  SEC. 
Standard  procedure  is  immediate  dis- 
missal of  the  employee,  who  signs  a 
consent  decree  and  makes  restitution 
to  the  victims  of  his  ill-gotten  gains. 
But  several  years  ago,  prosecutors  de- 
cided to  try  to  put  an  inside  trader  in 
jail.  Their  target,  Vincent  Chiarella,  a 


mark-up  man  at  Pandick,  garnered 
$30,000 — in  part  on  purchases  ac- 
counting for  fully  half  the  volume  in 
two  stocks  the  day  before  takeover  an- 
nouncements. Says  one  securities  law- 
yer, "The  authorities  were  after  some- 
one big.  All  they  found  was  poor  little 
Vinnie  with  jam  on  his  face." 

In  court,  Chiarella  claimed  that  he 
didn't  know  he  was  doing  anything 
illegal  and  that  he  hadn't  read  the 
giant  warning  sign  over  Pandick's 
time  clock — though  he  had  punched 
in  over  600  times.  Security,  he  said, 
wasn't  as  big  a  deal  as  at  his  previous 
job,  in  the  printing  office  at  the  CIA. 

Chiarella  was  convicted  and  his 
lawyer  appealed  all  the  way  to  the 
Supreme  Court.  Last  year  it  over- 
turned his  conviction,  saying  that 
printers  owe  no  fiduciary  responsibil- 
ity to  other  investors.  That,  however, 
didn't  resolve  the  question  of  a  print- 
er's legal  obligation  to  the  printing 
company's  customer.  The  next  print- 
er caught  betting  on  a  sure  thing  will 
probably  get  to  test  those  legal  issues. 

What  of  Chiarella?  The  Supreme 
Court  kept  him  out  of  jail,  but  the 
inside  information  he  gets  from  his 
new  job  isn't  worth  much.  He  prints 
textbooks. — N.S. 
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Numbers  Game 


Is  it  a  noose  or  a  tourniquet?  Either  way,  the  Multiemployer  Pension' 
Plan  Amendment  Act  is  certainly  going  to  be  a  bloody  affair.  \ 


More  hidden 
liabilities 


By  Richard  Greene 


JUST  A  COUPLE  of  wecks  ago,  it 
looked  like  the  takeover  of  Leslie 
Fay  Inc. — the  $223  million  wom- 
en's apparel  manufacturer — was  just 
about  reaching  the  handshaking  stage.  A 
private  investor,  Wilmer  ].  Thomas  Jr. 
and  Wertheim  Co.,  had  offered  to  buy 
the  firm  for  $38  million.  Then,  at  the 
eleventh  hour,  the  deal  mysterious- 
ly fell  apart. 

The  spoiler:  a  barely  noticed 
amendment  to  ERISA — dealing 
with  multiemployer  pension 
plans — that  will  put  hundreds  of 
millions  of  dollars  in  liabilities  on 
corporations'  books.  This  amend- 
ment, called  the  Multiemployer 
Pension  Plan  Amendment  Act 
(MPPAA),  was  signed  into  law  by 
Jimmy  Carter  last  fall.  Its  intention 
was  to  protect  individuals  partici- 
pating in  these  plans  from  being 
deprived  of  their  benefits  if  a  num- 
ber of  employers  dropped  out  of  the 
plan,  thus  leaving  large  unfunded 
liabilities.  Multiemployer  plans 
represent  25%  of  all  U.S.  workers 
served  by  defined  benefit  plans  in 
the  private  sector.  Set  up  under  the 
Taft-Hartley  Act  for  industries  in 
which  a  number  of  companies  negotiate 
with  one  union,  multiemployer  plans  are 
notoriously  shaky.  The  industries  in- 
volved, like  mining,  trucking  and  appar- 
el, tend  to  be  labor-intensive  industries, 
some  of  which  can  barely  afford  to  fund  a 
pension  plan  adequately. 

Up  until  now,  they  really  haven't  had 
to  worry  about  anything.  "Prior  to 
ERISA,  the  liability  of  the  employer  was 
limited  to  some  cents-per-hour  contribu- 
tion he  had  negotiated  with  the  union. 
Funding  could  have  nothing  whatsoever 
to  do  with  the  benefits  promised,"  ex- 
plains George  T.  Favetta,  vice  president 


of  Buck  Consultants  Inc.,  one  of  the 
country's  largest  employee  benefit  con- 
sulting firms.  "All  the  employer  had  to 
do  was  put  in  the  amount  of  contribution 
stipulated  by  the  contract." 

But  even  after  ERISA  was  put  into 
effect  in  1974,  employers  only  had  a  li- 
ability to  employees  if  the  plan  terminat- 
ed— if  it  simply  ran  out  of  money  and 
went  belly  up.  But  that  just  meant  that 


employers  only  had  to  worry  about  pre- 
venting the  plan  from  falling  apart.  More 
important,  any  individual  employer 
could  just  run  away  from  the  plan  at  any 
point,  without  having  to  be  concerned 
about  leaving  behind  huge  unfunded  lia- 
bilities as  long  as  the  plan  didn't  go  under 
within  five  years  of  his  departure. 

Although  these  plans  were  supposed  to 
be  administered  by  both  the  company 
and  the  union,  the  companies,  for  the 
most  part,  were  pleased  to  abdicate  that 
responsibility.  "These  employers  lust 
didn't  want  to  get  involved  in  the  plans," 
says  Favetta.  "So,  they  would  tell  their 


appointees  to  the  board  of  trustees, 
'Leave  it  to  the  fellows  in  the  union  to 
run  the  plan,  what  do  we  really  care?'  "  i 
That's  all  changed  now,  with  a  ven- 
geance. Under  the  MPPAA,  employers 
must  fully  fund  the  contractual  benefits 
for  their  employees,  past  and  present,  if 
they  withdraw  from  the  plan.  The  idea 
here  was  to  stop  companies  from  run- 
ning away  and  leaving  the  remaining 
participants  saddled  with  their  lia- 
bilities. The  trouble  is  that  "with- 
drawal" has  been  defined  so  broad- 
ly that  you  can  be  shot  for  trying  to 
escape  when  you're  only  taking  a 
stroll  around  the  prison  yard. 

In  Leslie  Fay's  case,  for  example, 
the  firm  was  trying  to  sell  its  assets 
to  investor  Wilmer  Thomas  and 
Wertheim.  As  any  good  businessH 
man  knows,  this  is  just  a  device  tol 
minimize  taxes.  But  MPPAA,  like! 
some  trigger-happy  guard,  inter-! 
prets  this  as  an  attempt  to  escape 
from  the  plan.  Result:  Had  Leslie 
Fay's  assets  been  sold,  the  com- 
pany would  have  had  to  contribute, 
over  the  next  five  years,  enough 
money  to  fully  fund  its  share  of  tha 
underfunded  International  Ladiegi 
Garment  Workers  Union  plan.  AH 
though  the  exact  dollar  amount  in-) 
volved  is  difficult  to  estimate,  it  could 
have  run  as  high  as  $20  million.  ThatI 
made  Leslie  Fay  too  expensive  and  killed 
the  deal. 

All  sorts  of  other  situations  can  trigger 
a  technical  withdrawal: 

•  If  a  firm  closes  an  unprofitable  plant, 
it  may  have  to  fully  fund  the  pensions  foi 
employees  who  worked  there  w  th(. 

past — even  if  the  factory  itself  has  been 
run  by  a  skeleton  crew  for  years. 

•  If  the  union  is  decertified — an  actior 
that  is  totally  out  of  the  hands  of  an> 
employer — the  company  may  be  forcec 
to  switch  pension  plans  and  face  full 
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hdrawal  liabilities. 

A  gradual  reduction  in  the  number 
?mployees  may  be  seen  as  a  "partial 
hdrawal."  lust  when  a  firm  is  diggmg 
If  out  of  a  hole,  the  MPPAA  can  hit 
)bviously,  this  kind  of  thing  is  not 
ig  to  encourage  companies  to  join 
Itiemployer  plans.  Says  Theodore 
nstcin,  director  of  benefits  for  the 
iWU,  "We  lose  employers  in  the  plan 
stly  when  they  go  out  of  business, 
en  that  happens,  we  need  new  mem- 
i,  and  to  the  extent  that  this  amend- 
it  inhibits  new  employers  from  join- 
the  fund,  it's  negative." 
•an  McGinn,  president  of  the  large 
ifomia  actuarial  firm  that  bears  his 
le,  goes  much  further;  "Instead  of 
'ing  or  even  alleviating  the  problem  of 
Itiemployer  pension  plans.  Congress 
created  the  machinery  for  their  ulti- 
:e  destruction.  This  withdrawal  liabil- 
will  inhibit  companies  from  joining 
IS  that  will  shut  off  their  vital  life- 
)d.  If  Congress  doesn't  act  to  lessen 

impact  of  the  withdrawal  liability 
hin  five  years,  a  good  many  multiem- 
/er  plans  simply  will  not  survive." 
uck's  Favetta  doesn't  think  the  situa- 
i  is  quite  so  bad.  "What  it  will  do,"  he 
5,  "is  make  employers  much  more 
ire  of  the  plans.  There  are  certain 
istries  for  which  multiemployer 
is  are  simply  the  only  right  device, 
now  the  employers  will  have  to  par- 
pate  in  the  running  of  these  plans, 

be  tougher  negotiators  when  bar- 
ling with  the  union  over  benefits." 
Whether  MPPAA  spells  doom  for  the 
IS,  or  simply  a  need  for  a  far  more 
tonsible  attitude  on  the  part  of  em- 
bers, is  an  open  question.  It  is  very 
r,  however,  that  disclosure  of  such 
:ntial  liabilities  will  make  a  number 
arge  companies  mighty  uncomfort- 

Under  FASB  Opinion  36,  employers 
r  be  forced  to  disclose  their  share  of 
jnded  multiemployer  pension  fund  li- 
ity.  This  will  put  participants 
)Ugh  much  the  same  pain  single-em- 
'cr  pension  plan  operators  went 
)ugh  after  ERISA  passed  in  1974,  and 
had  to  start  making  disclosures, 
he  disclosures  will  start  coming 
)ugh  this  year  in  some  companies, 
1  the  real  flood  probably  arriving  next 
'.  The  numbers  involved  will  be  huge, 
loco,  for  example,  chose  to  run  ahead 
hie  pack.  Although  the  company's  of- 
rs  seem  to  be  regretting  that  decision 
r,  their  disclosure  was  enlightening: 
r  the  two  plans  |of  which  Conoco  is  a 
nber)  combined,  these  percentages  of 
unfunded  vested  liabilities  and  of  the 
jnded  prior  service  liabilities  would 
roximate  $.396  million  and  $463  mil- 
,  respectively,"  reads  their  annual  re- 
:.  Granted  there  is  some  overlap.  But 
1  for  immense  Conoco,  with  $815 
lion  in  eamings  last  year,  that's  a 
stantial  liability.  ■ 
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P  R  E 1 E  R  R  E 


As  irresistible  as  the  1981  Marquis  . 
is  on  the  road,  it's  even  more,  y 

'V.,  ,  . 

irresistible  behind  the  wheel. 

Surround  yourself  with  such 
luxurious  options  as  Twin  Comfort 
Lounge  seats  of  soft  velour  or  genuine 
leather  seating  surfaces.  The  Valino- 
grain  formal  "coach"  roof.  Automatic  . 
temperature-controlled  air  condition-  , 
ing.  Six-speal^er  Premium  Sound 
System  that  makes  every  seat     ;         , ; 
the  best  in  the  house. 

for  easy  driving  pleasure,  choose 
the  leather-wrapped  "Tilt"  steering  wheel. 
Digital  clock.  Pivoting  vent  windows. 


S  E  A  TING 


1 


And  feel  that  Marquis 
ride,  now  with 
Automatic  Overdrive 
Transmission  for 
mileage  ratings  of 
>^  [l6l*  EPA  EST  MPQ>; 

25EST.HW\V 
The  1981  Marquis^ 
By  Lincoln-Mercury; 
It's  the  difference 
between just 
getting  there 
and  truly  arriving. 

MARQUIS  r^T) 

LINCOLN-MERCURY  DIVISION  v.ilf:^:!f>^ . 


iMvjiiSliiy 


Y 


;d,  weather  and  trip  length.  Actual  highway  mileage  and  Cal.  ratings  less.  Buy  or  Lease  at  your  Lincoln-Mercury  Dealer. 


After  early  diversification  efforts  failed  badly, 
General  Mills  tried  again.  Now,  15  years  later, 
its  patience  is  being  rewarded  in  a  big  way. 


The  second 
time  around 


By  Subrata  N.  Chakravarty 

WHEN  General  Mills  became 
the  first  big  packaged-foods 
company  to  diversify  back  in 
the  Fifties,  the  result  was  disastrous. 
"We  got  into  everything  from  high  alti- 
tude research  balloons  to  electronics," 
says  General  Mills  President  H.  Brewster 
Atwater,  who  takes  over  as  CEO  from 
Chairman  E.  Robert  Kinney  next  month. 
By  1961,  General  Mills'  profit  growth 
ranked  next  to  last  in  Forbes'  survey  of 
the  food  industry.  Meanwhile,  its  foods 
division — with  a  stable  of 
household  names  like  Gold 
Medal  flour.  Big  G  breakfast  ce- 
reals, Bisquick  and  the  ageless 
Betty  Crocker — was  suffering 
from  inattention  as  Procter  &. 
Gamble's  Duncan  Hines 
knocked  Ms.  Crocker  out  of 
first  place  in  cake  mixes. 

But  General  Mills  licked  its 
wounds  and  tried  diversifica- 
tion a  second  time  m  a  different 
way.  That  effort  is  now  paying 
off.  It  has  all  happened  so  gradu- 
ally over  the  past  15  years  that 
few  have  appreciated  just  how 
dramatic  a  change  has  occurred. 
Yet  General  Mills  has  doubled 
its  return  on  equity  and  earn- 
ings growth  rate  to  17.9%  and 
15.3%,  respectively,  and  is  now 
near  the  top  in  its  industry. 

This  superior  performance 
was  not  achieved  with  a  few  big 
acquisitions.  True,  almost  half  of 
General  Mills'  sales  and  earnings 
this  year  will  come  from  four 
major  areas  of  diversification: 
restaurants  (Red  Lobster  Inns, 
York  Steak  Houses),  toys  (Parker 
Brothers,  Kenner,  Lionel  trains, 
Craft  Master),  fashion  (Izod/La- 
coste,  Ship  'n  Shore,  Monet  cos- 
tume jewelry)  and  specialty  re- 
tailing (Talbots  clothing.  Wall- 
papers To  Go,  Lee  Wards 
Creative  Crafts).  But  over  the 
past  ten  years  around  45%  of  the 


company's  growth  has  come  from  new 
products  and  services  developed  internal- 
ly. Of  the  remainder,  24%  came  from  new 
stores  and  restaurants,  21%  from  expan- 
sion of  the  traditional  foods  lines  and  only 
10%  from  new  acquisitions. 

What  happened,  very  simply,  was  that 
General  Mills  bought  concepts,  not  as- 
sets. Knowing  from  painful  experience 
how  easy  it  is  to  make  mistakes  when 
acquiring,  the  company  bought  small  and 
went  after  internal  growth. 

It  is  General  Edwin  Rawlings  who  de- 
serves much  of  the  credit  for  the  redirec- 


//  Bwu  sler  Aliaitcr  of  General  Mills 
"The freedom  tofaU."  


tion  of  General  Mills.  Starting  in  1961  I 
sold  off  the  company's  first  wave  of  acqu 
sitions  plus  many  of  the  nonconsumt 
food  businesses.  Having  thus  stopped  tl 
bleeding,  he  launched  a  second  di  versif  ici 
tion  drive  in  1966,  this  time  thinkir 
small  and  playing  to  General  Mill 
strengths:  its  marketing  savvy  and  coi 
sumer-goods  knowhow.  By  1971  he  ha 
established  beachheads  in  each  of  Genen 
Mills'  current  areas  of  diversification. 

Atwater  likes  to  cite  six  little  compi 
nies  acquired  between  1969  and  197 
that  had  aggregate  sales  of  S90  millio 
when  acquired.  This  year  they  shoul 
ring  up  sales  of  $900  million  and  a  qua 
ter  of  General  Mills'  earnings.  "Look  i 
the  people  who  have  made  huge  acquis 
tions,"  says  Atwater.  "How  many  ai| 
having  trouble  with  them?  It's  moil 
profitable  to  buy  something  in  the  earll 
stages  and  build  it  yourself." 

He  has  a  point.  Between  1967  an 
1979  General  Mills  acquired  over  4 
companies.  Leaving  out  acquisitions  i| 
the  food  business,  analyst  Thomas  Ku] 
ly  of  William  Blair  &  Co.  figures  thei 
cost  General  Mills  some  $335  millior] 
plus  3.5  million  shares.  That's  aboil 
the  size  of  one  fair-size  acquisition.  Ye 
last  year  those  companies  contribute 
almost  $2  billion  in  sales  and  $184  mi 
lion  in  operating  earnings. 

Acquisition  candidates  mui 
now  be  in  fragmented  busines! 
es  where  there  are  no  majc 
competitors.  While  othei 
bought  fast-food  chains  an 
came  up  against  McDonald') 
General  Mills  chose  midpric 
family  restaurants,  where  littl 
organized  competition  exists.  I 
steered  clear  of  jeans,  where  i 
would  have  had  to  compet 
with  Levi  Strauss,  in  favor  c 
fashion.  General  Mills  als 
strives  for  contracyclicalit 
among  its  five  major  businesse 
and  within  them  as  well.  FoO' 
and  restaurants  are  relativel 
stable,  while  fashion  and  toy 
are  more  volatile.  Within  toys 
Parker  Brothers  specializes  i: 
stable  board  games  like  Monop 
oly,  and  Kenner  makes  toys, 
more  up-and-down  business. 

Three  of  the  notable  sue 
cesses  in  the  buy-them-small 
and-grow-them  approach  hav 
been  Red  Lobster,  David  Cryj 
tal  and  Monet.  Acquired  i: 
1970,  Red  Lobster  had  three  res 
taurants  in  Central  Florida  wit 
total  sales  of  S3  million.  In  198 
It  will  have  290  restaurants  wit. 
sales  of  over  $500  million.  Witi 
a  pretax  return  on  average  in 
vested  assets  of  22.3%,  it  is  als 
one  of  the  most  profitabl 
chains  in  the  business.  Th 
growth  has  come  entirely  with 
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CPT  explains  why 
some  word  processors  are 
smarter  than  others 


CPT  begins  with  a  plain-English  explanation 
of  what  word  processing  is — and  shows  how 
an  advanced  word  processor  can  also 
do  your  payroll,  records  manage- 
ment, and  financial  typing. 


Before  you  can  understand  ail 
the  things  a  word  processor 
does,  you  have  to  understand 
the  main  thing  it  does. 

Word  processing  is  simply  a 
faster,  easier,  less  expensive  way 
to  type.  With  a  modem  word  pro- 
:essor  (such  as  the  CPT  8000,  right),  you 
type  on  a  screen  instead  of  paper 

So  you  can  work  at  full  rough-draft 
>peed  without  worrying  about  errors. 
Leave  out  a  word  or  a  paragraph?  No 
tvorry.  Just  go  back  and  type  it  on  the 
screen.  You  can  even  readjust  the  entire 
ext  without  retyping. 

"Electronic  filing" 

Vlost  word  processors  have  some  form  of 
storage.  This  may  range  from  a  magnetic 
:ard,  holding  a  single-page  letter,  to  the 
disks  used  in  the  CPT  8000,  which  hold 
3ver  a  hundred  pages  each. 


This  electronic  storage  allows  you  to 
•ecall  individual  pages  to  the  screen  in 
seconds.  So  you  can  make  changes  as 
;asily  as  you  corrected  the  original. 

When  the  document  meets  your  stan- 
dards, you  transfer  it  from  screen  to 
3aper— at  up  to  540  words-per-minute. 

More  than  Words 

One  of  the  features  of  an  advanced  word 
processor,  such  as  the  CPT  8000,  lets 
you  alter  a  word  processor's  intelligence, 
to  do  things  far  beyond  conventional 


typing. 

Special  pro- 
gram disks  (don't 
worry,  we  do 
the  program- 
ming, not  you) 
transform  the 
CPT  8000 
word  processor 
into  a  mini-computer,  and  more. 

Sort  alphabetically  or 
numerically 

A  lawyer  filing  a  class  action  suit,  for 
instance,  can  enter  tens  of  thousands  of 
names  and  related  data  on  storage 
disks,  then  use  the  CPT  DiskSort™ 
program  to  select  lists  of  individuals 
by  up  to  26  different  criteria, 
such  as  name,  age,  ZIP  Code,  or 
any  other  alpha-numeric  key. 

Built-in  calculator 

The  CPT  MathPak™  lets 
■  ^^^\    you  use  your  word  pro- 
cessor  to  do  annual  re- 
Vfc    ports  and  financial 
V      statements  in  a  fraction 
of  the  time  they  used 
to  take,  because  basic  arithmetic  functions 
can  be  done  within  the  CPT  8000  itself. 

Say  you  re  mailing  a  profit  sharing  letter 
to  200  participants.  With  a  few  simple 
commands,  your  CPT  8000  can  custom 
tailor  each  letter,  figuring  percentages  of 
contributions,  and  dividing  them  into 
individual  employees'  accounts. 

Mini-computers 

Many  offices  use  the  CPT  CompuPak™ 
disk,  with  its  advanced  accounting  capa- 
bilities, in  place  of  a  mini-computer 


This  program  enables  their  CPT  8000  to 
do  their  payroll,  accounts  receivables,  and 
even  their  inventory. 

Larger  firms  also  link  their  CPT  8000 
to  their  data  processing  computer,  trans- 
ferring information  directly  to  typewritten 
reports. 

Word  processors  can  also  "talk"  to 

each  other  electronically,  do  automatic 

mailings,  and  more.  For  a  more  thorough 

explanation  of  the  many  things  word 

processors  can  do,  send  for  our  free 

booklet  CPT  Takes  the 

Mystery  Out  of  Word 

Processing.  . 
__  ] 


Mail  to:  CPT  Corporation 
P.O.Box  17 

Minneapolis,  MN  55440 
I'd  like  to  know  more  about  word  processinf?  and 
the  CPT  8000.  Please  send  me  your  free  booklet 
CPT  Takt's  fhf  Mystery  Out  o/  Word  Proces.sing. 


Name. 


Title/Company. 

Address  

Ciry  

Phone  (  )_ 

FS-06 


State  


.ZIP_ 


out  franchising.  Similarly,  David  Crystal, 
maker  of  the  Izod/Lacoste  line  of  sports- 
wear, has  grown  tenfold  since  it  was 
acquired  in  1970,  to  around  $300  million 
this  year.  Monet  has  become  the  largest 
and  most  profitable  costume  jewelry  line 
around  and  has  grown  at  a  compound 
rate  of  over  20%  since  it  was  acquired  in 
1969.  Some  other  success  stories:  Parker 
Brothers,  Talbots  and  Wallpapers  To  Go. 

Inevitably,  there  have  been  failures, 
too.  General  Mills  ended  its  involvement 
in  the  travel  business  last  year,  and  its 
furniture  business  has  been  disappoint- 
ing. Some  fashion  companies  have  been 
sold  off  and  Ship  'n  Shore,  the  industry's 
largest  maker  of  women's  blouses,  has 
had  control  problems.  Several  restaurant 
concepts  have  been  tried  and  abandoned 
over  the  years  as  well. 

But  the  cost  of  such  errors  has  been 
minuscule,  which  permits  Atwater  to 
talk  about  what  he  calls  "the  freedom  to 
fail":  "We  judge  people  not  on  whether  a 
product  succeeded  or  failed  but  on  how 
they  approached  the  marketplace." 

Atwater  himself  has  been  a  beneficiary 
of  the  freedom  to  fail.  Years  ago,  as  a 
product  manager,  he  introduced  a  prod- 
uct called  Jet-24,  an  aerosol  syrup.  "It 
was  a  third  the  price  of  soft  drinks,"  he 
says,  "but  what  we  didn't  discover  in  our 
research  was  that  kids  had  Jet-24  wars. 
You  could  squirt  the  syrup  into  a  glass  of 
water,  but  you  could  also  squirt  it  at 
someone  else.  Mothers  didn't  care  too 
much  for  orange  syrup  being  sprayed 
around  their  kitchens." 

Meanwhile,  General  Mills  has  been 
able  to  keep  most  of  its  established  lines 
growing.  In  the  past  decade,  13  lines  that 
are  all  over  25  years  old  have  more  than 
tripled  in  volume,  to  $2  billion.  The 
growth  has  come  primarily  from  re- 
sponding shrewdly  to  changing  consum- 
er tastes.  Noting  that  changing  lifestyles 
had  made  calorie  watching  and  conve- 
nience more  important,  the  Betty  Crock- 
er division  introduced  smaller  snacking 
cakes.  It  also  got  a  jump  on  the  market 
and  captured  most  of  the  higher- margin, 
specialty-cake-mix  business.  The  grow- 
ing interest  in  "healthy"  food  led  Gener- 
al Mills  into  nutritional  breakfast  cereals, 
the  U.S.  rights  to  Yoplait  yogurt  (a 
French  yogurt  now  close  to  $50  million 
in  sales)  and  Good  Earth  restaurants,  a 
tiny  "healthy  food"  chain. 

Atwater  inherits  a  company  that  has 
never  been  stronger.  He  flatly  predicts 
that  sales  will  nearly  double  to  $8  billion 
in  five  years  and  that  capital  spending 
will  double  to  $1.4  billion.  Says  he,  "Un- 
like some  consumer  companies,  we  have 
more  growth  opportunities  than  we  have 
capital  to  devote  to  it." 

That's  probably  just  as  well,  because 
the  history  of  General  Mills  shows  that, 
if  Atwater  could  chase  all  of  them,  he'd 
probably  find  that  many  of  those  "oppor- 
tunities" weren't  real.  ■ 


Will  the  federal  government  and  big  oil 
crowd  everyone  else,  in  the  U.S.  debt  market?  \ 


Put  away  the 
worry  beads 


By  Maurice  Barnfather 


CROWDING  out!  warned  the  Wall 
Street  Journal  on  Feb.  2.  With  big 
oil  rushing  to  borrow  for  explora- 
tion funds  in  the  wake  of  U.S.  oil  price 
decontrol  just  when  the  projected  federal 
deficit  IS  soaring  from  $34  billion  to  $80 
billion,  other  borrowers  are  bound  to  get 
hurt  badly. 

Don't  believe  it.  Forbes  put  the  ques- 
tion to  several  major  oils,  and  the  answer 
is  that  there  is  almost  no  prospect  of  a 
dramatic  surge  in  borrowing. 

Only  12%  or  so  of  1980  oil  company 
financing  came  from  banks,  bond  issues 
and  the  like.  No  big  change  is  envisaged 
this  year.  That  looks  about  right,  accord- 
ing to  Richard  O.  Jackson,  top  oil  indus- 
try specialist  at  Britain's  Midland  Bank. 

Perhaps  more  to  the  point,  when  inter- 
national oil  borrows,  it  usually  borrows 
internationally.  The  major  companies 
borrow  in  the  cheapest  market,  and 
that's  not  always  in  the  U.S. 

The  oil  companies,  of  course,  have 
been  generating  most  of  their  cash  needs 
internally  for  many  years.  For  instance, 
15  of  the  world's  largest  oil  companies 
lifted  capital  spending  and  working  cap- 
ital from  $35.4  billion  to  $56.9  billion  in 
1979,  the  last  available  complete  figures. 
^ut  external  sources  coughed  up  only  9% 
of  oil  company  financing  in  1979,  vs. 
11%  in  1978,  according  to  Jackson,  who 
spent  25  years  with  Shell  Petroleum  be- 
fore joining  Midland. 

That's  only  to  be  expected,  of  course. 
After  all,  oil  industry  profits  more  than 
doubled,  to  $31.5  biUion  in  1979  on  the 
back  of  a  60%  rise  in  the  price  of  crude. 
When  all  the  numbers  are  in,  profits  will 
probably  have  risen  27%  in  1980.  True, 
the  price  of  oil  could  fall  sharply  this 
year,  slashing  industry  profits  and  forc- 
ing heavy  borrowings  from  banks  and 
debt  markets  to  fund  exploration. 

And  the  moon  could  be  made  of  green 
cheese. 

Indeed,  one  could  ask,  why  have  the 


Midland's  Jackson 

"Having  a  go  in  a  modest  way." 

banks  been  so  unsuccessful  in  wooing 
perhaps  their  most  creditworthy  com- 
mercial customers?  Bankers,  by  nature 
conservative,  have  traditionally  been 
wary  of  lending  money  for  wildcat  or 
even  exploratory  drilling,  says  Jackson. 
They've  preferred  the  far  safer  course  ol 
lending  the  big  money  to  develop  already 
proven  commercial  fields.  Until  now, 
that  is.  The  big  increase  in  exploration, 
with  huge  potential  profits,  is  making 
banks  like  Midland  (buyer  of  California's 
Crocker  National  Bank  for  $830  millioni 
think  twice.  Says  Jackson,  "All  of  us  are 
now  having  a  go  at  lending  for  explora- 
tory drilling  in  a  modest  way."  That's 
right,  he  said  "modest." 

Compared  with  the  government's  ap- 
petite for  cash,  moreover,  any  lending  of 
this  type  is  indeed  insignificant.  So  large 
is  the  projected  federal  deficit  that 
there's  talk  of  the  Treasury  crowding  out 
industrial  borrowers  from  credit  mar- 
kets. But  Salomon  Brothers  (Forbes,  Fefe. 
2)  isn't  so  sure:  "That  didn't  happen  in 
1976  when  sizable  amounts  of  U.S.  gov- 
ernment debt  were  absorbed  by  foreign- 
ers." President  Reagan,  too,  has  had 
something  to  say  on  the  subject  of  gov- 
ernment overspending. 

Perhaps,  after  all,  the  debt  market  can 
put  away  the  worry  beads.  For  now.  ■ 
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"Idon't  i 
fly  airplanes.  \? 
I  fly  peopled ' 

Frank  Robinson,  Captain 


WeVe  American  Airlines 
Doing  what  we  do  best 


Frank  Robinson  learned  to  tly 
twice.  For  America,  in  F-lOO 
fighters  and  SAC  B-52\s  all  over  the 
world.  And  for  American,  in  727's, 
at  Fort  Worth.  Texas. 

There,  at  American's  Flight 
.^tadcmy,  many  of  his  hours  in  the 
air  were  spent  on  the  ground  -  in 
one  of  our  multi-million-dollar 


flight  simulators.  These  marvelous 
machines  realistically  simulate  all 
aspects  of  flight,  and  enable  us  to 
conduct  emergency  training  that's 
too  hazardous  to  do  in  airplanes 
and  too  important  to  do  without. 

In  the  airline  business,  safety 
comes  t"irst.  So  we've  trained  all  our 
pilots  this  way— -and  pilots  from  44 


other  air;  !  different  coun- 

tries as  uc: 

We're  proud  of  our  Flight  Acad- 
emy. But  we're  even  prouder  of  our 
pilots. 

It  takes  the  best  people  to  make 
the  best  airline.  Captain  Frank 
Robinson  is  one  of  iheni.  and  we 
thought  youM  like  to  meet  him. 


Every  drop  of  oil  we  use  today  will  tak 


Nature  works  slowly. 

Geologists  say  it  tooi<  50,000,000  years 
of  heat  and  pressure  to  make  the  woiicl's  oil. 

Now,  much  of  that  oil  is  gone.  Forever 

There  is  still  more  oil  to  be  discovered. 
But  how  much?  Some  experts  say  we  have  ali'eady 
found  most  of  the  oil  that  will  ever  be  found. 

General  Electric  is  working  with  many 


technologies  to  conserve  the  oil  we  have.  And  ! 
help  find  new  oil.  , 

GE  developed  a  computerized  visual  ; 
system  that  is  used  in  flight  siinulators.  These  j 
simulators  are  so  realistic  that  it's  possible  to  ] 
substantially  reduce  the  amount  of  flying  time  i 
takes  to  train  a  707  pilot  to  fly  a  big  747 

Each  and  evei7  simulator  is  saving  near 


ture  50,000,000  years  to  replace. 


'  million  gallons  of  fuel  a  year. 

GE  is  working  with  the  U.S.  Department 
'gy  developing  an  electric  car  A  prototype 
eady  been  built.  It  can  go  55  mph. 

On  absolutely  no  gasoline. 

Drill  bits,  using  diamonds  made  by  GE, 
ng  into  the  earth  deeper  and  faster  than 
?fore  possible.  This  makes  it  economically 


feasible  to  drill  in  many  places  for  the  first  time. 

Each  and  evei7  drop  of  oil  is  important. 
Every  drop  we  save.  Every  drop  we  find.  Because 
when  the  oil  we  have  is  gone,  it's  gone  forever 


GENERAL  m  ELECTRIC 


•^utsy  Mexican-American  railroader  has 
noned  a  jewel  that  Mexico  may  sell. 

Luck,  pluck  and 
rebuilt  boxcars 


?.v  President  and  General  Manager  Andres  R.  Ramos 

et  complaints,  I  raise  hell  and  get  it  straightened  out,' 


By  Itedd  A.  Cohen 

MEXICO  NOW  IMPORTS  more  than 
$15  billion  worth  of  goods  annu- 
ally from  the  U.S.  Some  30%  of 
that  goes  through  Laredo,  Tex.,  one  of 
the  busiest  border  crossings  for  freight 
because  of  its  direct  rail  link  with  the 
industrial  powerhouse  of  Monterrey. 
This  means  good  business  for  the  Mis- 
souri Pacific  Railroad,  which  serves  La- 
redo from  San  Antonio.  But  it  means 
even  better  business  for  the  Texas  Mexi- 
can Railway  Co.,  a  doughty  157-mile  line 
from  Corpus  Christi. 

The  mighty  $1.6  billion  (revenues)  Mo- 
Pac  and  the  tiny  $24  million  (revenues) 
Tex  Mex  share  crossing  rights  on  the 
International  Railroad  Bridge,  but  it's  the 
mouse  and  not  the  elephant  that  carries 
the  lion's  share  of  the  freight  headed 
across  the  bridge. 

Because  of  Mexico's  oil-whetted  appe- 
tite for  U.S.  grain  and  industrial  goods,  in 
the  last  five  years  the  Tex  Mex  has  dou- 
bled revenues  (to  $24  million  in  1980) 
and  more  than  quadrupled  earnings  (to 
$4  million).  At  a  return  on  equity  of  39% 
last  year  and  an  average  of  29%  over  the 
last  half  decade,  the  Tex  Mex  is  the  U.S.' 
most  profitable  railroad  in  its  class — 
those  roads  with  $10  million  to  $50  mil- 
lion in  revenues. 

If  Mexico's  oil  has  been,  as  it  were,  the 
demand  side  of  that  profitability,  the 
supply  side  has  been  Tex  Mex  President 
Andres  R.  Ramos.  A  gutsy,  up-from-the- 
farm,  66-year-old  Mexican-American, 
Ramos  runs  the  railroad  like  a  personal 
business,  shepherding  shippers  through 
the  tangled  maze  of  customs  and  delay 
that  is  the  border  these  days.  "If  I  get 
complaints,  I  raise  hell  and  get  it 
straightened  out.  That's  what  customers 
like — personal  attention,"  says  a  shirt- 
sleeved,  ever-feisty  Ramos  in  his  cinder- 
block-walled  Laredo  office.  "The  people 
who  run  other  railroads  are  too  big  for 
that,  you  know." 

The  son  of  a  Tex  Mex  station  agent, 
Ramos  started  with  the  railroad  in  1936 
as  a  $70-a-month  telegrapher.  But 
through  the  years  he  studied  account- 
ing— when  he  wasn't  moonlighting  by 
selling  Venetian  blinds  and  vacuum 
cleaners,  or  helping  his  wife  raise  1 7  chil- 
dren— and  1 1  years  ago  he  surprised  his 
non-Latino  superiors  by  asking  to  be 
made  junior  auditor.  At  that  time,  Mexi- 
can-Americans in  south  Texas  were  mis- 
takenly thought  not  to  want  such  ad- 
vancement. But  Ramos  corrected  that 
misconception.  "I'm  just  as  human  as 
you  are,"  he  told  his  superiors,  and  got 
the  auditor's  job.  That  was  1970.  Times 
do  change,  and  in  1978  Ramos  was 
named  president. 

He  hasn't  stopped  since.  Buying  and 
refurbishing  derelict  freight  cars  while 
leasing  new  ones,  he  has  increased  Tex 
Mex  rolling  stock  from  300  to  1,200  cars. 
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Austin  • 

Houston 

San  Antonio* 

Texas 
\           Mexican  Rv 
\                 1  , 
\  Laredo  ^^^"^ 

y'Corpus  Christi 

•  Monterrey  ^ 

Who's  using  whom?  For  Pro-Fac  and  Curtice 
Bums,  their  symbiotic  arrangement  is  so  satis 
fying  that  nobody  bothers  to  ask. 


The  Tt'X  Mc.x  and  its  tcrritoiy 

Number  one  on  the  road  to  Monterrey. 

This  gave  him  the  capacity  to  handle  the 
mounting  traffic,  and  last  year  the  Tex 
Mex  carried  32%  more  tonnage  into 
Mexico  than  the  MoPac.  (The  Tex  Mex 
receives  30%  of  its  freight  from  the  Mo- 
Pac, with  most  of  the  rest  coming  from 
the  Southern  Pacific.) 

Ramos  has  also  been  campaigning  to 
have  another  railroad  bridge  built  across 
the  Rio  Grande  to  help  alleviate  the  mas- 
sive jam  of  freight  cars  at  the  border, 
where  freight-handling  facilities  are 
groaning  under  the  tripling  of  Mexican 
imports  that  has  occurred  since  1976. 
Not  incidentally,  another  bridge  would 
also  provide  Ramos'  Tex  Mex  with  room 
to  grow.  And  maybe  the  bridge  will  be 
built,  if  the  owners  of  the  Tex  Mex  have 
any  say  in  the  matter.  That's  because  the 
railroad  is  owned,  in  effect,  by  the  Mexi- 
can government. 

The  Tex  Mex,  which  dates  back  to 
1881,  was  by  1936  one  asset  of  a  U.S. 
company  that  owned  railroads  in  Mexi- 
co. Tex  Mex  stock  collateralized  the 
bonds  of  that  U.S.  company.  National 
Railroad  Co.  of  Mexico.  In  1937  the 
government  of  Lazaro  Cardenas  nation- 
alized Mexican  railroads,  offering  to  buy 
out  holders  of  National's  prior  lien 
bonds.  In  1975  Mexico  completed  pay- 
ment and  now  owns  95%  of  the  old 
National  bonds,  which  remain  collater- 
alized by  the  stock  of  the  Tex  Mex. 
According  to  an  official  at  Manufactur- 
ers Hanover  Trust  Co.,  trustee  of  the 
Tex  Mex  stock,  the  Mexican  govern- 
ment could  force  the  sale  of  the  Tex 
Mex  at  any  time.  The  Mexicans  could 
then  buy  it  at  a  nominal  price,  or  they 
could  direct  its  sale  to  another  party. 
Tex  Mex  management  might  be  inter- 
ested, as  well  as  the  MoPac  or  the 
Southern  Pacific. 

Or  anybody  could  buy  it.  "Certainly 
there  would  be  others  interested  in  own- 
ing the  Tex  Mex,"  says  a  board  member. 
That  would  seem  to  be  an  understate- 
ment, given  the  railroad's  profitability, 
the  shape  Andres  Ramos  has  put  it  in 
and  the  growth  prospects  for  freight  to 
Mexico.  Do  we  hear  a  bid?  ■ 


Tea  for  two 


By  James  Cook 


Curtice-Burns,  Inc.  of  Rochester, 
N.Y.  IS  in  a  class  by  itself.  Not 
because  it  ranks  as  the  fastest- 
growing  branded  foods  company  in  the 
country  these  days.  It  did  that  through 
acquisitions,  eight  of  them  over  the  last 
ten  years.  What  makes  Curtice-Burns 
so  special  is  that  it  is  the  public  half  of 
Pro-Fac  Cooperative,  Inc.,  an  880-mem- 
ber,  tax-exempt  agricultural  cooperative 
that  sells  its  output  exclusively  to  Cur- 
tice-Burns. 

Trim,  craggy-faced  Hugh  E.  Cumming, 
C-B's  president  and  CEO,  may  think 
Pro-Fac  is  the  raw-material  base  of  Cur- 
tice-Burns' $400  million-a-year  branded 
foods  business.  But  Pro-Fac  farmers 
know  Curtice-Burns  as  their  publicly 
owned  marketing  arm,  processing  and 
distributing  their  produce  in  II  states 
from  New  York  to  Oregon.  They're  both 


right,  as  it  happens,  and  Curtice-Bum 
record  makes  clear  just  how  satisfactoi 
the  partnership  has  been:  Over  the  pa: 
five  years,  Curtice-Burns'  earnings  ha; 
shot  up  70%  on  a  153%  increase  in  sale 
for  an  average  18.3%  return  on  stoci 
holders'  equity — an  enviable  record  i 
almost  any  industry. 

Syracuse,  N.Y.'s  big  Agway  Inc.  agi 
cultural  supply  cooperative  concocte 
the  arrangement  between  Pro-Fac  ar 
Curtice-Burns  20  years  ago,  when  mar 
of  its  upstate  New  York  farmer  membe 
seemed  in  danger  of  being  squeezed  oi 
of  their  agricultural  markets.  To  prevei 
that,  Agway  bought  two  upstate  cannir 
outfits,  Curtice  Brothers  Co.  and  Burn 
Alton,  and  then  formed,  mainly  wit 
Agway  members,  the  Pro-Fac  (Produc 
Facilities)  Cooperative  to  supply  t\ 
newly  formed  Curtice-Bums.  Pro-F^ 
and  C-B  share  common  offices  in  Rod 
ester  and  even  a  common  officer,  but  th 


Cio  tice-Burns  Hugh  H.  Ciiinniing 
"I'm  getting  a  little  itchy." 
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Taking  charge 


There  are  those  who  say 
that  America  has  reached  its 
social  and  economic  peak  and 
is  over  the  hill  We  should 
challenge  that  kind  of  thinking. 

histead  of  viewing  our  prob- 
lems as  insurmountable  ob- 
stacles, it's  time  to  take  charge 
of  our  business,  social  and 
political  responsibilities,  on 
an  individual  basis. 

No  limger  should  we  depend 
im  government  to  solve  all  our 
problems. 


Starting  With  The  Individual 

Government  and  business  should  create  a  climate  that  encourages  individuals  to 
use  their  initiative  and  ingenuity.  A  company  that  rewards  innovation,  competition, 
enthusiasm  and  hard  work,  will  draw  talented  people  like  a  magnet. 

Over  500,000  new  companies  were  incorporated  in  the  U.S.  last  year.  To  make 
their  risk  worthwhile,  these  entrepreneurs  need  the  freedom  to  succeed  — or  fail  and 
try  again  — on  their  own  merits. 

Protecting  Our  Rights 

We  hear  businessmen  say  that  government  regulations  and  bureaucracy  are  too 
vast  and  complex  to  deal  with.  And  yet,  there  are  many  examples  of  business  people 
taking  action  to  protect  the  principles  in  which  they  believe. 

There  are  trade  groups  and  individuals  from  all  walks  ot  life  banding  together  with 
the  common  purpose  of  fighting  the  "windfall  profits  tax"  through  the  federal  courts. 
There  are  several  business  oriented  n(.)n-prof  it  law  firms  gaining  clients  rapidly  by  pro- 
moting economic  growth  and  challenging  government  regulations. 

Leadership  and  Commitment 

There  are  no  quick,  simplistic  answers  to  the  problems 
facing  America  today,  but  there  hasn't  been  a  free  ride  to 
success  since  this  nation  was  founded. 

FOSTI  is  a  growing  corporation  whose  goal  is  to  build 
a  position  of  leadership  in  t)ur  business  of  providing  diversified  logis- 
tical support  services  to  a  variety  of  energy  related  industries. 

Through  this  series  of  articles,  FOSTI  desires  to  encourage 
individual  initiative  and  action  to  protect 


Fuel  Oil  Supply  &.  Terminaling,  Inc. 


For  <i  free  copy  lit  articles  in 

those  principles  which  will  keep  our  nation     FOSTI's  Accentuate  the  Positive      333  W.  Loop  North,  Suite  503 
.  ^  series,  write  on  your  business  Houston,  Texas  77024 

and  our  free  enterprise  system  strong.  letterhead  to  Bud  HaJseii,  President. 


P  FOSTI 

Fuel  Oil  Supply  &  Terminaling.  inc. 


The  business  of  business 

is  to  address  the  major  unmet 

needs  irf  society. 


Control  Data  is  using  its  computer, 
financial  and  human  resources  to  address 
major  unmet  needs  of  society.  It  is  our 
experience  that  these  needs  present 
significant  business  opportunities. 

We  adopted  this  approach  as  a  business 
strategy  well  over  a  decade  ago.  It  has 
been  pursued  vigorously  and  has  proven 
to  be  sound. 


Today,  Control  Data  ranks  among  the 
world's  largest  corporations.  Our  products 
and  services  are  sold  in  47  countries.  We 
employ  more  than  57,000  people.  Our 
combined  revenues  approximate  $3.8 
billion  annually  with  combined  total  assets 
exceeding  $7.6  billion. 

For  more  information,  write  Control  Data, 
HQNllI,  RO.  Box  0,  Minneapolis,  MN  55440. 
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ce  looked  into 
maintenance-free  batterie 
and  got  a  jump  on  tlie  marl<et 

y,.    Shouldn't  you  look  into  Gra 


The  maintenance-free  battery  boom  is 
ten  years  old  and  going  strong. 

But  long  before  these  car  batteries 
became  popular,  Grace  was  busy 
improving, the  technology  that  made 
them  possible. 

The  secret  is  in  the  separators  that  keep 
the  positive  and  negative  plates  from 
touching.  They  have  to  be  tough 
enough  to  withstand  acid  attack.  And 
microporous  enough  to  allow  a  free 
flow  of  conducting  liquids. 

Through  a  series  of  technical  innovations, 
Grace's  Polyfibron  Division  has 


continued  to  lead  the  battery  separator 
industry  for  over  a  quarter  of  a  century. 

Yet  battery  separators  are  just  one 
of  Grace's  specialty  chemical  products. 
And  chemicals,  in  turn,  are  just  one 
part  of  Grace. 

Grace,  in  fact,  is  a  $6.0  billion  company 
with  balanced  interests  in  chemicals, 
natural  resources,  and  consumer  products. 

Since  1969,  the  company's  net  income  has 
grown  by  an  average  of  14%  annually. 
Ai  d  shareholders  have  been  receiving 
cash  dividends  for  47  consecutive  years. 


Our  annual  report  can  tell  you  more. 
Send  for  it  by  writing  to 
W.R.Grace  &  Co.,  Grace  Plaza, 
1114  Avenue  of  the  Americas, 
New  York,  NY  10036,  Dept.  FB 

And  look  into  a  company 
that's  looking  out  for  America's 
automotive  needs. 

One  step  ahead  of  a 
changing  v^orld. 

GRACE 

chemica's  •  natural  resources  •  consumer  products 


□rmal  ties  binding  them  are  a  series 
-year  contracts  that  carefully  spell 
leir  trade  relations, 
hrough  Curtice-Burns,  the  farmers 
get  an  assured  market  for  their  out- 
put at  the  average  prevailing  mar- 
ice.  "Thatguaranteed  market  is  all- 
tant  to  the  farmer,"  says  Cum- 
They  also  get  a  50%  interest  in 
;e-Bums'  pretax  profits,  an  arrange- 
that  on  average  has  yielded  them 
}uivalent  of  18%  more  than  they 
I  have  been  able  to  get  selling  on  the 
market.  More  or  less,  that  is.  Be- 
as  a  tax-exempt  coop,  Pro-Fac  ic 
ed  to  distribute  100%  of  its  earn- 
n  some  form  or  other.  So  Pro-Fac 
)utes  30%  of  its  share  of  Curtice- 
earnings  in  cash — about  enough  to 
the  farmers'  taxes — and  pays  out 
St  in  certificates  of  retained  earn- 
vhich  convert  in  five  years  into  8% 
ic  preferred. 

I  that's  where  Curtice-Burns  gets 
are  of  the  pie.  For  Curtice-Burns, 
ic  acts  as  a  sort  of  private  bank, 
ic's  remaining  70%  of  Curtice- 
'  earnings — currently  running 
d  $4.4  million  a  year — go  back  to 
;e-Bums  for  five  years  as  an  inter- 
e  loan.  Pro-Fac  also  borrows  mon- 
ich  goes  to  Curtice-Burns  from  the 
Credit  Bank  System  at  less  than 
ime  rate.  That's  no  mean  advan- 
hough  not  usually  so  great  as  it  was 
ago,  when  Curtice-Burns  paid  15% 
mey  when  the  prime  was  at  20% . 
nost  years,  Hugh  Cumming  says, 
;e-Bums  pays  a  quarter  to  a  half  of  a 
itage  point  less  through  Pro-Fac 
it  would  through  a  commercial 
"Almost  more  important,"  Cum- 
says,  "we  don't  have  to  maintain 
Dmpensating  balances.  So  Curtice- 
has  access  to  both  seasonal  and 
inancing  at  what  amounts  to  just 
/ery,  very  favorable  rates." 
tice-Burns  may  have  started  out  as 
ive  processor  and  marketer  of  Pro- 
)utput,  but  that  didn't  last  long.  In 
leginning,  Curtice-Burns'  output 
mainly  into  the  private-label  busi- 
:;anned  beets,  string  beans,  corn  or 
auce  for  chains  like  Shop  Rite 
,  Inc.  or  Grand  Union.  "These  can 
rtice-Burns'  most  profitable  items 
national  supplies  are  short,"  Cum- 
says,  "but  when  they're  not.  .  .  ." 
ning  learned  that  the  second  year 
;e-Burns  was  in  business.  The  mar- 
as  glutted,  private-label  prices  col- 
and  Curtice-Burns  lost  money. 
IC  members  not  only  shared  in  the 
,  they  wound  up  getting  15%  less 
:he  average  market  price  for  their 
cts. 

t  was  the  point  at  which  Curtice- 
decided  it  was  time  to  diversify.  It 
geographically,  by  product  and  by 
,  in  the  hope  of  reducing  its  de- 
nce  on  the  commodity  canned- 


goods  cycle  and  so  stabilizing  its  earn- 
ings. The  strategy  worked.  Since  then, 
Curtice-Burns  has  had  only  two  years 
when  the  farmers  got  less  than  full  mar- 
ket value  for  their  product,  the  last  being 
in  1970.  Acquisition  succeeded  acquisi- 
tion— there  was  Comstock  Foods  pie  fill- 
ing in  1977,  Snyder's  Snack  Foods  potato 
chips  in  1972,  Nalley's  Fine  Foods  in 
1975,  National  Brands  Beverage  in  1979 
and  National  Oats  Co.  in  1980.  Curtice- 
Burns'  net  soared  from  the  $54,000  it 
earned  on  $13.1  million  in  sales  in  1962 
to  the  $5.5  million  it  could  earn  on  sales 
that  may  reach  $400  million  in  the  cur- 
rent fiscal  year. 

Inevitably,  even  Curtice-Burns'  acqui- 
sition program  has  been  shaped  by  its 
Pro-Fac  relationship.  Because  Curtice- 
Burns  shares  50%  of  its  pretax  profits 
with  Pro-Fac,  it  can't  make  acquisitions 
with  stock  without  diluting  its  earnings. 
So  instead  it  almost  always  borrows 


To  acquire  National  Oats,  Cur- 
tice-Bums borrowed  $12.65 
million  from  Pro-Fac,  money  it 
had  borrowed  from  Farm  Cred- 
it Bank.  Curtice-Bums  then 
sold  National  Oats'  fixed  as- 
sets to  Pro-Fac  at  cost  and 
leased  them  back,  at  cost — 
depreciation  plus  interest. 


money  from  Pro-Fac,  pays  cash  for  the 
acquisition  and  leverages  the  acquisition 
to  the  hilt. 

In  acquiring  National  Oats,  for  in- 
stance, Curtice-Burns  borrowed  $12.65 
million  from  Pro-Fac,  which  itself  had 
borrowed  the  money  from  the  Farm  Cred- 
it Bank.  Curtice-Burns  then  sold  National 
Oats'  fixed  assets  back  to  Pro-Fac  at 
cost — $5.1  million — and  leased  them 
back  at  what  also  amounted  to  cost — 
depreciation  plus  interest.  "An  acquisi- 
tion has  to  increase  earnings  per  share  or 
we'll  pass  it  by,"  Cumming  says.  "The 
only  approach  we've  found  is  to  acquire 
the  business  with  debt  and  leverage,  so 
that  earnings  aren't  diluted.  We  think  the 
only  long-term  solution  is  to  get  the  price 
of  the  stock  way  up,  and  we  haven't 
succeeded  in  doing  that."  Curtice-Burns 
has  a  multiple  of  only  5,  /x.  7  or  so  for 
others  in  the  branded  foods  group. 

Curtice-Burns  has  little  interest  in  ei- 
ther new  product  development  or  nation- 
al brands.  Instead,  it  has  tended  to  con- 
centrate on  acquiring  already  successful 
regional  brands.  It  claims  24%  of  the 
potato  chip  market  in  Pittsburgh,  for  ex- 
ample, 76%  of  the  pie-filling  market  in 
California  and  65%  of  the  popcorn  mar- 
ket in  San  Antonio. 

It's  increasingly  expanding  these  re- 
gional brands  into  adjoining  areas  or  in- 
troducing them  in  other  regions  through 
other  divisions  of  the  company.  Nalley's 


marketing  effort  is  branching  out  from 
Washington  and  Oregon  into  California. 
The  Snyder's  division  is  peddling  Michi- 
gan Fruit  Canner's  taco  dip  in  Ohio  and 
other  states.  Snyder's  is  introducing  Nal- 
ley's natural  potato  chips  in  Pittsburgh. 
"We  think  we  can  do  better  having  high 
market  shares  in  a  region,"  Cumming 
says.  "Curtice-Burns  can  concentrate  its 
efforts,  adapt  its  advertising  and  promo- 
tion to  local  needs." 

As  Curtice-Burns  moved  beyond 
canned  and  frozen  vegetables  into  brand- 
ed desserts  and  pie  fillings,  snack  foods 
and  soft  drinks,  salad  dressings  and 
breakfast  foods,  Pro-Fac  expanded  along 
with  it,  organizing  farmers  in  seven 
states  to  provide  the  raw  product  Cur- 
tice-Burns needs — cherries  in  Michigan, 
popcorn  in  Iowa  and  Nebraska,  potatoes 
and  cucumbers  in  Washington  and  Or- 
egon. But  the  two  were  kept  in  balance. 
Pro-Fac's  expansion  is  limited  by  the 
raw-material  needs  of  Curtice-Burns,  so 
that  prospective  members  have  to  line 
up  to  get  in. 

These  days,  however,  Pro-Fac  mem- 
bers provide  only  65%  of  Curtice-Burns' 
raw-material  needs,  partly  because  re- 
gional extensions  of  Pro-Fac  take  time  to 
get  moving  and  partly  because  the  com- 
pany is  rapidly  outgrowing  its  original 
agricultural  base.  In  1979  Cumming  ac- 
quired his  first  nonagricultural  food  prod- 
uct— an  upstate  New  York  beverage  out- 
fit— and  he's  currently  considering  ex- 
panding beyond  food  entirely.  Packaging 
would  seem  to  be  a  logical  adjunct.  But 
Cumming  is  also  looking  at  unrelated 
nonfood  businesses. 

Now  Curtice-Burns  is  clearly  ripe  for 
another  acquisition.  Though  canned  and 
frozen  vegetables  provide  only  25%  of 
Curtice-Bums'  sales,  that's  enough  to 
leave  it  vulnerable  to  those  periodic 
downswings  in  commodity  food  prices, 
the  latest  of  which  got  under  way  nearly 
two  years  ago.  This  time  the  downturn 
has  been  deepened  by  the  rise  in  interest 
costs,  which  soared  60%  last  year  at  a 
time  when  sales  were  up  perhaps  15%. 
Curtice-Burns'  earnings  slid  nearly  10% 
last  year  from  their  1979  peak,  and 
though  first-half  earnings  are  up  5.1%  on 
a  22%  gain  in  sales,  it's  still  far  from 
clear  whether  1981  will  set  any  records. 
A  new  acquisition  would  certainly  help. 
"I'm  getting  a  little  itchy,"  Cumming 
says.  "The  last  acquisition  we  made  was 
a  year  ago  yesterday." 

For  Agway,  which  still  owns  a  third 
of  Curtice-Burns  stock,  the  combi- 
nation of  Pro-Fac  and  Curtice- 
Burns  has  worked  so  well  that  it  is  now 
hoping  to  duplicate  its  success  else- 
where— this  time  by  pairing  H.P.  Hood 
Inc.  with  Agri-Mark,  Inc.,  a  newly 
formed  dairy  cooperative.  Agway  bought 
Hood  last  July  for  about  $16  million.  If 
the  Pro-Fac  paradigm  holds  any  portents, 
the  prospects  are  promising.  ■ 
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77?^  laughed  when  George  Mitchell  poured 
oil  and  gas  money  into  a  model  community. 
But  Mitchell  saw  a  real  estate  hedge  for  his 
energy  company  and . . . 

Nobody's 
laughing  now 


Mitchell  Energy  &  Dei'elopttu  ) a  ■  urj:  ClHiinuan  Geurge  MilLhell 

"With  real  estate,  in  a  good,  location  you've  got  a  40-year  return." 


WHEN  Houston  oilman  Geo 
Mitchell  officially  opened 
new  23,000-acre  commun: 
The  Woodlands,  seven  years  ago,  a  loi 
people  thought  he  was  heading  for  dis 
ter.  Why  would  such  a  successful  wi 
catter  take  the  cash  flow  from 
booming  Mitchell  Energy  &.  Devel 
ment  Corp.  and  pour  it  into  real  est 
just  when  rising  energy  prices  w 
making  the  oil  and  gas  business  a 
cense  to  print  money?  In  fact,  as  Mit 
ell  remembers  it,  at  ofie  low  pomt 
1974  the  bankers  "refused  to  hoi 
their  verbal  agreement  to  lend  me  ! 
million"  in  new  financmg  for  his  Wo 
lands  project  north  of  Houston. 

Nobody  thinks  George  Mitchell  is 
of  his  mind  these  days.  While  cash  fl 
from  these  operations  will  turn  posit 
only  in  the  coming  year,  the  appreciat: 
in  land  value  has  been  enormous.  Mit 
ell  bought  the  land  at  an  average  of  $1,( 
an  acre,  then  spent  about  $25,000  an  a 
more  to  develop  it.  Today,  the  aver, 
Woodlands  acre  sells  for  $62,000,  w 
the  choicest  going  for  up  to  $  1 52,000. 1 
Woodlands  is  only  22%  developed  tod 
When  fully  developed,  even  if  the  h 
never  appreciated  further,  it  could  go 
the  market  at  $1  billion.  ^ 
Mitchell,  61,  a  paper  billionaire  on' 
holdings  of  62%  of  the  outstanding  st( 
of  Mitchell  Energy,  says  he  knew 
along  the  project  was  a  good  busin 
investment.  He  recalls  how  he  conceit 
the  project  in  the  1960s,  when  the 
and  gas  business  was  less  certain  thai 
is  at  present.  It's  not  a  matter  of  a  qui 
high  return,  he  says,  but  of  a  long-liv 
cash-producing  asset.  "The  return  on 
vestment  in  energy,  since  the  boycott 
1973,  might  be  as  much  as  30%  aftert 
I's.  only  10%  or  12%  for  real  estate,  i 
that's  not  the  point.  The  average  life  c 
well  is  only  seven  or  eight  years.  Tl: 
you  have  to  redo  it.  With  real  estate,  i 
initial  investment  is  it.  In  a  good  lo 
tion  you've  got  a  40-year  return  and| 
appreciating  asset." 

Why  didn't  shrewd  Houstonians  a 
bankers  and  Forbes  in  a  critical  IS 
article  see  the  promise  of  The  Woodlai 
years  ago?  Two  reasons.  Mitchell  Ene: 
was  in  technical  default  in  1975  on  so 
of  its  borrowings  for  the  project.  But  th 
also  was  George  Mitchell  himself, 
seemed  a  little  too  visionary  for  his  o 
good.  A  Greek  immigrant's  son  w 
bused  tables  and  carried  out  laundryt 
work  his  way  through  Texas  A&M'si 
nowned  petroleum  engineering  schd 
Mitchell  brought  social  concern  as  well 
geological  knowledge  into  the  busin) 
founded  in  1946.  Mitchell  and  the  cd 
pany  spend  $200,000  every  other  y^ 
underwriting  symposia  on  sustainaj 
growth.  George  Mitchell  has  alwi 
talked  of  The  Woodlands  as  a  social  id| 
as  well  as  a  profitable  investment. 
The  project  is  one  of  13  model  n 
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YouVe  probablygoins 
0  pay  too  much  in 
)ersonal  income  taxes 
iiisyear. 

bu  are,  if  you're  the  kind  of  totally 
Dived  executive  we  think  you  are. 
Vith  everything  else  on  your  mind  there's 
ood  chance  you  may  fail  to  take  some 
fectly  appropriate  steps  to  minimize 
ir  taxes. 

Vhich  makes  it  all  the  more  important 
[  you  get  the  advice  and  counsel  of  the 
ifessionals  at  Deloitte  Haskins  &  Sells, 
b  start  with,  we'll  systematically  review 
ir  current  financial  picture  and  your 
jrns  for  previous  years.  [Who  knows? 
may  very  well  find  refunds  you've 
jrlooked.} 

'hen  we'll  go  further,  and  help  you  devise 
mcial  strategies  to  meet  your  long-term 
jiness  and  family  needs. 

Your  needs  for  trust  arrange- 
ments, perhaps.  Or  the 
sale  of  a  family 

business. 


Or  exercising  some  stock  options. 
And  so  on. 

At  Deloitte  Haskins  &  Sells  we  think 
income  tax  and  estate  planning  is  a  very 
personal  matter 

When  we  say  we  don't  stop  at  the  bottom 
line  in  serving  clients,  we  include  thousands 
of  businessmen  and  professionals  among 
them. 

They're  individuals  who  look  to  us  for 
planning  for  the  years  to  come-just  as  much 
as  for  our  help  in  filing  this  year's  return. 

Of  course,  not  everybody  requires  our 
kind  of  help.  But  if  you  do,  perhaps  we 
should  talk. 
The  sooner  the  better 
For  our  latest  tax  planning  booklet,  call 
our  nearest  office.  Or  • 
write:  1114  Avenue  of  nplfliltp 
the  Americas,  New  „  . 

York  N  Y  10036   Haskins+Rp.  s 


Beyond  the  bottom  line " 


i 

Wetxe  doing  what  has  to  be  done. 

Auto 

Safety 


Crashes  kill.  They  maim  and  cripple?^And  they 
are  costly  to  Society  That's  why  Property-Casualty  i 
insurance  companies  support  safer  automotive  engineering.! 


It  s  nine  o'clock  at  night.  Visibility  is 
poor  and  rain  is  turning  to  sleet.  You  re 
driving  home  after  an  unusually  hard  day. 
Preoccupied,  you  don't  realize  the  road  is 
icy  until,  suddeniy  you  reach  a  curve.  You 
struggle  to  maintain  control^  but  you  can't. 
You  skid  off  the  road  at  40  miles  an  hour 
and  smash  head-on  into  a  large  tree.  The 
sound  of  the  crash  is  thunderous. 

Then— silence.  And  you  open  the 
door  and  waR<  away  Impossible? 
In  today  s  car.  yes.  But  not  in  tomorrovv^  s. 

Today  automobile  accidents  injure 
more  than  five  million  people  a  year... 
and  kill  over  50,000.  A  national  tragedy 
and  a  national  problem. 

Many  serious  accidents  involve 
drinking  drivers,  youthful  drivers^  or  tired 
drivers.  Human  error  can  never  be 
eliminated.  But  a  great  many  deaths  and 


crippling  injuries  can  be  avoided  by 
stressing  safety  in  automotive  design  and 
engineering. 

That's  why  Property-Casualty  insur- 
ance companies  support  the  Insurance 
Institute  for  Highway  Safety  IIHS  is  an 
independent  scientific  organization  that 
studies  the  causes  of  highway  crashes  and 
injuries  and  then  suggests  what  can  be 
done  to  reduce  them. 

IIHS  has  found  that  automobile  de- 
sign is  a  major  contributor  to  crashes  and 
injuries.  In  frontal  crashes,  for  example, 
some  designs  allowed  the  hood  to  slash 
through  the  windshield  and  invade  the 
passenger  compartment.  Partly  because 
of  IIHS  investigations,  the  Federal  Govern- 
ment in  1977  adopted  a  performance 
standard  to  prevent  this. 

Another  example:  after  a  crash. 


any  car  fuel  tanks  were  prone  to  rupture 
leak,  heightening  the  chance  of  lethal 
st-crash  fire.  Again^  IIHS  research  ulti- 
ately  led  to  action:  Congressional  hear- 
ts and  adoption  of  a  corrective  safety 
ndard. 

The  Research  Safety  Vehicle  (RSV) 
I  prototype  automobile  that  demon- 
ates  today  s  "state  of  the  art."  When  all 
s  embody  RSV  s  features^  a  40-mph^ 
ad-on  crash  won't  have  to  mean  death 
even  serious  injury.  That  s  why  IIHS 
d  insurers  strongly  support  the  RSV 
)gram. 

The  RSV  is  stylish^  seats  4 
nofortably  gets  good  gas  mileage 
ity  27  Highv>/ay  37);  would  cost  ap- 
Dximately  S/POO  to  mass  produce— 
d  can  thoroughly  protect  driver  and 
ssenger  in  ways  no  contemporary 
to  can. 

The  RSV  features  a  uni 
ed^  foam-filled  body 
sll  for  improved 
Lsh  protection; 
interior 
an'  of  knobs 
d  gadgets 
at  can  in- 


we  hope  that  tomorrow^  these  improve- 
ments in  auto  safety  wiU  be  standard  in 
automotive  designs. 

The  IIHS  research  program  and  the 
RSV  are  positive  efforts.  They  show  that 
tomorrow  s  cars— the  ones  being  de- 
signed right  now  by  the  world  s  auto 
manufacturers— could  be  much^  much 
safer  than  those  on  the  road  today. 

Obviously  for  Property-Casualty  in- 
surance companies^  auto  safety  is  an  area 
where  social  responsibility  and  self-interest 
are  joined. 


igned 


e  and 

aim;  improved         the  Government  by  private 

Dtection  in  a  side-impact 
Lsh  or  rollover;  plus,  seat  belts  and 
.  automatic  air-bag  protection  system, 
he  RSV  also  includes  such  amenities 
air  conditioning  and  citizens'  band 
iio/AMTM  stereo  cassette 
mbination.) 

You  can't  buy  the  RSV  today.  But 


industry  contractors. 

Our  primary  concern  is  to  save  lives 
and  reduce  injuries^  wherever  possible. 
But  we  also  realize  that  the  fewer  claims 
we  receive  and  the  lower  the  cost  of  medi- 
cal bills^  the  more  policyholders  will  bene- 
fit—both from  improvements  in  auto 
safety,  and  from  positive  effects  auto  safety 
features  have  on  auto  insurance  costs. 


We  re  working  to  keep  insurance  affordable. 

ds  message  presented  by  the  American  Insurance  Association^  85  John  Street,  NY,  NY  10038 


Mitchell  E)ierg}-'s  J3,000-acre  ilreciin  conin/n/iity.  The  Woodland'^ 

Those  who  called  George  Mitchell  too  visionary  are  eating  their  words. 


towns  assisted  since  1970  with  loan 
guarantees  from  the  Department  of 
Housing  &  Urban  Development,  and  just 
about  the  only  one  that  has  succeeded. 
When  completed  around  2000,  The 
Woodlands  will  be  a  community  of 
160,000  people  (10,000  live  there  now) 
with  busmess  offices  and  light  manufac- 
turing mdustry.  Mitchell  is  determmed 
that  the  community  provide  a  place  for 
both  rich  and  poor:  "If  we  don't  do  some- 
thing about  our  urban  poor,  then  we're  in 
real  trouble,"  he  says. 

Arguments  over  The  Woodlands'  busi- 
ness value  now  past,  Mitchell  is  confi- 
dent that  the  cash  flow  will  build  at  an 
estimated.  15%  a  year.  And  the  apprecia- 
tion in  the  value  of  the  area — lying  25 
miles  north  of  burgeoning  Houston's 
city  center,  and  20  minutes  from  its 
Intercontinental  Airport — can  only  be 
imagined. 

.And  Mitchell's  energy  business?  It's 
booming.  Mitchell  Energy  is  expected  to 
record  about  $100  million  in  net  m- 
come — $2.76  a  share — on  about  $680 
million  in  revenues  in  its  Jan.  31  fiscal 


year.  Largely  because  of  a  big  position  in 
unregulated  natural  gas  liquids — like  eth- 
ane and  butane — Mitchell's  earnings 
shot  up  63%  in  1980,  while  its  stock 
more  than  tripled,  from  19%  to  60%, 
before  settling  down  to  a  recent  50%.  At 
the  latest  count,  Mitchell's  reserves  in- 
cluded 55  million  barrels  of  natural  gas 
liquids,  1 9  million  barrels  of  crude  oil  and 
454  billion  cubic  feet  of  natural  gas. 

To  be  sure,  Mitchell's  real  estate  ven- 
ture did  cause  some  changes  in  how  he 
ran  his  energy  business.  Because  of  The 
Woodlands'  cash  demand  in  the  early 
1970s,  he  was  forced  to  neglect  some  of 
the  company's  prime  exploration  acre- 
age. As  a  result,  it  wasn't  until  1979  that 
Mitchell  could  begin  to  explore  new  ter- 
ritory aggressively. 

In  the  meantime,  natural  gas  liquids 
helped  see  him  through.  Currently 
Mitchell  Energy  produces  50  billion  cu- 
bic feet  of  gas  a  year.  But  it  doesn't  sell 
all  the  high  Btu  gas  in  raw  state.  Rather, 
at  36  processing  plants  it  removes  the 
gas  liquids  and  sells  them  separately. 
Why?  Simple  arithmetic:  For  its  gas  the 


company  would  get  an  average  price 
$2.30  per  thousand  cubic  feet.  For 
liquids — the  nonprice-controlled  etha: 
butane,  propane  and  natural  gas<>lj 
(used  as  chemical  feedstocks  and  mo 
fuels) — it  gets  around  $5.50  on  a  I 
equivalent  basis. 

The  gas  liquids  have  provided  i 
company  with  an  average  of  44% 
operating  income  for  the  last  five  ye£ 
and  George  Mitchell  in  January  ; 
nounced  an  investment  of  $25  milli 
for  ten  more  gas-processing  plants.  / 
other  ten  are  in  various  stages  of  co 
pletion.  But  once  again,  the  nonc( 
formist  oilman  is  going  against  convi 
tional  wisdom..  Profitability  of  ; 
processing  will  diminish,  say  secur 
analysts,  once  all  gas  is  decontrolled 
1985.  Did  Mitchell  miscount?  No,  : 
the  analysts  who  missed  somethi 
says  Mitchell:  "They're  not  taking  ii 
account  the  fact  that  old  gas — disa 
ered  prior  to  1973 — won't  be  totally  i 
controlled  for  10  or  15  years.  It  will  s 
be  profitable  to  process  that  old  gas.' 

Mitchell  also  has  in  the  works  anotl 
innovative  route  to  profit.  "We're  a  hi; 
tech  independent,"  he  says  with  a  r 
grin.  He's  talking  about  Mitchell's  sta 
of-the-art  work  in  an  enhanced  gas  ■ 
covery  method  called  massive  fract 
ing — the  forcing  of  gel  or  foam  into  rc 
so  dense  that  gas  cannot  flow  natural 
The  pressure  fractures  the  rock  to  alL 
the  gas  to  flow  more  easily.  The  payc 
Gas  released  from  so-called  "tight"  f 
mations  can  be  sold  at  twice  the  price 
gas  from  conventional  sources. 

To  be  sure,  he  misses  them  occasion 
ly,  too.  "I  could  have  had  the  Bolr 
field,"  he  says  of  the  gas  field  discovei 
in  1973  offshore  his  native  Galveston 
Houston  Oil  &  Minerals.  Bolivar  has  p 
duced  300  billion  cubic  feet  of  gas  so 
on  an  original  investment  of  $2.7  n 
lion.  But  Mitchell  missed  it  by  not  b 
ding  high  enough  for  the  drilling  righ 
Were  his  thoughts,  and  pocketbook, 
verted  at  the  time  by  The  Woodlani 
"Not  really,"  says  Mitchell.  "We  wi 
busy  developing  an  onshore  field  ji 
across  Galveston  Bay  from  the  Boli' 
field." 

In  any  event,  cash  flow — $225  milli 
in  1980— is  hardly  a  problem  at  Mitch 
Energy  these  days.  As  Mitchell  surv( 
the  greenery  of  the  forest  in  which 
built  his  model  community,  he  has 
trepidation  about  the  future — of  Mitct 
Energy,  at  least.  He's  still  not  sure  ab< 
the  world. 

But  what  of  those  bankers  who  fai! 
to  see  The  Woodlands'  promise  ye 
ago?  Mitchell  had  his  revenge  on  th 
early  in  1976,  when  they  came  back 
fering  him  financing.  "I  said,  'You 
your  own  problems  cloud  your  visior 
Mitchell  Energy.  Forget  it.  You're 
late,'  "  says  Mitchell  unsmiling.  Idea 
tic  he  may  be;  soft  he  isn't.  ■ 
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The  Gas 
(Efption 


Bas:  Its  role 

in  America's  least-cost 

snei^  strategy. 


onsider  America's  gas  energy: 

Enough  clean,  efficient  primary  energy  to  last  for  gener- 
ations to  come. 

Jnsurpassed  environmental  benefits. 

\  million-mile  underground  delivery  system  in  place. 

\/1odern,  energy-saving  gas  appliances  and  equipment. 

It  ail  adds  up  to  America's  most  efficient  major 
lergy  system.  It  adds  up  to  the  Gas  Option— one  option 
Tierica  cannot  afford  to  ignore  as  the  nation  moves  to 
jvelop  the  potential  of  various  energy  sources. 

All  sources  of  energy  will  play  an  important  role  in  meet- 
g  America's  future  energy  needs.  And  the  gas  industry  has 
)nsistently  recognized  that  each  should  make  its  biggest 
jntribution  in  the  jobs  it  does  best.  Oil,  for  instance,  is  essen 
il  as  our  primary  transportation  fuel;  electricity  for  lights, 
otors,  and  industrial  automation;  gas  serves  over  55%  of 
e  homes  in  America— and  provides  nearly  40%  of  the 
lergy  for  industry  and  agriculture.  And  coal— of  v\/hich 
3  have  a  tremendous  supply— can  and  must  be  used 
a  far  greater  extent,  and  gas  energy 
in  greatly  enhance  its  use. 

The  critically  important  contri 
jtion  gas  can  and  should  con- 
lue  to  make  to  our  nation's 
tal  energy  mix  is  described 


in  a  recent  study  released  by  the  Mellon  Institute.  The  study, 
titled  The  Least-Cost  Energy  Strategy,  makes  a  persuasive 
case  for  encouraging  the  most  efficient  mix  of  energy  forms  in 
the  U.S.  residential,  commercial,  and  industrial  sectors. 

As  the  chart  below  shows,  a  truly  economic  and  efficient 
pattern  of  national  energy  use  over  the  past  10-15  years 
would  have  resulted  in  a  24  percent  reduction  of  energy 
use  overall.  Oil  use  would  have  been  reduced  by  28  per- 
cent; electricity  by  43  percent.  At  the  same  time,  industrial 
gas  use  would  have  risen  by  68  percent— resulting  in  a 
slight  increase  in  total  U.S.  gas  consumption. 

And  it  is  worth  noting  that  in  1979  alone,  increased 
industrial  use  of  gas  actually  offset  an  average  of  435,000 
barrels  of  imported  oil  per  day,  thus  saving  the  United 
States  approximately  $3.5  billion  in  foreign  exchange  pay- 
ments. 

Consider  the  gas  option.  It's  no  panacea  for  all  cur- 
rent energy  woes.  Nor  an  unthinking  endorsement  of  an 
all-gas  economy  Instead,  it's  a  clear-eyed  appraisal  of  the 
^  contribution  gas  can  make  to  our 
I'M l^iilillliV..  total  energy  mix— now  and  in  the 
future. 

America  cannot  ignore 
the  facts.  That's  what  the 
Gas  Option  is  all  about.t 


TOTAL  ENERGY  SERVICE  DEMAND 
1978  COMPARISON 


ACTUAL 
SITUATION 


LEAST-COST 
HYPOTHETICAL  CASE 


IMPROVED  EFFICIENCY  ' 
10% 

OIL  36% 

\ 

\ 

IMPROVED  EFFICIENCY  ' 
32% 

OIL  26% 

COAL«% 

NATURAL  GAS 

COAL  3% 

19% 

PURCHASED  ELECTRICITY 

NATURAL  GAS 

21% 

30% 

OTHER 
— 1%  — 

PURCHASED  ELECTRICITY 
17% 

 A- 

Total  use:  78  Quads  Total  use:  59  Quads 

n  terms  ot  pninarv  (uel 

3URCE  Ttii- E-:n..f.|v  PrrH)i,f.ln/ity  Cenler  Mellon  Instilule  Arlington,  Vy 


Gas:  The  future  belongs  to  the  efficient. 

tFor  more  inlormation,  write  to  American  Gas  Association.  Dept  29- DD  1515  Wilson  Blvd  .  Arlington,  VA  22209      c  jygo 
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Help  from  science  could  avert  a  food  crisis  if  it  comes  in  time.  Th 
hope  is  for  breakthroughs  from  universities  and  business. 


The  growth 
industry 


By  Bob  Ikunarkin 


AMID  ALL  THE  UNRELIEVED  bad  nCWS 
about  food  supplies — diminishing 
gains  in  productivity,  protein  shortages, 
birthrates  that  won't  quit,  prospects  of 
soaring  food  prices — amid  all  that,  there 
is  good  news,  too.  It  comes  from  what  is 
going  on  in  agricultural  research,  most 
importantly  in  the  laboratories  of  Ameri- 
can universities  and  of  major  U.S.  com- 
panies positioning  themselves  for  a  great 
growth  market. 

The  news,  often  couched  in  arcane  sci- 
entific language,  carries  the  promise  of 
virtually  limitless  horizons  in  food  pro- 
duction. The  promise  may  be  agonizing- 
ly slow  to  pay  off;  it's  a  business  where 
1990  seems  like  tomorrow.  And  the 
breakthroughs  may  not  come  in  time  to 
avert  spreading  world  food  problems.  But 
it's  the  best  hope  we've  got. 

For  the  last  40  years,  America,  and 
through  our  bounty  the  world,  has  been 
living  in  an  agricultural  golden  age.  Every 
new  development  of  technique  in  farm- 
ing increased  the  soil's  yield.  But  now 
there  are  ommous  signs.  "Yields  are  in- 
creasing at  decreasing  rates,"  says  Direc- 
tor Norman  Berg  of  the  Department  of 
Agriculture's  soil  conservation  service. 
"Our  technology  may  have  reached  the 
point  of  diminishing  returns." 

What  Berg  observes  from  Washington, 
farmers  like  Bill  Goodner  of  Broken  Bow, 
Nebr.  and  Dennis  Mikkelson  of  Mankato, 
Minn,  experience  on  their  farms.  Planting 
fence  post  to  fence  post,  Goodner  now  gets 
145  bushels  of  com  per  acre,  where  his 
father  got  only  45  in  the  years  after  World 
War  n.  But  Goodner  must  pour  more  water 
and  fertilizeron  those  fieldsevery  yearjust 
to  maintam  his  high  yields.  Mikkelson 
reports  that  yields  have  been  flat  for  the 
past  five  years  where  once  they  grew  5%  a 
year.  "We've  sort  of  run  into  a  barrier,"  he 
shrugs. 

The  very  land  itself  is  diminishing.  The 
U.S.  farms  some  41.^  million  acres  today 
hut  loses  more  than  ^  million  acres  a  year 


to  a  combination  of  urbanization  and  soil 
erosion.  On  erosion,  a  new  report  from 
USDA  only  confirms  the  impression  of 
West  Branch,  Iowa  farmer  Lyle  Waters, 
who  says,  "In  Iowa,  we  lost  more  tons  of 
soil  last  year  than  during  the  Dust  Bowl." 

Such  prospects  are  ominous  for  the 
U.S.  and  the  world.  At  home,  we'll  have 
enough  to  eat  but  costs  and  prices  will 
keep  rising  annually.  Many  of  those  fer- 
tilizers— mainly  anhydrous  ammonia — 
herbicides  and  pesticides  that  have  given 
farmers  today's  bounty  are  energy  based. 
Pushed  by  energy  costs,  food  prices  are 
rising  faster  than  ever — 5.5%  a  year  a 
decade  ago,  an  estimated  14%  this  year. 

The  signs  are  even  more  ominous  for  a 
hungry  world  that  expects  the  U.S. — 
which  last  year  exported  1 70  million  tons 
of  food,  vs.  6  million  ten  years  ago — to 
send  it  more  food  in  years  to  come.  "Soy- 
beans and  feed  grains  would  have  to  in- 
crease from  150  million  metric  tons  a 
year  to  500  million  by  the  year  2000  if  the 
world  IS  to  keep  eating  meat,"  says  Ralph 
Hardy,  head  of  agricultural  research  for 
E.I.  Du  Pont  de  Nemours  &  Co. 

The  prospect  is  stark:  Unless  U.S.  agri- 
culture can  renew  its  traditional  ability 
to  increase  productivity,  the  world  could 
be  facing  again  the  old  Malthusian  equa- 
tion of  too  few  proteins  for  too  many 
mouths. 

Enter  hope.  American  agriculture  has 
always  had  strength  in  reserve — the 
great  research  laboratories  of  our  land- 
grant  universities,  of  farm-minded 
chemical,  drug  and  seed  companies  and 
the  support  for  research  from  the  USDA. 
The  laboratories  are  working  on  ways  to 
produce  more  food  with  less  energy  on 
smaller  areas  of  land.  They  are  focusing 
on  genetic  engineering  and  on  advances 
in  plant  chemistry.  And  the  progress  re- 
ports from  the  research  battlefront  are 
heartening  indeed. 

In  the  near  term  the  scientists  envi- 
sion substantial  production  gains  from 
improving  a  plant's  ability  to  take  in 
nitrogen,  an  element  which  is  essential 


for  growth,  protein  and  high  yields. 

Near  term  from  the  chemical  side  v 
come  plant  regulants  that  can  speed 
crop  growth.  Already  in  use  by  ma 
corporations  is  the  science  of  hydropc 
ics,  the  growing  of  crops  without  soil. 

But  the  most  dramatic  vision  of  a  n 
agriculture  comes  from  the  promise 
genetic  engineering  to  grow  one  ph 
from  the  single  cell  of  another.  Throu 
single-cell  regeneration  it  will  be  possil 
to  isolate  the  special  hereditary  qualit 
that  give  a  plant  resistance  to  disease 
the  ability  to  withstand  heat,  or  to 
long  stretches  without  water.  The  sci< 
tific  name  for  this  newest,  most  av 
some  of  mankind's  abilities  is  recom 
nant  DNA  (for  deoxyribonucleic  acid,  t 
inherited  program  dictating  the  char 
teristics  of  all  life,  human,  animal 
vegetable).  The  popular  word  is  clontn 

There  is  a  sense  in  academe  a 
in  industry  that  there's  a  Nol 
prize  waiting  for  the  guy  who  actu 
ly  employs  recombinant  DNA  tec 
niques  to  increase  crop  productioi 
says  John  Senger,  general  manager 
Monsanto  Corp.'s  agricultural  techno 
gy  division. 

Sure,  more  attention  has  been  paid' 
the  biomedical  aspects  of  gene  manipu 
tion.  Not  that  plant  genes  are  more  co: 
plicated  than  human  ones.  Simply,  mc 
money  is  available  for  biomedical 
search.  Yet  genetic  breakthroughs  in  ; 
ricu-lture  could  well  precede  gains 
medicine. 

Genetics  not  only  yields  crop 
creases,  it  gains  time.  Nobel  peace  pri: 
winner  Norman  Borlaug  took  20  ye. 
using  crossbreeding  techniques  to  dev 
op  the  resistant  strains  of  rice  a 
wheat  that  produced  the  Green  Revoj 
tion  in  India  and  Pakistan.  Genetic  i 
gineers  would  cut  those  decades  tq 
matter  of  months  if  they  could  masj 
the  art  of  separating  and  perpetuatj 
healtny  genetic  characteristics.  And  i 
work  has  begun. 
Mary-Dell  Chilton  at  Washington  U 
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Corn 


Corn  is  the  world's  main  feed  crop. 
Cloning  could  help  to  bring  about  a  dra- 
matic improvement  in  yields. 


AvrraKi'  crop  yield  by  decide  (bushels  i 

_ 


versity  in  St.  Louis  is  trying  to  insert  the 
soybean's  protein-forming  gene  into  to- 
bacco, the  most  common  laboratory  re- 
search plant.  If  it  works,  the  gene-trans- 
fer techniques  could  be  applied  to  food 
plants. 

Researchers  at  the  University  of  Cali- 
fornia at  Davis  are  concentrating  on  im- 
proving photosynthesis,  the  process  by 
which  plants  convert  the  energy  in  sun- 
light into  plant  sugars.  If  the  process 
could  be  made  more  efficient,  plants 
would  grow  faster.  Plants  now  convert 
only  1%  of  the  energy  absorbed.  At  2%,  a 
plant  would  double  its  rate  of  growth, 
resulting  in  a  massive  increase  in  food 
production. 

Stanford  University's  Ronald  W.  Da- 
vis is  researching  ways  to  alter 
corn's  protein-storage  genes  to  make 
that  $50  billion  crop  more  nutritious.  At 
Kansas  State  University,  plant  patholo- 
gist James  Shepherd  is  cloning  potato 
plants  resistant  to  blight. 

At  the  University  of  Minnesota,  pro- 
fessor of  plant  genetics  Charles  Green 
has  grown  plants  from  cells  removed 
from  com  plant  embryos.  So  far  he  and 
colleague  Burle  Gengenbach  have  isolat- 
ed a  strain  resistant  to  the  southern  com 
leaf  blight  that  destroyed  some  15%  of 
the  U.S.  corn  crop  of  1970.  "If  progress  is 
as  fast  in  the  next  five  years  as  in  the 
past  five,"  he  says,  "chances  are  there 
will  be  applications."  That  means  the 
biogenetic  techniques  can  come  out  of 
the  laboratory  and  start  the  equally  long 
process  of  demonstration  and  product 
development  that  leads  eventually  to  the 
iarmers  of  the  U.S.  and  the  world. 
Roland  M.  Hendrickson,  president  of 
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Pfizer  Corp.'s  agricultural  division,  puts 
an  estimate  on  the  time  period  needed. 
"We've  been  at  this  single  cell  thing  for 
four  years  now,"  he  says,  "but  we're  not 
doing  anything  that  can  quickly  be  ap- 
plied commercially.  We're  looking  10  to 
15  years  down  the  road." 

Because  they  are  doing  the  research 
now,  it  is  likely  that  major  chemical  and 
drug  companies  will  be  prominent  in  the 
agriculture  of  the  future.  The  drug  com- 
panies come  to  genetics  from  both  the 
pharmaceutical  and  agricultural  sides, 
where  they  are  active  in  veterinary  med- 
icine. The  chemical  companies  are  the 
traditional  developers  of  herbicides,  pes- 
ticides and  fertilizers.  The  promise  of 
genetics,  long  term,  is  to  displace  those 
products.  So,  now  Dow  Chemical,  Mon- 
santo, Du  Pont  and  Stauffer  are  among 
those  devoting  money  to  far-out  genetic 
research,  as  both  defensive  and  offensive 
long-term  business  strategies. 

Agricultural  research  expenditures  at 
the  big  firms  have  been  growing  in  the 
last  decade  and  are  now  reaching  signifi- 
cant size — around  20%  of  total  R&D  for 
most,  36%  of  total  for  Eli  Lilly  &  Co. 
"We're  building  a  broad-based  recombi- 
nant DNA  capability,  which  includes  ag- 
riculture," says  a  spokesman  for  Lilly. 

"We  are  trying  to  find  some  leads 
into  markets  that  would  be  important 
to  us  five  to  ten  years  out,  such 
as  nutrition  and  photosynthesis,"  says 
Sam  Vranish,  agricultural  research  di- 
rector for  Dow.  "We  have  a  lot  of  faith 
in  agriculture  as  a  growth  area  for 
Dow — just  like  pharmaceuticals." 

But  corporations,  and  university  labo- 
ratories, do  not  live  by  the  long  term 
alone.  The  near-term  promise  of  genetic 
engineering  is  in  nitrogen-fixing. 

The  problem  is  simple  enough.  The 
solution  has  scientists  agonizing.  To 
make  protein,  plants  need  nitrogen,  but 
they  can  produce  it  neither  from  air  nor 
from  soil.  Bacteria  that  grow  on  the  roots 
of  leguminous  plants — beans,  peas,  al- 
falfa, clover — take  nitrogen  and  combine 
it  with  oxygen  and  other  substances  to 
produce  nitrates,  which  nourish  plants. 
Traditionally,  the  bacteria  have  been 
augmented  by  nitrogen  fertilizers,  but 
the  process  eventually  weakens  the  natu- 
ral bacteria.  That  meant  a  need  for  more 
fertilizers  and  more  expense. 

By  using  genetics,  researchers  hope  to 
"infect"  the  plants — such  as  35%  pure 
protein  soybean,  which  builds  up  the 
food  value  of  animals — with  superior 
bacteria.  Some  scientists  believe  soy- 
bean yields  could  improve  imm.ediately 
by  15%  through  use  of  this  technique. 
Progress  would  yield  a  double  benefit: 
growth  in  the  $10  billion  annual  soybean 
crop  and  savings  on  the  $2  billion  annual 
nitrogen  fertilizer  bill. 

Raymond  C.  Valentine,  who  heads  a 
team  of  15  scientists  at  the  University  of 
California  at  Davis,  believes  work  in  ni- 


trogen-fixing is  closer  to  fruition  th 
anything  else  in  plant  research.  Says  hi 
teriologist  Winston  Brill,  whose  resear 
team  has  devoted  12  years  solely  to  i 
trogen-fixation  at  the  University  of  W 
consin:  "We've  had  a  major  brea 
through  every  couple  of  months  for  t 
past  two  years."  And  Du  Pont  has  spe 
20  years  on  nitrogen-fixation  researc 
Dow,  Monsanto  and  Allied  Chemical  i 
also  concentrating  on  this  promisi 
tool.  The  researchers  hope  someday 
make  the  m.ajor  grain  crops,  com  a 
wheat,  independent  of  fertilizers  ; 
their  nitrogen. 

The  other  near-term  technologK 
hope  for  agriculture,  says  I 
Pont's  Hardy,  is  plant-growth  rej 
lants,  through  which  the  scientists  c 
selectively  modify  crops — increase  t 
sugar  content  of  cane  or  beet,  for  e 
ample.  Selective  modification,  sa 
Hardy,  is  much  more  difficult  th 
"the  kill/no  kill  selectivity  of  pesticid 
and  herbicides." 

Plant  regulants — chemical-like  he 
mones  that  alter  a  plant's  growth  a: 
quality — are  an  advance  of  chemic 
technology  so  promising  as  to  open 
new  field. 

Union  Carbide's  regulant,  Ethrel,  i 
creases  yields  in  walnuts  and  tums  ton; 
toes  and  apples  redder.  For  the  past  t 
years,  Du  Pont's  researchers  have  be 
working  on  a  regulant  that  would  eff( 
tively  limit  a  soybean's  intake  of  growt 
inhibiting  oxygen.  In  one  test,  a  soybe 
plot  was  flooded  with  carbon  dioxic 
The  result,  notes  Hardy,  was  a  doubli 
of  yield. 

Monsanto,  which  gets  42%  of  its  $8 

Wheat 

Wheat  is  America's  main  export  crt 
This  year,  we  will  send  1.5  billion  bus 
els — half  our  production — overseas,  j 
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Sorghum 


Qrghum,  a  cereal  grass,  is  used  mainly 
>  feed,  but  it  can  also  be  ground  into 
leal  or  refined  into  sweet  syrup. 
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lillion  net  income  from  agricultural 
•oducts,  has  a  plant  regulant  on  the 
larket,  called  Polaris,  which  has  already 
icreased  Hawaiian  sugar  cane  yields  by 
)%  to  15%.  Monsanto  is  ahead  in  plant 
gulants  because  of  a  happy  accident, 
he  company  had  a  herbicide  formula 
tting  on  the  shelf  in  1976,  when  one  of 
s  scientists  ran  across  an  article  de- 
;ribing  the  properties  of  plant  regulants. 
hey  were  almost  identical  to  those  of 
le  herbicide,  which  was  immediately 
lodified  and  brought  into  current  devel- 
Dment.  "They're  the  next  major  wave 
•  agricultural  chemicals  and  we're  heav- 
y  committed,"  says  the  company's 
ihn  Senger. 

But  the  most  spectacular  current 
eakthrough  in  chemical  technology  is 
ready  commercial.  It's  called  hydropon- 
s,  which  basically  means  growing 
ants  in  water  instead  of  soil.  Essential 
jtrients  are  added  to  the  water  and  the 
ants  are  grown  in  a  controlled  environ- 
lent.  Whittaker  Corp.,  of  Los  Angeles, 
alif..  Control  Data  Corp.  and  General 
[ills,  both  of  Mirmeapolis,  are  already 
•oducing  lettuce  in  "vegetable  fac- 
iries."  "We  grow  plants  like  the  East 
ermans  grow  athletes,  in  a  very  regulat- 
1  environment,"  boasts  Steven  K.  Ei- 
:nberg,  president  of  Whittaker's  Agri- 
/stems  division.  Inside  a  1.8  acre  plas- 
c  greenhouse  in  Somis,  Calif.,  Whitta- 
sr  is  raising  lettuce,  cucumbers  and  to- 
latoes  for  the  $650  million  salad-greens 
larket.  The  expected  yield:  3  million 
sads  of  lettuce  per  year,  compared  with 
30,000-head  yield  when  lettuce  is 
own  in  soil. 

Control  Data  is  now  harvesting  10,000 


heads  of  lettuce  a  week  in  an  old  Minne- 
apolis warehouse  using  hydroponic  tech- 
nology purchased  from  General  Electric 
last  October.  "We  can  produce  it  where 
it  is  consumed,"  says  Phillip  J.  Bifulk,  a 
CDC  vice  president.  "Shipping  produce 
from  the  Sunbelt  to  the  frostbelt  only 
made  sense  when  gas  was  29  cents  a 
gallon." 

West  of  Chicago  on  the  outskirts  of  De 
Kalb,  III,  General  Mills'  5,000-square- 
foot  artificially  lighted  vegetable  factory 
is  growing  spinach.  Bibb,  leaf  and  Boston 
lettuce.  All  three  companies  plan  to  fran- 
chise their  systems  to  other  growers 
both  in  the  U.S.  and  abroad. 

But  chemistry  aside,  we  wouldn't  have 
hydroponics  were  it  not  for  the  electronic 
control  component  in  these  special  green- 
houses. It  is  only  one  of  a  number  of  ways 
that  advances  in  data  processing  are  aid- 
ing agriculture.  There  are  computer  pro- 
grams that  allow  a  farmer  to  select  the 
best  animal  nutrition  at  the  lowest  price. 
There  are  some  60  feed  companies,  dair- 
ies and  consultants — each  representing 
several  hundred  farmers — tied  into  the 
University  of  California's  farm  computer. 
A  cow's  vital  statistics — such  as  sex, 
weight  and  milk  output — are  fed  into  the 
computer,  which  then  recommends  a 
feed  formula.  In  the  past  three  years,  say 
university  officials,  the  program  has  in- 
creased average  animal  milk  production 
40%,  to  20,371  pounds  per  animal.  There 
is  electronic  entrepreneur,  Missourian 
Marvin  Marshall,  who  tours  the  dairy- 
lands  of  Illinois,  Indiana,  Michigan  and 
Ohio  in  a  Ford  Econoline  loaded  with  IBM 
equipment.  In  two  hours  he  will  analyze  a 
farmer's  dairy  cows  and  whip  up  a  feed 
formula. 

Not  all  advances  are  through  revolu- 
tionary technology.  There  is  some 
opportunity  for  further  progress  in  the 
traditional  areas  of  selective  breeding 
and  seed  hybridization,  while  we  wait 
for  the  promise  of  bioengineering.  The 
successes  in  poultry  are  already  well 
known.  Through  selective  breeding, 
higher  protein  diets  and  artificial  light- 
ing methods,  hen  houses  have  been 
turned  into  egg  factories.  In  1924  the 
average  commercial  hen  laid  112  eggs  a 
year.  This  year  the  average  will  be  250 
eggs  and  through  1985,  says  James  War- 
ren, of  DEKALB  AgResearch  Inc.,  we  can 
expect  at  least  a  two-to-three-egg  m- 
crease  each  year.  University  of  Missouri 
Professor  Harold  Biellier  has  developed  a 
prolific  layer  that  produces  448  eggs  in  as 
many  days. 

Less  well  known  is  that  the  cattle  in- 
dustry has  found  a  way  to  multiply  prize 
stock.  Using  embryo  transplants,  a  high 
milk  producer  can  become  the  mother 
cow  for  an  entire  herd.  After  artificial 
insemination  induces  pregnancy,  the 
embryo  is  transplanted  into  an  ordinary 
cow.  The  resulting  calf  has  the  quality 
characteristics  of  the  blood  mother  rath- 


er than  the  bearing  mother,  which  can 
bear  repeatedly.  One  cow  at  the  Univer- 
sity of  California  at  Davis  conceived  a 
record  1 1  calves  a  year.  Embryo  trans- 
planting is  now  a  $20  million  industry, 
but  researchers  say  that  in  another  few 
years  nearly  all  animal  breeding  will  be 
done  in  this  manner — and  not  only  in 
the  U.S.  The  embryos  are  already  being 
frozen  and  shipped  to  other  parts  of  the 
world  to  produce  prime  stock. 

In  hybridization,  the  great  successes 
with  com  long  ago  increased  yields 
dramatically.  From  here  on,  says  Profes- 
sor John  Pesek,  head  of  the  agronomy 
department  at  Iowa  State  University, 
farmers  may  still  get  1.5  bushels  more 
per  acre  per  year.  But  the  focus  of  the  two 
giants  of  the  $1  billion  corn-seed  mar- 
ket— DEKALB  AgResearch  and  Pioneer 
Hi-Bred  International — has  shifted  to  at- 
tempts to  create  hybrid  seeds  for  wheat 
and  soybeans.  Anticipated  near-term 
payoff:  a  20%  increase  in  wheat  yields. 
Such  a  surge  would  add  400  million  bush- 
els a  year  to  our  wheat  crop,  allowing  a 
20%  increase  in  wheat  exports. 

And  DEKALB  is  taking  account  of  the 
U.S.'  worsening — meaning  more  arid — 
weather  patterns  of  recent  years  and  is 
testing  a  corn  hybrid  in  the  desert  heat  of 
Yuma,  Colo.  That  hybrid,  derived  from  a 
Mexican  strain,  can  grow  three  weeks 
without  water. 

DEKALB  and  Pioneer  are  the  tradi- 
tional research  leaders,  but  they  must  be 
looking  over  their  shoulders  at  the  roster 
of  well-heeled  industrial  newcomers  to 
agriculture.  Not  only  the  drug  and  chemi- 
cal companies,  but  newcomers  like  Shell, 
Atlantic  Richfield,  Occidental  Petroleum 


Soybeans 

Soybeans  is  the  highest-protein  crop — 
35%  pure — and  is  cheap  to  grow,  making 
it  a  good  meat  substitute. 

 1 
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Chip  off  the  old  block 

Cloning  sidesteps  the  genetic  uncertain- 
ties of  sexual  reproduction  by  carbon- 
copying  a  single  parent.  The  potato-plant 
leaf  (a)  is  chopped  (b)  and  placed  in  a 
hormone  solution  (c)  that  stimulates  cell 
growth.  The  pieces  are  moved  to  an  en- 
zyme solution  (d)  that  dissolves  cell 
walls — leaving  protoplasts.  A  hormone 
solution  (e)  makes  the  protoplasts  di- 
vide, with  each  new  one  an  exact  replica 
of  the  one  before.  Protoplasts  then  mass 
together  (f)  and  hormone  treatments 
cause  growth  of  shoots  (g)  and  roots  (h). 
Finally,  the  cloned  plants  are  planted  (i). 


and  International  Telephone  61.  Tele- 
graph, which  have  entered  the  field  by 
purchasing  seed  companies. 

There  is  a  corporate  scramble  today  to 
buy  up  the  hundreds  of  seed  companies 
in  the  U.S.  Why?  Because  they  possess 
the  agricultural  knowledge  and  at  least 
the  beginnings  of  a  team  of  trained  per- 
sonnel. The  seed  company  provides  a 
base  to  build  on,  as  Pfizer  built  Pfizer 
Genetics  division  on  the  base  of  the  Tro- 
jan Seed  Co.,  of  Minneapolis,  which  it 
bought  seven  years  ago.  Three  years  ago 
Pfizer  moved  it  to  St.  Louis  where  today 
it  has  20  Ph.D.s  in  genetic  science  on  the 
payroll. 

Genetics  and  agricultural  Ph.D.s  are  as 
valuable  as  M.B.A.s  these  days.  Mon- 


santo has  20  on  its  staff  and  a  contract 
with  Daniel  Nathans,  a  Nobel  laureate  of 
Johns  Hopkins  University.  Nobel  laure- 
ate Joshua  Ledcrberg  of  Rockefeller  Uni- 
versity IS  on  Celanese's  special  scientific 
advisory  board. 

And  there  are  a  number  of  entrepre- 
neurial companies  making  a  strong  bid 
for  future  status  in  agriculture.  Agrigcne- 
tics  Corp.  of  Denver,  Colo,  recently 
spent  more  jhan  $70  million  acquiring 
two  seed  companies  from  Union  Car- 
bide. That  gave  founder  and  President 
David  Padwa  a  total  of  12  seed  compa- 
nies, bringing  annual  sales  volume  of  $7.5 
million  to  his  young  company.  Padwa 
uses  the  seed  business  cash  flow  to  fund 
such  projects  as  a  planned  $800,000  labo- 
ratory in  Madison,  Wis.  devoted  to  tissue 
culture  and  recombinant  DNA.  His  com- 
pany, claims  Padwa,  is  backed  by  ven- 
ture capital  from  Henry  Ford  and  some 
members  of  the  Rothschild  family.  Agri- 
culture as  a  field  for  venture  capital? 
Padwa  IS  an  enthusiast:  "It's  sort  of  like 
investing  in  drilling  equipment  in  1971," 
he  says.  "Now  the  world  has  a  food  prob- 
lem. Everyone  is  nine  meals  away  from 
murder  and  these  biotechnologies  are  ar- 
riving not  a  moment  too  soon." 

Other  small  companies  include  Ad- 
vanced Genetics  Science  Ltd.,  of  Green- 
wich, Conn,  and  Intemational  Plant  Re- 
search Institute  of  San  Carlos,  Calif. 
Lawrence  Bogorad,  a  top  plant  molecular 
biologist  at  Harvard,  sits  on  the  Ad- 
vanced Genetics  board.  Both  entrepre- 
neurial outfits  are  extremely  hush-hush 
about  their  lines  of  research.  AGS,  which 
has  neither  a  listed  telephone  number 
nor  address,  is  said  to  be  cloning  a  dis- 
ease-resistant potato,  and  IPRI  is  trying 
to  grow  crops  in  salt  water. 

The  big  companies  have  begun  to  step 
in  with  cash,  either  to  help  or  acquire. 
Monsanto  recently  bought  a  $20  million 
interest  in  Biogen  N.V.,  a  Swiss  genetic 
engineering  outfit,  and  Dow  has  invested 
$5  million  in  Collaborative  Genetics 
Inc.,  of  Waltham,  Mass. 

If  there  is  any  shadow  on  all  this 
enthusiasm,  it  is  that  both  private  and 
public  research  money  for  agriculture 


Farms  without  land 


"Hydroponics"  is  the  name  for  growl 
plants  without  soil — most  commonly, 
water.  The  main  advantage  of  hydropt 
ics  is  that  it  allows  closer  control  o^ 
the  plant's  environment  than  is  usua 
possible — the  timing  of  "feedings,"  c< 
centration  of  nutrients,  temperature  a 
humidity.  Whatever  nutrients  the  ph 
needs  not  found  in  water  are  added 
make  a  nutrient  solution.  In  a  syst( 
like  the  one  illustrated  below,  the  plai 
are  anchored  by  gravel  and  the  bed 
flooded  from  below;  the  runoff  flo 
back  into  the  tank  to  be  recirculated. 


dwindled  over  the  years  of  agricultur 
very  success.  The  emphasis  in  fede 
research  shifted  to  human  medici 
while  the  productivity  curve  of  the  ( 
farm  technologies  flattened  out  and  t 
world's  food  problems  worsened.  It  v\ 
be  difficult  in  a  time  of  belt-tighteni 
to  increase  the  amount  of  reseai 
money  going  to  agriculture  but,  si 
Ralph  McCracken,  former  head  of  I 
DA's  office  of  science  and  educatic 
"research  investment  will  have  to  ; 
crease  to  4%  to  6%  in  the  public  S( 
tor  in  order  to  turn  the  productiv 
curve  around." 

Fortunately,  there  are  signs  that  t 
climate  is  changing.  In  the  Carter  / 
ministration,  Agriculture  Secretary  H 
Bergland  held  the  purse  strings  tight , 
any  projects  that  threatened  to  displi 
farm  labor,  with  a  nod  of  support  fr(| 
Cesar  Chavez'  United  Farm  Worko 
But  the  Reagan  Administration  does(| 
think  that  way.  John  Block,  the  n) 
Agriculture  Secretary,  snaps:  "That  ai 
tude  is  counterproductive  and  we  ca 
afford  it." 

That  sense  of  urgency  from  the  fede 
government,  coupled  with  the  resea: 
going  on  in  universities,  big  corporatK 
and  entrepreneurial  companies,  is  lik 
to  produce  the  right  atmosphere  for 
breakthroughs  needed  to  avert  a  wc 
food  crisis.  And  just  the  right  clam 
too,  for  a  great  growth  industry  of 
Eighties.  ■ 


Seed  money 

Area  of  long-term 

Agricultural 

Total  R&D2 

Company 

agricultural  research 

R&D>  (millions) 

(millions) 

Allied  Chemical 

nitrogen  fixation 

$30 

$  69 

American  Cyanamid 

plant  growth  regulants 

73 

124 

Dow  Chemical 

photosynthesis 

40 

268 

Du  Pont 

nitrogen  fixation 

42 

415 

Eli  Lilly 

recombinant  DNA 

63 

174 

Merck 

plant  genetics 

24 

188 

Monsanto 

plant  growth  regulants 

84 

173 

Pfizer 

plant  genetics 

22 

137 

Upjohn 

soybean  hybrids 

26 

130 

Union  Carbide 

plant  growth  regulants 

46 

165 

1  .   'Estimated,    ^ased  on  late.st  available  figures. 

!_:^  .  
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lUb  CUAL. 


After  three  generations  of 
growing  dependence  on  oil,  the 
world  is  retliscovering  coal.  So  is 
St.  Joe,  which  has  become  one  of 
Americas  leading  coal  producers 
and  exporters. 

St.  Joe,  together  with  a  part- 
ner, mines  coal  in  over  twenty- 
five  Eastern  locations  and  now 
plans  further  large  increases  in 
its  production  of  low-sulphur 
coal.  In  addition,  Si,  Joe  expects 


to  make  major  investments  in 
American  port  facilities. 

Coal  is  just  part  of  St.  Joe's 
exciting  future,  hi  the  early 
1970s,  St.  Joe  embarked  on  a 
well-planned  course  of  diversifv'- 
ing  into  rapidly  growing  markets 
for  precious  metals,  energy;  and 
other  natural  resources. 

Tliis  ten-year  capital  expan- 
sion program  should  total  over 
three  billic  )n  d(  )llars  by  1984.  And 


it  is  already  beginning  to  pay  off 
Discoveries  in  energy  around  the 
world  will  add  to  St.  Joe's  earn- 
ings and  grt)wth. 

With  all  this  happening,  isn't 
it  time  you  discovered  St.  Jc^e? 

DISCOVER  US. 

/OE  i\ llNHR/MS  C(  )RP()RA 'HON 
ENERGY &METALS 


For  a  copy  of  our  Annu.il  Report,  w  rite  to  our  Director  of  Investor  Relations, 
Kathleen  M.  Kucera,  Box  IC,  St.  Joe  Minerals  Corporation,  250  Rirk  Avenue,  New  York,  New  \brk  1001'' 


Anew 
dimension  in 
energy  savings 
along  existing  lines. 

Mi  Now  a  single  system  can  enhance  your  communications  capabilities  and 
lower  energy  costs  by  as  much  as  20%.  And  that  single  system  is  already  wired  to  a 
large  extent  in  any  building  with  existing  telephone  lines,  so  you  also  save 
considerably  on  the  cost  of  installation. 


<C^^^  A  decision  within  a  process  symbolizes  information  management. 


Energy  communications  achieves  vital  savings  by  applying  the  specific 
trategies  of  a  Bell  System  Energy  Study  conducted  at  your  place  of  business. 

Dimension"  PBX  with  Energy  Communications  is  easy  to  operate  and 
asily  updated.  It  implements  your  programmed  ' bn-off"  cycles  and  load-shedding 
uring  times  of  peak  demand.  It  transmits  signals  to  units  that  help  prevent  energy 
/aste  in  ways  as  complex  as  adjusting  heating  and  cooling  systems  and  as  simple  as 
jrning  lights  on  and  off.  Night  and  day.  Summer  and  winter. 

The  same  system  improves  overall  productivity  by  providing  more 
exibility  and  greater  control  over  your  internal  and  external  communications. 

Managing  information  to  manage  energy  means  getting  the  most  from 
le  resources  on  hand— another  example  of  the  Bell  System  putting  its  knowledge  to 
/ork  for  your  business. 


The  knowledge  business 

@ 


The  wild  animal  trophies  on  Bill  Ruger's  wall 
are  appropriate  symbols for  his  highly  successful 
firm.  Sturm,  Ruger,  too,  is  one  of  a  dying  breed. 


Under  the  gun 


The  Up-And-Comers 


By  Richard  Greene 


WHEN  YOU  TURN  OFF  thc  BoSton 
Post  Road  in  Southport, 
Conn. — leaving  behind  thc 
McDonald's,  Burger  Kings  and  Muzak- 
fillcd  outdoor  malls — and  come  to  the 
headquarters  of  gun  manufacturer  Sturm, 
Ruger,  you've  gone  through  a  time  warp. 
Bill  Ruger's  office  is  straight  out  of  the 
early  1900s.  The  furniture  is  dark  oak 
and  maple.  Wild  animal  heads  stare  men- 
acingly from  the  walls,  a  rhinoceros  and 
a  lion  Ruger  bagged  in  Africa.  "They 
weren't  endangered  when  I  shot  them," 
says  Ruger.  A  glass  case  full  of  rifles 
stands  against  another  wall.  Behind  an 
enormous  oak  desk,  littered  with  papers 
and  ornate  shooting  trophies,  sits  Ruger 


himself.  With  his  walrus  moustache  and 
rimless  glasses,  the  resemblance  to  Ted- 
dy Roosevelt  is  uncanny. 

But  this  is  no  relic  of  a  company. 
Sturm,  Ruger's  results  are  definitely  up- 
to-date:  a  return  on  equity  that  has  aver- 
aged better  than  20%  over  the  past  five 
years  without  a  penny  of  debt;  some  $8 
million  in  earnings  in  1979,  almost  dou- 
ble the  firm's  1975  income;  margins  of 
over  11%  on  sales  of  $69  million.  Sales 
for  1980  should  hit  about  $80  million — in 
a  year  Bill  Ruger  refers  to  as  one  of 
"planting"  rather  than  "harvesting." 

He  could  have  said  that  it  was  a  year  of 
"reinvestment"  as  opposed  to  "profit-tak- 
ing, "  but  that  wouldn't  be  Bill  Ruger.  This 
is  an  entrepreneur  more  given  to  philos- 
ophy than  economics.  Instead  of  the  the- 


Srurm,  Ri/ger's  Bill  Ki  -.  , 

"if  you  oiUlaw  gwms,  only  outlaws  will  have  ^uns. 


ories  of  the  Boston  Consulting  Groui 
the  Harvard  Business  School,  he's  a  dii 
pie  of  Horatio  Alger  and  Ernest  Hemi 
way.  Ruger  can't  quickly  recall  last  ye, 
earnings  figures,  but  he  can  describe 
microscopic  detail  the  first  gun  he  | 
signed  for  the  firm  30  years  ago. 

Ruger's  ideas  about  business  soi 
old-fashioned.  On  general  principles, 
example,  he  doesn't  believe  in  d< 
"About  five  years  ago,"  he  says,  '' 
studied  our  cash  position  and  saw  t 
there  was  trouble  coming  in  a  I 
months.  Somebody  said,  'We  ought 
establish  a  line  of  credit.'  And  I  said, 
we  have  to  establish  a  line  of  credit, 
going  to  be  too  bad  for  somebody  aroi 
here,  because  if  we  need  it  now  after 
these  years  of  running  debt-free,  the 
something  wrong.'  There  is  no  excuse 
using  debt  to  finance  operations." 

Ruger  made  his  point,  and  to  this  ( 
the  company  hasn't  borrowed  a  ct 
Debt  isn't  the  only  thing  Ruger  doe; 
believe  in.  He  doesn't  believe  much 
advertising  either.  Sturm,  Ruger  spei 
only  $400,000  to  advertise  in  a  few  ,i 
magazines,  trusting  mostly  to  word 
mouth  and  well-informed  dealers  to  , 
its  products. 

Ruger  IS  one  of  the  last  of  a  breed 
U.S.  independent  gun  manufactun 
The  other  big  names  like  Remington  ; 
Winchester  are  now  parts  of  conglon 
ates  Du  Pont  and  Olin  Corp.  Stui 
Ruger  makes  nothing  else.  The  cc 
pany's  line  is  aimed  primarily  at  spo: 
men,  who  make  up  85%  of  the  fin 
business.  It  includes  .22  caliber  self-lo 
ing  target  pistols,  single-action  revolv 
in  various  calibers,  single-shot  and  bi 
action  rifles,  various  models  of  a  pol 
revolver,  a  law  enforcement  and  milit 
carbine  and  an  over-and-unj 
shotgun. 

Although  a  lohnny-come-lat 
to  the  mdustry — Ruger  started 
firm  in  1948 — he  is  firmly  roo 
in  its  history.  "Gunmaking  is 
oldest,  most  aristocratic  indus 
in  the  world,"  he  says.  "The  an 
makers  are  always  the  only  traq 
men  who  are  invited  to  dmn( 
By  whom?  "Well,  you  know, 
the  kings  of  Europe." 

There  were  certainly  no  ki 
knocking  at  his  door  m  the  e< 
days  of  the  firm.  In  fact,  it 
wonder  that  Sturm,  Ruger  ' 
able  to  get  a  foothold  in  this  ni 
ket  at  all.  The  company  made 
first  sales  mostly  on  price-cutt 
Ruger  had  worked  during  W( 
War  n  at  Auto  Ordnance  Corp. 
machine-gun  manufacturer  fou 
cd  in  1921  by  General  Ji 
Thompson,  the  creator  of 
Tommy  gun — designing  maci 
guns.  This  gave  him  experienc 
all  sorts  of  manufacturing  u 
niques.  When  he  decided  to  dc 
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wn  gun,  he  was  able  to  put  this 
ledge  to  good  use  in  coming  up 

a  low-cost,  highly  efficient, 
>ed-frame  .22-caliber  pistol, 
s  Ruger,  "I'd  heard  old-time  gun 
rs  say,  'There's  no  pleasure  in  life 
jr  than  being  able  to  afford  a  Colt. 
:  cheaper  substitutes  are  no  good.' 
I  thought  to  myself,  'Boy,  you've 

got  to  get  the  approval  of  these 
/  old  shellbacks.'  "  Fortunately,  the 
-which  sold  for  $37.50  as  opposed 
le  competition's  more  than  $50 
tag — had  a  design  that  appealed  to 
)uyers.  It  was  light,  well-balanced 
eliable.  More  important,  "It  was 
m  attractive  weapon,  pleasing  to 
at  and  hold,"  says  Ruger.  "I  was 
ited  when  the  design  was  immedi- 
recognized." 

^er  was  able  to  fund  his  venture 
$50,000  thrown  in  by  an  artist 
d  Alexander  Sturm.  A  friend  of 
r's,  Sturm  was  from  a  rich  family, 
injoyed  reading  about  the  days  of 
iry — when  knighthood  was  in 
r  and  men  could  be  men.  So,  it 
:d  only  natural  to  him  to  put 
00  of  his  family's  money  in  a  ven- 
;o  manufacture  firearms. 
It  was  the  last  money  Sturm  had  to 
ito  the  firm.  The  .22  caught  on  well 
g  gun  dealers  and  supported  the 
ing  company  for  several  years,  while 
r  played  around  with  other  designs, 
lalized  early  on  that  Sturm,  Ruger 
not  compete  with  the  big  gun- 
rs,  like  Colt  and  Remington,  on  all 
.  Sturm,  Ruger  simply  didn't  have 
ipital  for  a  complete  line  of  guns.  So, 
jmpany  concentrated  on  producing 
[dual  weapons  that  would  clearly  be 
£st  in  their  market.  That's  still  the 
;  strategy,  but  over  the  last  30  years  it 
und  enough  niches  to  garner  almost 
of  the  approximately  $350  million 
Stic  sporting  guns  market, 
rket  testing  is  another  thing  Bill 
r  doesn't  really  believe  m.  He  is 
1,  Ruger's  marketing  department.  "I 
a  rule  that  I  would  never  market  a 
)f  any  sort  if  it  wasn't  one  that  I 
d  buy  personally,"  he  says  proudly, 
eally  personally  like  it,  then  I  can  be 
sure  and  positive  that  there  will  be 
of  other  people  who  feel  the  same 
That's  my  market  research." 
^er  is  a  lucky  man.  In  almost  any 
industry  he'd  have  been  wiped  out 
vvy  marketers  and  advertisers  sell- 
le  sizzle  instead  of  the  steak,  or  the 
instead  of  the  gun.  At  the  beginning 
:h  year,  the  company  takes  annual 
s  from  all  its  wholesale  dealers,  who 
e  in  advance  how  many  of  each 
af  weapon  they  expect  to  sell  in  the 
ng  year.  New  products  like  the  Red 
c  .44  magnum  double-action  revolv- 
e  introduced  at  gun  shows  and 
gh  personal  contacts  with  Ruger's 
salesmen. 


Most  of  Ruger's  guns  sell  for  over  $300, 
so  they're  not  exactly  impulse  purchases. 
What  sells  a  gun?  Ruger  explains,  "It's 
the  aura  of  strength  to  the  mechanism, 
durability,  ability  to  stand  all  sorts  of 
hard  usage.  I  mean,  these  guns  are  treat- 
ed roughly  by  people  struggling  up  a  hill, 
or  through  the  woods  or  over  a  desert  or 
something  of  that  nature."  Ruger  gets 
caught  up  in  his  words — in  the  fantasy  of 
a  strong  man  in  a  rough  world  with  his 
trusty  revolver  by  his  side.  "They  have  to 
be  compact,  they  have  to  be  light.  Their 
form  should  be  thought  of  as  beautifully 
functional,  using  the  steel  so  that  it  does 
the  most  good — so  there  is  no  dead 
weight,  you  see." 

Unfortunately  for  Bill  Ruger,  you  can't 
insulate  any  company  from  the  20th  cen- 
tury, and  the  modern  concepts  of  product 
liability  have  invaded  his  dom_ain  jar- 
ringly. The  firm  has  accumulated  well 
over  $100  million  in  suits  from  custom- 
ers who  claim  to  have  lost  sight,  limbs, 
even  the  lives  of  family  members,  to 
faulty  Sturm,  Ruger  products.  While  this 
kind  of  product  liability  suit  is  not  un- 
usual for  gun  manufacturers — Colt,  Win- 


"These  guns  are  treated 
roughly  by  people  struggling 
up  a  hill,  or  through  the 
woods  or  over  a  desert.  They 
have  to  be  compact.  They 
have  to  be  light.  They  should 
be  thought  of  as  beautifully 
functional.  iMsing  the  steel  so 
there  is  no  dead  weight." 


Chester  and  the  rest  are  all  afflicted  by 
them — Sturm,  Ruger  is  not  part  of  a  con- 
glomerate and  can  ill  afford  the  risk  of 
losing  any  of  these  legal  battles. 

"I  could  lose  this  company  in  five 
years,"  Ruger  says,  his  face  turning  beet 
red.  "The  company  could  be  gone." 

Although  Sturm,  Ruger  has  insurance, 
the  insurance  companies  limit  Ruger  to 
$25  million  worth  of  coverage  with  a  $3 
million  deductible  on  each  case.  In  the 
product  liability  business  that's  peanuts. 
You  lose  one  case,  and  a  hundred  others 
pop  up  to  haunt  you.  That  was  how 
Ruger's  troubles  started.  "There  was  a 
gun  unloading  case  in  Alaska,"  he  ex- 
plains. "Up  'til  that  point  we  had  won 
every  product  liability  case  that  came  to 
court.  Well,  somehow  the  plaintiff's  law- 
yers produced  an  altogether  different  re- 
action from  that  jury.  They  came  up 
with  a  $2.9  million  charge  for  punitive 
damages.  This  just  started  the  whole 
thing  going.  Once  that  lawyer  had  that 
verdict,  he  had  the  bit  in  his  teeth  and  he 
went  out  suing  his  can  off." 

Once  Ruger,  whose  father  was  a  New 
York  lawyer,  starts  talking  about  product 
liability,  he  doesn't  want  to  stop.  "There 
are  hundreds  of  thousands  of  attorneys 


who  make  money  out  of  this.  It's  worth  a 
million  dollars  to  these  guys.  They  can 
file  a  nuisance  suit  and  be  paid  off  with 
$50,000  or  $100,000.  If  you  are  a  lawyer 
today,  and  you're  not  making  a  million 
dollars  a  year,  then  you've  got  to  be  a  sick 
son-of-a-bitch.  It's  a  distortion  of  the 
profession." 

Although  these  suits  are  Ruger's  big- 
gest single  problem,  any  resolution  is 
years  off.  The  company  has  appealed  the 
case  in  Alaska,  and  if  it  isn't  settled  out 
of  court,  there  may  not  be  any  final  ver- 
dict for  years. 

In  the  meantime,  Ruger  also  finds 
himself  jetting  to  Washington  from  time 
to  time  to  fend  off  another  attack  on  his 
firm:  gun  control.  Plastered  all  over 
Sturm,  Ruger's  factory  in  Southport  are 
little  signs  saying:  "If  you  outlaw  guns, 
only  outlaws  will  have  guns." 

But  Ruger  seems  sure  that  the  pro-gun 
lobby  will  continue  to  do  the  job  it's  done 
in  the  past  in  holding  off  legislation. 
"This  John  Lennon  matter  did  seem  to 
suggest  a  surprising  amount  of  latent 
sentiment  that  there  should  be  further 
legislation.  But  I  don't  think  that  comes 
from  the  public  at  all.  I  think  that's  a 
hardened  attitude  that  is  found  in  the 
press,  and  it's  an  urban  attitude  entirely. 
As  soon  as  any  legislator  or  jurist  gets 
hold  of  it  and  studies  the  underlying  fac- 
tors, that's  where  the  issue  stops.  Of 
course,  you  can't  predict  what's  going  to 
be  20  or  30  years  from  now." 

Actually,  the  biggest  single  threat  to 
the  company  may  not  come  from  gun 
control  or  even  the  product-liability 
sword  of  Damocles.  The  real  question 
about  the  company's  future  is  this:  What 
happens  when  Bill  Ruger  is  no  longer 
running  the  show?  The  company's  suc- 
cess, to  date,  has  flowed  almost  directly 
from  his  ability  to  design  guns,  to  choose 
the  kinds  of  guns  people  want  and  to 
keep  the  quality  of  those  guns  high. 

But  Bill  Ruger  is  64,  and  although  he 
isn't  planning  his  retirement,  he's  realis- 
tic about  the  future  and  is  considering 
selling  the  firm  in  which  his  family  has 
an  almost  60%  interest.  As  for  his  two 
sons — both  of  whom  are  in  the  com- 
pany— he  says,  "Your  common  sense 
tells  you  that  the  concept  of  dynasties  is 
a  biological  impulse.  It's  common  sense 
[to  sell  a  company  like  this],  especially  in 
a  day  of  70%  inheritance  tax." 

A  couple  of  years  ago,  Ruger  almost 
sold  the  company,  in  a  leveraged  buyout 
to  Forstmann,  Little  &  Co.  of  New  York. 
But  that  deal  fell  through,  presumably 
because  of  high  interest  rates. 

Since  then  there  have  been  other  of- 
fers, but  Ruger  hasn't  been  impressed. 
"You've  got  to  hold  their  hands  and  an- 
swer a  million  questions,  and  in  the  end 
they  turn  up  with  some  problem,"  he 
says.  "You  know,  there  are  no  plungers 
around,  they  are  all  bookkeepers  trying 
to  analyze  some  gimmick."  ■ 
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Successful  entrepreneurial  ideas  come  from 
work,  bobbies  or  just  plain  old  pedestrian 
observation,  says  Professor  Karl  H.  Vesper 


What  it  takes  to  be 
an  entrepreneur 


By  Subrata  N.  Ctaakravarty 


IT  HAS  LONG  BEEN  an  article  of  faith 
that  the  U.S.  got  to  its  present  eco- 
nomic preeminence  thanks  to  the 
entrepreneurial  talents  and  technological 
innovativeness  of  its  people.  There  is 
much  soul-searching  these  days  about 
whether  Americans  have  lost  those 
traits.  Yet  never  has  innovation  been  as 
forthcoming  or  as  well  rewarded,  nor  en- 
trepreneurship  as  much  a  subject  of  fasci- 
nation. In  1967  only  13  colleges  offered 
courses  in  entrepreneurship,  while  in 
1980  at  least  147  four-year  colleges  did. 

Recently  Forbes  sat  down  for  a  chat 
with  Karl  H.  Vesper,  author  of  a 
new  book, iVrtr  Venture  Strategies.  A 
professor  at  the  University  of 
Washington  at  Seattle,  Vesper  this 
year  holds  the  Paul  T.  Babson 
Chair  of  Entrepreneurial  Studies  at 
Babscjn  College  in  Wellesley,  Mass. 

FoKBiiS:  Ibere's  been  a  lot  uf  wailing 
that  we  are  losing  our  entrepreneur- 
ial edge  What  is  your  opinion'' 

Vesper:  We  are  losing  our  techno- 
logical edge — foreigners  are  writing 
more  U.S.  patents  than  Americans, 
for  example.  Statistics  exist  that 
say  that  the  small-business  share  of 
the  gross  national  product  is  de- 
clining, particularly  in  manufactur- 
ing. But  that  doesn't  necessarily 
mean  that  we  are  becoming  less 
entrcprencurially  competitive. 
There  is  more  venture  capital 
avMilable  than  there  was  three 
year,^  ago,  and  that  probably  means 
there  is  more  venturing  going  on. 
My  feelmg  is  r.hat,  when  there  is 
more  venture  capital  available,  it 
means  there  is  more  international- 
ly competitive  entrepreneuring  go- 
ing on  in  this  country. 

clearly  entrepreneuring  is  not  an 
exact  science.  But  is  there  an  orga- 
nized approach  to  discovering  a  busi- 
ness opportunity'/' 

Well,  if  you  look  at  the  literature. 


so  many  books  say:  "If  you  want  to  be  an 
entrepreneur  and  get  rich,  here's  what 
you  do.  You  sit  down  and  you  define  your 
personal  goals.  Then  you  lay  out  the  list 
of  your  skills  and  your  resources  and 
what  you  like  to  do.  Then  you  make  lists 
of  different  enterprises  and  opportuni- 
ties." The  implication  is  that  if  you  do 
this  systematic  looking  and  collecting 
lists  of  ideas,  you're  going  to  invent  a 
business.  I'm  not  saying  it  can't  happen 
that  way.  It's  just  very  rare. 

Where  then  do  the  ideas  come  fromi' 
Basically  from  three  places.  One  is 
your  job.  Probably  most  of  the  ideas 
come  from  your  work  if  that  is  some- 


Professor  Karl  //  Vesper  of  Babson  College 
"We  were  ready  to  start  a  business,  but. 


llie  Lp-And-(  Vomers 

thing  that  you  really  know  about.  Yo 
know  the  market  there.  The  second  an 
is  your  hobbies,  something  else  yc 
know  a  lot  about.  Like  Bill  Nicolai  > 
Early  Winters,  who  almost  died  of  exp 
sure  when  his  tent  blew  apart  on  a  moui 
taintop.  He  invented  a  new  tent  that  w; 
a  tube  of  fabric  held  open  by  metal  ring 
The  third  source  is  what  I  call  pedestrii 
observation,  which  is  a  direct  observ 
tion  of  a  need  in  daily  living.  Let  me  gi' 
you  a  few  examples:  The  idea  to  for 
Diners  Club  hit  Ralph  Schneider  whi 
he  went  out  to  dinner  and  found  he  h; 
lost  his  wallet.  Leo  Gerstenzang  inver 
ed  Q-Tips  when  he  saw  his  wife  trying 
wrap  cotton  wool  on  a  toothpick  to  cle; 
their  baby  daughter's  ears.  Or  King 
Gillette,  who  got  the  idea  for  the  safe 
razor  when  he  became  annoyed  that  h 
razor  was  dull  one  morning.  He  had  bei 
looking  for  a  product  that  people  wou 
use  and  throw  away. 

What  do  you  think  it  takes  tcj  be  a  succe 
fi4l  entrepretieur  ''' 

There  are  six  critical  things  you've 
to  have  before  you  can  get  a  compa 
going.  You  need  a  concept  of  the  ent 
prise  in  terms  of  the  product  or  serv 
you're  going  to  deliver.  You  must  h 
technical   knowhow   in   the  busint 
you're  going  into.  At  least,  somebod) 
the  company  must  have  it.  You  have 
have  physical  resources.  Frequently  y 
attain   them   with  money, 
sometimes  you  don't.  For  examp 
they  may  already  be  in  your  ba 
ment  shop.  That's  why  1  don't 
capital .  You  have  to  have  contac 
That  is  totally  neglected  in 
business     literature.  Everybo 
knows  you  have  to  have  banke 
lawyers  and  accountants.  But  r 
only  those.  If  you  want  to  be  si 
cessful,  you  can't  operate  in  a  vai 
um.  You  have  to  have  other  peo 
to  put  pieces  into  it.  It's  import 
for    would-be  entrepreneurs 
know  that.  Many  of  them  w 
their  own  businesses  because  tl 
hate  everybody  and  want  to 
alone.  They  want  to  be  success 
hermits,  and  you  can't  do  that 

Then,  next,  you  have  to  h 
customer  orders.  As  obvious 
that  is,  students  don't  think  o 
when  I  ask  what  things  you  ne 
Those  five  characteristics  are 
my  book.  The  sixth  was  poini 
out  to  me  by  a  student.  Anc 
should  have  been  so  obvious 
cause  it  has  thwarted  me  persor 
ly.  And  that  is  time .  I  have  a 
league  in  the  mechanical  engint 
ing  department  in  Seattle, 
state  highway  department  hat 
problem  with  the  lamps  that  i 
minate  highway  signs.   In  ri 
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IS  people  would  smash  the  lights  with 
(S  from  overpasses.  The  highway  de- 
ment wanted  something  to  protect 
lights.  So  we  came  up  with  polycar- 
ate  lenses  to  protect  them.  The  high- 
•  department  requested  a  quote  to 
these  things.  We  were  ready  to 
t  a  business,  but  I  came  to  Massachu- 
s  and  he  became  chairman  of  his 
artment.  Neither  of  us  had  time.  So 
e  is  definitely  a  critical  factor, 
s-  intriguing  that  you  clout  nunttion 
mrinieut  as  a  critical  facto?:  Like  ivill- 
•ess  to  take  risks.  Don't  you  think  that  is 
'fica)it? 

's  not  that  it  isn't  significant,  just 
:  it  doesn't  go  across  the  board.  These 
;r  factors  do.  Studies  show  that  an 
epreneur's  nsk-taking  propensity 
5  not  seem  to  be  much  different  from 
body  else's.  People  decide  to  become 
epreneurs  for  lots  of  reasons,  and  risk 
ometimes  not  considered.  I've  had 
3le  tell  me  that  if  they  had  realized 
'  risky  it  was  they  never  would  have 
e  it.  Sometimes  people  have  different 
:eptions  of  risk.  David  Packard  said 

he  left  General  Electric  during  the 
ression  to  start  Hewlett-Packard 
1  Bill  Hewlett  because  that  looked  to 

like  more  secure  employment.  Be- 
e  it  or  not,  working  for  General  Elec- 
was  not  as  secure  to  him  as  starting  a 
■  business. 

lot  of  entrepreneurial  cot>ipanies  falter 
I  the  entrepreneur  sells  out.  That  sug- 
tbat  they  are  strictly  one-man  shows. 
I  my  experience  it  is  hard  to  find 
'iduals  who  buy  entrepreneurial 
lufacturing  companies  who  don't 
;eed  with  them — unless,  of  course, 
company  was  fatally  flawed  in  some 
,  like  a  company  whose  ability  to  get 
3lies  was  based  entirely  on  a  personal 
tionship  between  the  supplier  and 
entrepreneur.  On  the  other  hand  it  is 
'  to  find  manufacturing  companies 
were  not  fatally  flawed  that  were 
iired  by  other  cornpanies  and  failed, 
t  fascinates  me. 

)utd  it  he  because  the  entrepretieur 
?i? 

e  almost  always  leaves  when  an  indi- 
lal  takes  over,  too.  As  soon  as  an 
vidual  takes  over  from  a  former  en- 
reneur,  the  former  entrepreneur  is 
lediately  aware  that  the  new  man  is 
ig  everything  wrong.  Friction  devel- 
and  he's  out.  One  way  or  another 
out  very  early.  But  then  the  new 
I  succeeds  anyway,  generally  better 
1  before. 

bat  do  you  think  is  the  reason''' 
^rhaps  the  manager  of  the  enterprise 
iired  by  a  corporation  is  like  a  bas- 
)all  player  who  is  trying  to  watch  the 
k  and  play  basketball  at  the  same 
s.  The  clock  is  higher  management, 
jreas  the  entrepreneur  is  looking  only 
he  court.  But  that  is  hypothesis.  I 
't  know.  ■ 


Twelve  years  ago  Madelon  Talley  didn't  have 
a  job.  Today  she  manages  one  of  the  largest 
pension  funds  in  the  nation. 


From  housewife 
to  high  finance 


Madelo))  Talley.  manager  of  New  }ork's  Co/n>?ion  Retirement  Fund 
"Nothii^  is  dangerous  if  you're  successful." 


By  Thomas  C.  O'Donnell 


WHEN  THE  FINANCIAL  MARKETS 
were  in  chaos  one  year  ago, 
Madelon  Talley  took  a  chance. 
The  manager  of  New  York  State's  $13 
billion  Common  Retirement  Fund,  one 
of  the  largest  in  the  nation,  boosted  her 
commitment  to  equities  from  15%  to 
25%.  The  gamble  paid  off  when  the 
stock  market  began  its  major  rally  in  late 
March:  Talley's  fund  posted  a  whopping 
$1  billion  capital  gain  on  its  $2.8  billion 
investment. 

Few  professionals  timed  the  market 
that  well.  But  what  makes  Talley's  perfor- 
mance really  remarkable  is  that  she  is  a 
former  housewife  who  took  her  first 
job — as  a  lowly  research  assistant  at 
Dreyfus  Corp. — only  12  years  ago,  at  the 
age  of  36.  "Madelon  got  a  late  start,"  says 
one  colleague,  "but  she's  as  thoughtful 
and  tough  as  anyone  in  the  business." 

She  has  to  be.  Managing  any  public 
pension  fund  is  difficult  because  of  con- 


servative investment  rules  and  legal  re- 
strictions. And  New  York  State's  may  be 
most  difficult  of  all.  One  reason  is  its 
size:  The  fund  covers  750,000  working 
and  retired  employees  and  has  an  annual 
cash  flow  of  $1.7  billion.  Another  reason 
is  that  Its  manager  lives  in  a  fishbowl, 
the  subject  of  constant  criticism.  "No 
matter  what  we  do,  someone  always 
wants  me  to  do  something  different," 
says  the  soft-spoken  but  superconfident 
Talley.  "I'm  always  second-guessed." 

As  an  example,  she  cites  her  first  few 
days  on  the  job  in  February  of  1979.  She 
spent  them  attending  hearings  held  by  a 
legislative  committee  on  whether  the 
fund  should  be  banned  from  investing  in 
stocks  entirely.  Some  politicians  pre- 
ferred the  guaranteed  returns  of  bonds  to 
the  risks  of  equities. 

Over  the  next  year  high  interest  rates 
quashed  that  argument  and  battered  the 
debt  markets.  The  New  York  fund,  per- 
haps the  largest  holder  of  fixed-income 
securities  in  the  nation,  lost  a  bundle  on 


3ES,  MARCH  2,  1981 


101 


supposedly  safe  bonds.  "Paper  losses  may 
have  approached  $1  billion,"  says  Talley, 
who  has  ceased  buying  long-term  bonds. 

That's  not  the  only  major  change  Tal- 
ley is  engineering.  Two  others  include 
stepped-up  commitments  to  short-term 
paper  and  real  estate.  Why  the  shift? 
"Money  market  paper  is  now  paying  rec- 
ord high  interest  rates,"  she  points  out. 
"And  U.S.  land  is  still  undervalued  com- 
pared to  real  estate  worldwide." 

In  short,  Talley  belongs  to  the  group  of 
institutional  investors  who  are  bringing 
about  a  structural  change  in  the  nation's 
financial  markets:  the  decline  of  the 
long-term,  fixed-rate  bond.  "There's  no 
doubt  in  my  mind  that  inflation  will 
continue,"  she  says.  "And  you  just  can't 
beat  double-digit  inflation  with  a  bond." 

Is  being  a  woman  a  drawback  when 
trying  to  convince  supervisors?  "Not 
at  all,"  Talley  laughs.  "There's  noth- 
ing a  man  can  do  that  a  woman  can't.  At 
least  in  the  business  world." 

Maybe  so,  but  there  are  things  most 
managers  of  public  money  cannot  do. 
Investments  in  companies  that  have 
skipped  a  dividend  during  the  past  five 
years  are  off  limits.  This  effectively 
eliminates  growth  companies  and  "turn- 
arounds," recent  top  performers.  There 
is  also  a  ban  on  equity  holdings  in  com- 
mercial real  estate  deals,  another  recent 
winner.  Finally,  public  funds  often  can- 
not buy  shares  in  foreign  companies. 

That  is  particularly  frustrating  to  Tal- 
ley because  before  taking  her  present  job 
she  rose  to  the  position  of  international 
equity  manager  at  Dreyfus,  a  phenom- 
enal jump  in  only  eight  years.  "I  came 
along  before  women's  lib,"  she  explains. 
"When  Gloria  Steinem  and  others  start- 
ed talking,  I  was  ready  to  benefit.  It  was  a 
classic  case  of  being  at  the  right  place  at 
the  right  time." 

Money  woman  Talley  did  not  begin 
working  until  her  mid-30s  because 
"when  I  graduated  from  finishing  school, 
girls  of  my  background  got  married. 
They  didn't  go  to  college."  Thus,  she 
settled  down  and  reared  three  children. 
All  are  now  of  college  age  and  live  in  a 
Manhattan  cooperative  apartment  with 
Talley  and  her  husband,  a  publishing  ex- 
ecutive at  the  New  York  Times  Co. 

After  her  cLUdren  had  entered  school, 
Talley  decided  to  go  into  business,  but 
wanted  a  college  degree  first.  So  she  went 
to  Columbia  during  the  turbulent  Sixties. 
"Students  on  scholarships  were  stoning 
buildings.  And  those  of  us  who  were  pay- 
ing our  own  way  missed  classes  and 
found  it  difficult  to  learn." 

When,  after  two  years,  Dreyfus  offered 
her  a  job  she  jumped  at  the  chance.  Later 
she  picked  up  her  degree  from  Sarah 
Lawrence,  which  allowed  her  to  work 
full  time.  Soon  she  was  one  of  the  first 
female  fund  managers  on  Wall  Street. 

Today  Talley  actually  holds  two  jobs — 
and  earns  $58,000  per  year.  One,  of 
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course,  is  managing  the  pension  fund's 
money.  The  other  is  marketing  all  of 
New  York  State's  general  obligation 
debt,  including  its  annual  $3  billion 
spring  sale,  with  which  she  is  now  heav- 
ily involved. 

As  a  result,  she  has  recently  been 
spending  two  days  a  week  in  Albany 
conferring  with  the  New  York  State 
comptroller's  staff.  She  spends  the  re- 
mainder of  the  week  in  her  lower  Man- 
hattan office,  which  features  a  long 
boardroom  table  rather  than  a  conven- 
tional desk.  "We  hay,e  many  meetings 
here,  and  many  deci^ns  are  made  by 
committee,"  she  explaiSs. 

Still,  Talley  makes  the  hard  decisions 
herself.  One  such  was  pulling  $400  mil- 
lion away  from  four^ew  York  banks  last 
year  and  placing  it  un^r  five  new  money 
managers  who  now  advise  Talley  direct- 
ly. "The  change  has  worked  wonders  and 
is  largely  responsible  for  our  recent  stock 
market  success,"  she  says. 

She  clearly  expects  such  success  to 
continue.  "Despite  the  strong  perfor- 
mance last  year,  stocks  still  have  room  to 
run,"  she  maintains.  If  she  is  right,  the 
fund  should  post  another  impressive  gain 
since  she  expects  to  increase  her  equity 
exposure  further  still. 

Today,  because  of  its  size  and  legal 
restrictions,  the  equity  fund  is  made  up 


of  a  cross  section  of  the  entire  mark) 
But  that  could  change  if  the  legislatu 
lifts  investment  restrictions — a  mo 
Talley  obviously  endorses.  "Essentiall 
we  should  be  allowed  to  do  all  the  thin 
private  pension  funds  can  do." 

Perhaps,  but  that  day  is  still  a  long  w 
off.  In  fact,  Talley — like  other  public  pe 
sion  fund  managers  across  the  country 
is  often  pressured  to  make  "socially  cti 
scious"  commitments.  You  know  t 
type:  investments  that  supposedly  b«. 
up  housing  and  reduce  unemploymc 
within  New  York  State  with  little  rega 
for  their  profitability. 

Such  pressures  make  Talley,  who  fe< 
her  allegiance  should  be  toward  pensic 
ers  and  taxpayers,  quite  angry.  "If  ■ 
follow  this  policy  to  its  logical  cone 
sion,  we'd  soon  be  red-lining  the  rest 
America,"  she  fumes. 

So  what  is  she  going  to  do?  "You  ha 
to  work  around  the  rules  to  be  success 
in  this  job,"  she  says.  But  isn't  that  a 
dangerous?   "Nothing  is  dangerous 
you're  successful,"  she  smiles. 

Madelon  Talley  is  obviously  not  yc 
typical  money  man.  Although  it  seei 
she's  come  a  long  way  over  the  1. 
12  years,  she  sees  things  different 
"I'm  still  the  same  housewife  I  alw; 
was.  I've  just  added  on  a  few  oti 
responsibilities."  ■ 


Ken  Siebel  parlayed  $600  into  $200,000  i 
four  years.  Now,  a  millionaire  at  40,  he  mar 
ages  $100  million  of  other  peoples  money. 

Knowing  when 
to  sell 


The  Money  Men 


By  Nick  Galluccio 


KEN  SiEBEL'S  50%  ANNUAL  RETURN 
from  stocks  since  1974  is  a  record 
you  might  expect  of  a  Sixties 
gunslinger.  But  Siebel,  who  heads  the 
California  money  management  firm  of 
Siebel  Capital  Management,  Inc.,  is  hard- 
ly a  hot-rodder.  His  portfolio  sports  such 
solid  names  as  Schlumberger,  Sony  and 
Indiana  Standard.  No  highflyers  for  him. 

How  did  he  do  it?  "Knowing  when  to 
sell  is  as  important  as  what  to  buy,"  says 
Siebel,   whose  investment  philosophy 


blends  value,  growth  and  a  search 
unrecognized  opportunity.  Siebel  avi 
ed  disaster  last  March,  for  instance, 
selling,  and  later  buying  back,  some 
vorite  holdings  like  Burlington  Nortb 
Fluor  and  Johnson      Johnson.  He 
unloaded  Data  General,  Pittston  and 
Electric.  Siebel  expected  slow  gro 
and  higher  interest  rates,  so  he  sta 
40%   invested  in  equities  through 
1979  and  first-quarter  1980.  As  a  res 
his  accounts  were  up  45%  last  year 
the  Dow  Jones  industrial's  21%, 
32%  for  the  Standard  &  Poor's  500. 
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'hile  Siebel  recently  turned  bullish, 
ently  putting  65%  of  his  assets  into 
ks,  he's  now  dumping  some  energy 
technology  companies  that  posted 
■p  runups  since  July.  Recent  sales: 
ot  Corp.,  Coastal  Corp.,  Tandem 
tiputers  and  Tymshare.  "It's  easy  to 
the  right  stock  in  a  good  market,  but 
better  know  how  to  preserve  clients' 
ts  in  a  bad  one  or  you'll  lose  your 
t,"  says  Siebel  from  his  redwood  of- 
in  monied  Marin  County. 
1  general,  Siebel,  a  40-year-old  one- 
i  college  basketball  star,  will  sell  a 
k  at  any  sign  of  weakness  in  it  or  its 
istry  group.  If  the  overall  market 
is  gloomy,  he  won't  hesitate  to  con- 
his  portfolio  almost  entirely  into 
1.  He  did  so  in  1977.  After  being  fully 
;sted  in  stocks  from  1974  through 
S,  Siebel  moved  70%  of  his  holdings 
cash  in  1977,  when  the  DJI  nose- 
id  13%  and  the  S&P's  500  fell  7%.  In 
trast,  Siebel's  accounts  climbed  14%. 
^hile  Siebel's  equity  performance  has 
1  spectacular,  his  total  record,  includ- 
cash  and  short  bonds,  has  averaged 
)  for  the  last  seven  years— not  bad 
ipared  with  the  DJI's  7.1%  and  the 
''s  500's  less  than  10%.  No  wonder 
lel's  assets  under  management  have 
e  than  tripled  since  1979.  Today,  he 
5  over  $100  million  for  wealthy  indi- 
lals  and  organizations  like  Hospital 
p.  of  America,  the  Koret  Foundation 
Ohio  State  University, 
ebel  has  come  a  long  way  from  his 
ible  upbringing  in  little  Rock  Falls, 
The  son  of  first-generation  German 
1  mill  workers,  he  won  a  basketball 
jlarship  to  the  University  of  Wiscon- 
where  he  later  earned  his  M.B.A.  If 
tetball  was  his  ticket  to  education, 
stock  market  was  his  road  to  fortune, 
h  out  of  graduate  school  in  1965,  he 
'^e  his  Ford  convertible  to  New  York, 
:re  he  joined  the  investment  firm  of 
th  Barney  as  an  institutional  sales- 
1.  Siebel  sold  his  car  for  $600,  which 
)romptly  invested  in  stocks.  A  year 
r,  he  was  transferred  to  Smith  Bar- 
's San  Francisco  office, 
iding  the  biggest  bull  market  in  his- 
,  Siebel  parlayed  his  meager  $600 
:e  into  $200,000  by  1969,  when  he 
two  Smith  Barney  associates  put  up 
rly  half  a  million,  borrowed  an  equal 
)unt,  and  formed  San  Francisco  in- 
ment  banking  firm  Robertson,  Col- 
\,  Siebel  and  Weisel,  predecessor  to 
Ttgomery  Securities.  Siebel  headed 
research  and,  starting  in  early  1974, 
laged  Robertson,  Colman's  $2  mil- 
pension  fund.  When  he  left  in  1977 
1  former  college  roommate  Gary  Kirk 
lecome  a  full-time  money  manager, 
firm  had  75  employees  and  was  earn- 
$4  million  a  year. 

ebe!  had  become  a  millionaire  by 
4  through  such  investments  as  Best 
lucts,  National  Semiconductor,  Pon- 


derosa,  Pennsylvania  Life  and  Plantron- 
ics.  But  he  was  still  chastened  by  the 
excesses  that  led  to  the  1972  market 
crash.  "In  the  early  Seventies  there 
wasn't  good  value  in  the  market,  but 
institutions  kept  bidding  up  the  blue 
chips.  Today  a  lot  of  investment  profes- 
sionals are  still  too  enamored  with  their 
stock  holdings  to  sell.  We  are  disciplined 
to  unload  even  the  stocks  we  like." 

To  be  sure,  Siebel  has  made  his 
reputation  selling — but  not  selling 
short.  The  stocks  he's  selling  to- 
day were  unrecognized  gems  when  he 
bought  them  years  ago,  with  solid  funda- 
mentals and  strong  growth.  In  1974,  for 
example,  when  the  institutions  were 
buying  battered  basic  industry  steel, 
chemical  and  paper  stocks,  Siebel  invest- 
ed heavily  in  growth  companies — oil  pro- 
duction and  service  outfits  like  McDer- 
mott  Inc.,  Baker  International  and 
Southern  Union;  Denny's  in  fast  foods; 
and  technology  companies  like  Data- 
products, John  Fluke  and  Intel.  That  hurt 
him  in  1975  when  his  39%  return  fell 
short  of  the  DJI's  44%.  But  in  1976,  his 
46%  doubled  the  DJI  and  S&iP's  500. 

Siebel  likes  equities  selling  at  half  their 
growth  rates,  with  strong  management, 
little  debt  and  a  return  on  investment 
high  enough  to  generate  internal  growth. 
He's  also  partial  to  market  leaders  selling 
proprietary  products  or  services.  Take 
Fluor,  an  engineering  construction  outfit. 
Siebel  bought  the  stock  last  spring,  when 
it  was  selling  at  26,  a  price/earnings  mul- 
tiple of  10;  but  its  earnings  were  growing 
at  over  20%  a  year.  Fluor  has  doubled  in 
price.  Right  now,  Siebel  is  buying  Sony 
Corp.,  the  consumer  products  company. 
At  its  recent  15  a  share,  Sony  sells  at  just 
9  times  earnings,  which  are  expected  to 
grow  at  an  annual  20%  rate. 
Other   Siebel   recommendations  in- 


clude Schlumberger,  MAPCO  and  Joy 
Manufacturing  in  energy  service.  He  also 
likes  General  Electric,  IBM  and  Kodak, 
all  selling  at  9  to  10  times  this  year's 
expected  earnings.  He  feels  they  could 
appreciate  25%  within  18  months. 

In  addition  to  those  "growth  value" 
stocks,  Siebel  looks  for  equities  undergo- 
ing "unrecognized  change,"  companies 
on  the  verge  of  restructuring  their  oper- 
ations. Take  Cooper  Laboratories,  a 
medical  supplies  manufacturer.  The 
company  is  attractive  to  Siebel  because 
it  sold  off  its  weak  divisions,  using  the 
proceeds  to  buy  back  its  own  stock.  Oth- 
er companies  that  plan  to  or  may  soon 
divest  subpar  businesses  are  Bendix, 
Kidde,  Loews  Corp.,  Monogram  Indus- 
tries, Norton  Simon  and  Rollins. 

A  variation  on  this  play  is  Peabody 
International,  a  Connecticut-based  pollu- 
tion control  and  oil  service  company  that 
recently  split  into  two  separate  oper- 
ations. Today  the  company  is  perceived 
as  a  middling  pollution-control  manufac- 
turer, not  as  a  profitable  oil  service  opera- 
tor. It  won't  be  long,  Siebel  guesses,  be- 
fore investors  realize  Peabody's  two 
parts  are  worth  more  than  its  whole. 
Siebel  estimates  that  in  the  next  year 
Peabody  stock  could  rise  in  price  to  60  a 
share  from  its  recent  43. 

A  monetary  optimist,  Siebel  sees  the 
Dow  reaching  1050  by  year-end,  and 
1500  by  1985.  Still,  since  he's  a  man  who 
prides  himself  on  knowing  when  to  sell, 
his  soundest  advice  is  a  list  of  stocks  to 
avoid:  stocks  like  Advanced  Micro  De- 
vices, National  Semiconductor  and  GCA 
Corp.,  all  selling  at  high  multiples  despite 
expected  declines  in  new  orders  and  in 
earnings.  He's  also  bearish  on  steel, 
chemical  and  paper  companies,  feeling 
their  performance  should  mirror  the 
economy's  sluggish  growth.  ■ 
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New  York's  Republic  National  Bank  has  made 
big  moneys  by  giving  away  television  sets.  Now 
it  wants  to  make  even  more  by  giving  loans  to 
America's  blue-chip  companies. 


You  can't  argue 
with  success 


By  Thomas  C.  O'Donnell 


Republic  Seiv  York  Chairmafi  Joini  ^aagv 

"We  want  people  to  thintc  of  ttaas  an  American  commercial  bank. 


REPUBLIC  National  Bank's  lobl 
is  a  disgrace.  It's  an  cmbarras 
ment  to  the  entire  banking  indu 
try,"  thunders  the  chairman  of  a  compe 
ing  New  York  City  institution.  His  fa( 
reddens  and  he  crashes  a  fist  onto  hi 
desk.  "The  TV  sets  and  other  junk  th 
give  away  to  attract  deposits  make  the 
look  hke  an  East  Indian  bazaar." 

Perhaps.  But  many  New  York  ban 
that  used  to  thumb  their  noses  at  t 
practice  are  now  playing  the  giveawi 
game.  The  reason  is  obvious:  You  car 
argue  with  success.  And  Republic's  su 
cess,  based  largely  on  low-cost  deposi 
garnered  by  gifts,  is  undeniable. 

Since  1976  Republic  New  York  Corp 
return  on  equity  has  averaged  20%  a  yt 
and  earnings  have  climbed  at  a  steai 
15%  annual  rate — an  impressive  reco 
in  a  highly  cyclical  industry.  More  ii 
pressive  still  is  that  Republic,  one  of  t 
nation's  fastest-growing  and  most  prof 
able  banks,  has  remained  one  of  the  mc 
conservative  And  it  has  scored  its  co 
in  New  York's  cutthroat  retail  banki 
market. 

As  its  competitors  scramble  to  gi 
away  gifts,  however,  Republic  now 
quietly  easing  up.  It  no  longer  offers  fir 
ers'  fees  (money  paid  for  bringing  in  ni 
depositors)  and  is  de-emphasizing  prer 
ums.  Explains  James  Wooden,  sen 
bank  analyst  for  Merrill  Lynch:  "T 
importance  of  merchandise  premiums 
Republic  is  declining  because  they 
served  their  purpose — attracting  atte 
tion  and  building  capital." 

Indeed,  Republic  now  has  sufficit 
visibility  and  capital  to  attempt  a 
matic  change  of  direction.  The  natio 
29th-largest  (deposits)  banking  cornpa 
wants  to  become  a  major  lender  to  L 
corporations,  the  one  area  where  it  1 
lagged  its  competitors.  "Since  we  w 
founded  in  1966,  we've  cared  little 
piling  on  loans,"  says  Chairman  J 
Waage,  sitting  in  his  eighth-floor  off 
with  a  spectacular  view  of  Fifth  Aven 
"Our  primary  concern  has  been  the  s 
ty  and  liquidity  of  depositors'  money. 

As  Waage  is  quick  to  point  out.  Rep 
lie  has  grown  from  a  bank  with  $60  r 
lion  in  assets  15  years  ago  to  one  \i 
over  $6  billion  today.  It  did  so  prima 
by  taking  in  low-cost  retail  mone 
from  small  depositors  in  the  U.S. 
wealthy  individuals  overseas — and  p 
ing  it  in  supersafe,  low-yielding  inv 
ments.  Finding  such  investments  is 
problem  for  Republic  because  of 
worldwide  connections. 

Republic  is  one  of  six  banks  contro 
by  Edmond  Safra,  an  international  m 
ey  man  whose  family  became  banker: 
financing  camel  caravans  in  the  O 
man  empire.  Edmond  is  a  Lebanese  v 
Brazilian  citizenship  who  calls  Gen 
home.  Although  he  spends  less 
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£  months  of  the  year  at  Repubhc,  he 
makes  all  the  big  policy  decisions, 
fra  owns  65.2%  of  a  Luxembourg 
;  holding  company,  which,  in  turn, 
s  60.7%  of  Republic's  shares.  In  Bra- 
iafra's  two  younger  brothers  own  six 
;s  and  finance  companies.  The  key 
Is  describing  any  Safra  operation  are 
;cy  and  safety. 

ke  gold,  for  example.  Safra  is  one  of 
ivorld's  leading  authorities  (Safra,  in 
means  yellow  in  Arabic)  and  Repub- 
>  the  nation's  largest  dealer.  Yet  Re- 
ic  does  not  speculate.  Instead,  it 
s  the  spread  between  bid  and  asked 
;s,  between  spot  and  future  prices, 
makes  its  profits  on  volume. 
Vhcn  the  price  of  gold  goes  up,  we 
e  money,"  smiles  Treasurer  Jeffrey 

"And  when  the  price  of  gold  goes 
n,  we  also  make  money."  The  same 
ies  to  foreign  exchange  trading  and 
;  note  dealing,  two  other  markets  in 
;h  Republic  is  a  leader. 

a  word.  Republic  has  prospered  by 
g  a  classic  European  banking  com- 
'  that  just  happens  to  have  offices  in 
;own  Manhattan.  Now  it  wants  to 
me  more  like  an  American  commer- 
bank.  Why?  "The  banking  industry 
pidly  being  deregulated.  We  see  op- 
anities  to  do  things  we  never  did 
re,"  says  Waage,  67,  who  was  lured 
/  two  years  ago  from  the  vice  chair- 
's slot  at  Manufacturers  Hanover. 


In  addition  to  emphasizing  loans  to 
U.S.  corporations.  Republic  is  offering 
Wall  Street  firms  broker  loans  and  other 
services,  setting  up  lending  offices 
throughout  the  country,  and  will  soon 
move  into  diamond  financing  and  pro- 
viding wealthy  Americans  with  person- 
alized banking  services. 

Yet,  although  Republic  is  an  American 
bank,  "we're  much  better  known  to 
wealthy  customers  overseas  than  in  the 
U.S.,"  says  Waage.  One  big  reason  is 
Safra's  emphasis  on  the  personal  touch. 
"We  know  which  clients  like  to  be  met 
at  the  airport  by  limousines  and  which 
ones  like  to  have  fresh  flowers  delivered 
to  their  hotels  each  day,"  says  Keil. 

"Becoming  a  recognized  correspon- 
dent bank  around  the  nation  is  a  major 
ambition  of  ours,"  says  Waage.  To 
achieve  that  ambition,  Republic  is  offer- 
ing U.S.  banks  slices  of  foreign  business 
in  exchange  for  participation  in  local  do- 
mestic loans.  U.S.  banks  should  be  quick 
to  sign  up  because  "Republic's  assess- 
ment of  international  credit  risks  is 
probably  among  the  best  in  the  world," 
says  analyst  Irving  Geszel  of  Bear, 
Stearns.  That  skill  has  helped  Republic 
construct  one  of  the  soundest  loan  port- 
folios around. 

The  big  question  now  is  whether  Re- 
public is  biting  off  more  than  it  can 
chew.  After  all,  its  success  has  come 
from  developing  market  niches  that  oth- 


er banks  have  neglected.  Now  it  wants  to 
compete  head-on  with  the  industry's  gi- 
ants. Is  it  overreaching?  "Not  at  all," 
contends  Waage.  "We're  very  fast  on  our 
feet  and  are  as  well  positioned  for  change 
as  any  financial  institution  could  be." 

Indeed,  because  Republic  was  the  new 
kid  on  the  block,  it  has  been  forced  to 
pay  for  virtually  all  of  its  deposits  since  it 
was  founded  15  years  ago — something 
that  other  commercial  banks  are  only 
learning  to  do.  "We've  been  playing  this 
game  for  a  long  time,"  says  Waage,  "and 
we  know  how  to  capitalize  on  whatever 
opportunities  come  our  way." 

But  isn't  there  another  reason  for  the 
change  in  direction?  Waage  pauses 
thoughtfully  a  moment,  then  says;  "The 
air  of  mystery  that  surrounds  us  definite- 
ly has  not  helped.  We  would  like  people 
to  think  of  us  as  an  American  commer- 
cial bank,  the  same  as  any  other." 

That  may  never  happen,  but  not  for 
want  of  trying.  Last  fall,  for  instance, 
Republic  split  its  stock  3-for-l,  and  in 
January  the  dividend  was  increased. 
What  of  the  future?  "Our  objective  is  to 
become  a  $10  billion  (asset)  institution 
by  1985,  at  the  latest,"  says  Waage. 

That's  a  tall  order.  But  Republic  will 
not  take  many  risks  to  achieve  its  goal. 
Edmond  Safra  will  see  to  that.  "We  could 
be  earning  a  lot  more  money  than  we 
are,"  says  Waage.  "But  Safra  doesn't  let 
us  stick  our  necks  out."  ■ 
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eetings,  conferences,  and  conventions  are 
vital,  ever  more  expensive  tools  of  American 
corporate  life.  Whether  a  small  executive  confer- 
ence, or  a  huge  convention,  a  successful  meeting 
requires  knowledgeable  and  sophisticated 
planning. 

The  Forbes  Guide  to  Worldwide  Meeting  Sites 
will  prove  an  indispensable  compendium  of 
statistics,  definitions,  technologies,  airline  book- 
ing procedures  and  available  facilities  around  the 
world  that  will  be  referred  to  again  and  again. 

This  special  section  is  an  outstanding  oppor- 
tunity to  communicate  your  sales  message  to  the 
top  executives  of  American  business  who  make 
the  conference  decisions  for  their  companies  and 
review  the  recommendationsof  meeting  planners. 

For  additional  information  consult  your  local  Forbes 
Representative  or  contact:  Mr.  Stephen  G.  Nicoll, 
Director  of  Advertising,  Forbes  Magazine, 
60  Fifth  Avenue,  New  York,  NY  1 001 1 . 
Tel:  (212)  620-2228. 
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If  they  break  up  Ma  Bell,  don't  sell  American 
Telephone  &  Telegraph.  Buy  the  competition. 

Playing  the 

telephone 

settlement 


The  Streetwalker 


By  Carol  E.  Curtis 


AN  END  TO  THE  SEVEN-YEAR-OLD 
American  Telephone  Tele- 
graph antitrust  case  seems  immi- 
nent, and  Wall  Street's  professionals  are 
busily  walking  their  fingers  through  pos- 
sible settlement  scenarios. 

For  investors  m  AT&T,  the  impact  is 
likely  to  be  minimal.  Ma  Bell  may  lose 
portions  of  the  Westem  Electric  manu- 
facturing subsidiary  and  its  partly  owned 
operating  companies,  including  troubled 
Pacific  Bell.  But  in  return,  AT&T  could 
win  the  right  to  compete  in  dataprocess- 
ing  services.  That  could  bring  substantial 
earnings  growth. 

Under  most  any  pro- 
posed solution,  howev- 
er, firms  that  now 
compete  with  Westem 
Electric  will  benefit. 
Rumored  settlements 
suggest  an  end  to  the 
virtually  guaranteed 
market  that  Western 
has  long  enjoyed  in 
sales  of  telephone 
equipment  to  AT&T 
and  its  23  operating  af- 
filiates. It  has  been 
easy  for  AT&T  to 
dominate  the  market 
because  its  standard  ar- 
rangement offers  only 
equipment  made  by 
Westem  Electric.  If  a 
customer  wants  to  buy 
a  different  machine, 
jMa  Bell  will  not  service 
the  hardware. 

With  Westem  Elec- 
tric standing  on  its 
own,  these  advantages 
will  be  stripped  away. 
The  result  is  that  oper- 
ating companies  and 
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their  customers  will  seek  hardware  on 
the  basis  of  quality  and  price — attributes 
in  which  some  analysts  see  Western 
Electric  as  anything  but  a  star.  "In  the 
PBX  [office  switchboards]  area,  it  is  at 
least  five  years  behind  competitors," 
says  Amy  Newmark,  a  telecommunica- 
tions analyst  with  The  Gartner  Group. 
"When  Westem  Electric  is  spun  off,"  she 
says,  "more  customers  will  be  buying 
from  other  vendors." 

The  market  is  big  enough  to  fight  over. 
Sales  of  PBXs  and  related  systems  totaled 
around  $3  billion  in  the  U.S.  last  year, 
and  Ma  Bell  accounted  for  65%  to  70%  of 
the  market.  Add  in  some  20  million  tele- 


phone sets  for  offices  and  homes  an 
assume  a  retail  value  of  $40  each.  Th; 
brings  the  total  to  almost  $4  billion. 

When  that  lock  on  the  market  is  loo 
ened,  who  will  customers  be  buyir 
from?  Three  primary  makers  of  PBX  sy 
tems  are  California-based  Rolm  Cor 
and  two  Canadian  companies,  Northei 
Telecom  and  Mitel.  Other  major  con 
petitors  are  Automatic  Electric,  a  subsi 
iary  of  GTE;  Harris  Corp.;  ITT  aij 
Stromberg-Carlson,  a  division  of  Generl 
Dynamics.  Makers  of  telephone  sets  ii 
elude  Northern  Telecom,  GTE,  ITT  ai 
Stromberg-Carlson. 

Rolm,  a  fast-growing,  $200  milli( 
company,  is  hardly  waiting  to  be  disco 
ered.  It  has  grown  from  just  $6  million 
sales  seven  years  ago,  and  along  the  w) 
has  grabbed  some  15%  of  the  total  PL- 
market,   second  only   to   AT&T.  B 
Rolm's  stock  is  no  bargain.  Its  shar 
have  more  than  doubled  in  the  past 
months  and  trade  now  near  their  reco 
high,  at  a  hefty  multiple  of  32  tim 
eamings.  Its  recent  success  would 
hard  to  duplicate,  no  matter  how  bene 
cial  the  AT&T  spinoff. 

But  there  may  be  an  opportunity  : 
bargain  hunters.  As  a  manufacturer 
both  office  and  home  phones,  Northt 
Telecom  is  the  closest  thing  to  a  pi 
play  as  a  beneficiary  of  an  AT&T  sett 
ment.  At  the  moment,  the  company  \ 
problems;  Troubles  with  diversificati 
into  office  equipment  led  to  a  four 
quarter  1980  deficit  of  $180  million, 
senior  management  has  been  shuffle 
a  result.  Still,  its  shares  are  cheaper  n 
than  they  have  been  in  two  years, 
there  is  the  possib 
of  a  turnaround. 

The  Gartner  Gro 
Amy  Newmark  fav 
Northern  Telecom, 
spite  its  recent  los 
She  notes  it  has  aire 
sold  equipment  to  so 
Bell  operating  com 
nies,  and  that  sinct 
was  part-owned 
AT&T  until  1975 
IS  still  55%  owned 
Bell  Canada,  it  co 
benefit  most  from 
Bell  connection. 

Steven  Chrust,  ' 
follows  AT&T  for  I 
ford  C.  Bernstein,  1 
Ko\m  toul  Northern 
lecom.  But  Ch 
thinks  all  the  big  1 
firms  are  smart 
right  now.  "These  c 
panics  are  not  new 
the  marketplace," 
says.  "Most  are  ste 
performers.  But  as 
suit  of  this  settlem 
they  are  likely  to  I 
even  better."  ■ 
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A  PIPELINE  ALONE  WONT  SOLVE 
AMERICAS  ENERGY  PROBLEMS. 


As  the  age  of  inexpensive  gas 
ind  oil  has  drawn  to  a  close, 
^merlcas  energy  needs  are  com- 
plicated by  one  great  factor. 

Distance. 

Thats  why  MAPCO  is  extending 
ts  pipeline  to  7,8 1 6  miles  and  has 


expanded  into  many  different  kinds 
of  energy  in  many  different  regions. 

While  we're  connecting  suppliers 
in  the  Southwest  to  customers 
throughout  the  Midwest  by  a 
pipeline,  we're  also  mining  coal  for 
utilities  in  the  East. 

#  MAPCO 

BRINGING  IMAGINATION  TO  THE  BUSINESS  OF  ENERGY 

MAPCO  INC  •  1800  S,  BALTIMORE  AVE.  •  TULSA,  OK,  74119  •  SYMBOL  MDA/NYSE/MWSE/PSE 


Because  each  region  has  its 
resources,  and  each  customer  has 
his  needs. 

We  think  the  energy  of  the 
future  will  include  new  kinds  of  en- 
ergy, some  the  result  of  our  most 
important  one... 
Imagination. 


Faces 

Behind  The  Figures 


Hdited  by  Jefferson  (irigsby 

Good-bye  to  all  that 

Toronto's  Kenneth  Thomson,  57,  inher- 
ited both  a  vast  pubUshing  empire  and 
his  father's  title — Lord  Thomson  of 
Fleet.  Strictly  speaking,  the  Fleet  refers 
to  a  river  running  below  Fleet  Street  rath- 
er than  to  the  street  itself.  Which  is  just 
as  well,  since — if  all  goes  as  he  hopes — 
Lord  Thomson  of  Fleet  soon  will  no  long- 
er be  represented  on  Fleet  Street  at  all, 
even  from  a  distance;  and  nearly  half  of 
his  494  newspapers  and  periodicals  will 
be  in  the  U.S. 

As  if  to  underline  the  point,  no  sooner 
had  Thomson  agreed  to  sell  the  Times  of 
London  to  Rupert  Murdoch  than  he  an- 
nounced the  proposed  acquisition  of  the 
$89.3  million  (sales)  publishing  division 
of  Litton  Industries.  It  makes  sense:  Lit- 
ton's  nine  magazines  ( including A'ev/  and 
Medical  Economics]  and  nine  text  publish- 
ers may  be  a  far  cry  from  the  worldwide 
renown  of  the  Times,  but  their  current 
problems  pale  in  comparison  with  the 
Times' ,  which  lost  an  estimated  $36  mil- 
lion for  Thomson  last  year. 

Still,  the  decision  was  wrenching.  Says 
Thomson:  "We  hated  to  sell  the  Times, 
but  it  was  a  hopeless  situation  without 
the  cooperation  of  the  unions,  which  we 
could  never  obtain." 

Together,  the  two  deals  will  sharply 


Lord  Thomson  of  Fleet 


What  comes  c|fker  the  Times? 


advance  the  steady  repositioning  of 
Thomson's  two  businesses — the  $1.7  bil- 
lion (sales),  81%-family-owned  Interna- 
tional Thomson  Organization  Ltd.  will 
use  its  North  Sea  oil  to  become  more  of  a 
presence  in  the  U.S.,  and  Thomson 
Newspapers  Ltd.,  the  71%-family-owned 
North  American  publisher,  will  continue 
to  expand  in  small-town  or  specialized 
publications.  Says  Thomson  of  his  U.S. 
operation:  "We  expect  to  add  three  to 
five  papers  a  year." 

What  about  Rupert  Murdoch,  though? 
Nobody  thinks  Murdoch  is  keen  to  run 
pictures  of  naked  ladies  on  page  three  of 
the  good  gray  Times,  the  newspaper  some 
people  consider  the  world's  most  presti- 
gious, but  Murdoch's  assurances  guaran- 
teeing its  editorial  independence  are  an- 
other matter  entirely.  Ownership  still  car- 
ries prerogatives.  The  first  question,  in 
any  case,  is  whether  Murdoch  can  exact 
from  the  Times'  unions  enough  real  give- 
backs  to  make  the  deal  viable.  Says  Tbom- 
son:  "If  he  can  do  a  better  job  than  we  did, 
more  power  to  him." — Barbara  Rudolph 


Ramo's  way 

When  President  Eisenhower  needed 
someone  to  quarterback  the  braintrust 
for  the  first  U.S.  ICBM  program,  he 
turned  to  a  young  scientist  named  Simon 
Ramo,  then  a  whiz  kid  Ph.D.  from  Cal 
Tech  who  would  later  become  the  "R"  of 
$5  biUion  TRW  Inc. 

Some  30  years  later,  having  just  fin- 
ished a  stint  as  President  Ronald  Rea- 
gan's transition  science  adviser,  Ramo  is 
concerned  not  with  missile  gaps  but 
with  what  he  sees  as  a  growing  U.S. 
technology  gap. 


TRW's  Ramo 


No  more  capitalism  aber  alles. 


His  cure:  First,  businessmen  will  hav 
to  stop  complaining  about  governmer 
regulation.  Says  he:  "Those  who  advc 
cate  free  enterprise  liher  alles  have  t 
realize  we  can't  return  to  some  utopiai 
capitalistic  society — we  never  had  one  t 
begin  with."  Instead,  a  hybrid  of  govent 
ment  and  business  must  develop  the  be^ 
products  and  technology — more  or  lei 
the  way  the  Japanese  do  it.  Take  syi 
fuels,  says  Ramo:  Instead  of  pumping  $2 
billion  into  the  government  synthetic  fl 
els  corporation,  the  U.S.  should  simpi 
put  out  competitive  bids  for  synfuels  an 
buy  it  at  a  price  high  enough  to  make 
worthwhile  to  produce — just  as  it  doi 
with  nuclear  carriers  or  missiles. 

At  67,  Ramo  is  still  active  at  TRV 
too,  as  chairman  of  a  joint  venture  wii 
Japan's  Fujitsu's  Ltd.  Drawing  on  TRVt 
marketing  expertise  and  Fujitsu  techrj 
cal  expertise,  it  has  just  unveiled  a  ret.^ 
point-of-sale  terminal  to  compete  wi 
IBM.— Gerald  Odening 


Kaiser's  revolt 

Kaiser  Aluminum  &  Chemical  Coi 
Chairman  Cornell  Maier  is  madder  th. 
hell  and  he  isn't  going  to  take  it  an 
more.  Last  spring  ABC-TV  newsm. 
Geraldo  Rivera  broadcast  a  report  acci 
ing  the  Oakland-based  company 
knowingly  marketing  hazardous  alun 
num  wiring.  An  enraged  Maier  vowed 
force  Rivera  and  ABC  to  back  down. 

So  far  he's  made  surprising  progre 
Last  fall,  in  an  unprecedented  conct 
sion,  ABC  agreed  to  broadcast  a  foi 
minute,  unedited  Kaiser  rebuttal  on  t 
network's  20/20  news  show,  the  fort 
Rivera  used  for  the  allegations.  Wh 
ABC  later  offered  air  time  instead 


Maier  of  Kaiser  Aluminum 


'We  want  prime  tiMiie."  Il  l 
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What  J&H  doesn't  know  about  London, 

Willis  Faber  does. 


J&H  serves  more  leading  multinationals  than  any 
other  insurance  broker  One  ot  the  key  reasons  is  our 
unparalleled  record  of  international  cooperation  with 
Willis  Faber  &  Dumas. 

While  other  American  brokers  still  seek  a  stable 
relationship  in  the  vital  London  market,  we  are  entering 
our  88th  year  of  exclusive  association  with  this  esteemed 
British  broker 

The  strength  of  Willis  Faber  is  just  one  example 
of  the  resources  J&H  can  call  upon  to  uncomplicate  the 


most  complex  international  risk  management  problems. 

In  addition  to  having  more  of  our  own  people 
overseas  than  any  other  broker,  J&H  can  add  the  global 
strength  of  our  71 -office  network  of  exclusive  broker 
correspondents. 

Now  you  know  why  30  of  the  top  100  companies 
have  J&H  as  their  principal  international  broken  And 
another  15  have  us  on  the  team.  And  why  J&H  serves 
nearly  30  percent  of  the  rest  of  the  Fortune  500. 

The  way  J&H  works  makes  a  world  of  difference. 


Johnsoi^iggins 

The  private  insurance  broker.     answer  only  to  you. 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES,  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


Faces 

Behind  The  Figures 


Nightline,  broadcast  at  11:30  p.m.  (which 
has  a  viewing  audience  of  only  10  million 
compared  with  20/20'?,  30  million), 
Maier  insisted  the  network  live  up  to  the 
original  deal.  "We  want  prime  time,"  he 
says.  "We  want  to  be  heard  in  the  court 
in  which  we  were  tried." 

Unless  the  network  agrees  to  that, 
Maier  says,  Kaiser  will  file  a  "personal 
attack"  complaint  with  the  FCC  and  sue 
ABC  for  slander — while  pressing  for  a 
congressional  investigation  of  "trial  by 
television."  "The  principle  here  has  be- 
come more  important  than  our  com- 
plaint," he  says.  "It's  time  to  stand  up 
and  fight,"  he  adds.  (Kaiser  did  have  a 
chance  to  be  interviewed  for  last  spring's 
program,  but  refused,  believing  Rivera's 
crew  had  its  mind  made  up  and  the  com- 
pany would  not  get  a  fair  hearing.) 

What  do  Maier's  peers  think  about 
It?  "I  could  retire  right  now,"  he  says, 
"if  I  had  $10  for  every  businessman 
who  has  told  me,  'Cornell,  wc  think  it's 
great  you're  doing  this,  and  we'd  do  it 
too,  but  you  have  to  understand  our 
company  is  different.'  "  What's  differ- 
ent seems  to  be  feisty  Cornell  Maier. 
Stay  tuned. — John  Merwin 

Ronald  McDentist 

"We  do  heavy  couponing  and  direct 
mailing,"  says  Ronald  F.  Saverin,  31,  of 
his  three-year-old  franchise  operation. 
"We've  budgeted  $3  million  for  advertis- 
ing over  the  next  two  years.  We're  going 
to  outspend  everybody." 

Fried  chicken?  Suntanning  parlors? 
No — Saverin,  a  Westchester  County, 
N.Y.  lawyer,  is  peddling  dentistry.  With 
35  franchises  in  operation  or  scheduled 
to  open  by  mid-April  across  the  coimtry, 
Saverin's  DentCare  Systems  Ltd.  is  the 
largest  outfit  in  the  booming  retail-store 
dentistry  industry  ]  Forbes,  Mar.  19, 
1979],  and  Saverin  is  applying  plenty  of 
hype  to  keep  it  out  front. 

Like  other  shrewd  franchisers,  his  risks, 
if  any,  are  minimal.  His  fast-growing  com- 
pany is  financed  almost  exclusively  by  the 
franchisees,  mainly  middle-aged  dentists 
who  must  put  up  $200,000  and  pay  a 
$20,000  fee.  Inreturn,  they  get  office  space 
in  a  mall,  operating  manuals,  use  of  the 
DentCare  name  and  quality-control  visits 
by  inspectors  from  headquarters.  Dent- 
Care will  even  hire  the  staff — typically  six 
to  each  franchise — of  usually  new  dentists 
paid  $450  per  week  plus  commissions. 

Does  it  all  add  up  to  quality  dental 
care?  "Yes,"  says  Saverin,  and  it  certain- 


DeiitCcire's  Sarenn 

The  field,  mtiy  get  crowded. 


ly  adds  up  to  profits.  In  fact,  he  doubts 
DentCare  and  two  smaller  competitors 
will  have  the  field  completely  to  them- 
selves forever:  "This  business  is  just  too 
lucrative." — Van  Wallach 

Making  money  cheaper 

Azie  Taylor  Morton's  signature  is  on 
more  than  6.5  billion  U.S.  $1  bills,  but 
the  former  U.S.  Treasurer  figures  it 
would  be  a  service  to  the  country  to  do 
away  with  the  dollar  bill  entirely. 

Why?  Simple  economies  of  production, 
she  says:  It  costs  1 .6  cents  to  print  a  dollar 
bill,  including  paper  and  ink,  and  on  aver- 
age, each  one  lasts  only  about  18  months. 


K\-L  ..V  I recisurer  . Morion 

Do  we  really  need  the  dollar  bill? 


A  Susan  B.  Anthony  coin,  scorned  thouj 
it  is,  costs  3  cents  to  produce  and  lasts 
years.  So  by  switching  to  a  $1  coin  ai 
encouraging  the  use  of  the  rarely  used 
bill,  Mrs.  Morton  says,  the  govemme 
could  save  more  than  $  1 0  million  ayear 
production  costs. 

Before  becoming  Treasurer  under  Jii 
my  Carter,  Mrs.  Morton  was  a  teacher 
Texas,  an  executive  of  the  Texas  AF 
CIO  and  a  bureaucrat  enforcing  eqi 
housing  and  employment.  She  wound 
her  3 '/2 -year  tenure  with  some  ideas  tl 
seem  more  in  keeping  with  the  Rea^ 
Administration  than  with  her  libe 
background.  In  retrospect,  she  conced 
most  govemment  employment  prograi 
v/ere  failures.  It  would  have  been  bet 
to  give  the  money  to  private  indus' 
to  build  plants  and  train  people  in 
ghettos. — Robert  J.  Flaherty 

Out  at  tbe  top 

why  would  a  CEO  with  20  years  to  gc 
retirement  resign  just  when  his  co 
pany's  earnings  started  to  turn  up? 
cause  I've  accomplished  what  I  set  out 
do,"  says  Harper  &  Row  CEO  Winth 
Knowlton,  50,  who  says  he  is  bowing  i 
in  August.  "I  thought  the  time  had  co 
for  somebody  else  with  some  new  id) 
to  take  my  place." 

For  a  while  one  of  Knowlton's 
ideas  didn't  look  too  hot— the  1978 
quisition  of  J.B.  Lippincott  Co., 
Philadelphia  publisher,  whose  audit 
have  since  been  censured  by  the  SEC 
allegedly  turning  a  $1.9  million  loss 
1977  into  a  $32,000  profit.  Knowl 
says  he  knew  all  about  that;  H&R's  ai 
tors  found  it  after  the  negotiations 
knocked  the  price  down  from  $18.7  r 
lion  to  $16.2  million  in  stock  and  cas 

The  Lippincott  loss  more  than  c 
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er  &  Row's  Knoivlton 

>t  of  high'priced  garbage." 

Harper  &  Row's  debt  in  1979.  But, 
Knowlton,  long  term,  the  acquisi- 
will  prove  a  good  one.  H&R  is  now 
nation's  third-largest  medical  pub- 
;r  and  its  school  textbook  publishing 
doubled;  its  earnings,  though  still 
i,  are  recovering;  this  year  they 
d  be  up  an  estimated  14%,  to 
nd  $5  million  or  more  on  about 
)  million  in  revenues, 
lowlton,  a  former  partner  at  White, 
i  &  Co.  and  a  Treasury  Department 
aucrat  under  Johnson,  has  since 
>  watched  sales  of  adult  general  fic- 
and  nonfiction  fall  from  23%  of 
I's  sales  to  about  15%.  The  big  me- 
conglomerates  have  pushed  trade- 
:  costs  through  the  roof,  he  says:  "To 
impany  that's  used  to  paying  $40 
ion  for  a  movie,  $250,000  for  a  book 
n't  sound  like  much  money."  Re- 
"We  have  an  unprecedented 
unt  of  high-priced  garbage  being 
ished." — Alyssa  A.  Lappen 

Tybody  out  of  the  hot  tub 

/ayne  Silby,  32-year-old  founder  and 
rman  of  Washington's  First  Variable 

Fund,  keeps  a  redwood  hot  tub  in 
backyard  of  one  of  his  three  offices, 
once  selected  his  company  logo  by 
wing  the  /  Ching.  He  also  likes  to 

his  managers  on  outdoor  survival 
kends,  knock  about  the  nation's  cap- 
in  cowboy  boots  and  corduroy  jeans, 
employ  words  like  "holistic"  to  de- 
)e  the  diversification  of  his  $480  mil- 
money  market  fund. 
I  far,  the  laid-back  style  hasn't  hurt. 
^  started  his  business  in  1976  with 
)  and  an  idea:  trading  the  guaranteed 
ions  of  SBA  and  other  government 
s.  In  1977  and  1978  First  Variable 
the  highest-yielding  money  market 


D.  Waytie  Silby 

A  "holiatic"  approach. 


fund  in  the  country,  and  in  January  of 
this  year  it  yielded  17.24%. 

What's  the  secret?  "I  realized  the  big- 
gest advantage  to  a  variable-rate  loan  was 
that  it's  going  to  be  worth  what  you  paid 
for  it  day  in  and  day  out,"  says  the  Whar- 
ton and  Georgetown  Law  graduate. 
"Combined  with  short-term  govern- 
ment notes  it  makes  for  a  very  high-yield 
government  money  market  fund."  The 
long-term,  short-term  parlay,  he  says, 
"means  we  can  fund  long-term  business 
credit  needs  of  the  nation  such  as  SBA 
loans,  with  money  that  is  essentially 
looking  for  a  short-term  parking  place." 
Put  another  way,  it  means  half  the  port- 
folio varies  with  money  market  rates 
while  the  other  half  varies  with  the 
prime  rate.  Best  of  all,  there's  good  old 
Uncle  Sam,  standing  behind  everything. 

Not  surprisingly — despite  Silby's  now- 
generation  lifestyle — First  Variable's 
40,000  shareholders  across  the  country 
are  mostly  cautious  investors.  "But  we 
have  our  share  of  Californians  who  get 
up  out  of  the  hot  tub  and  wonder  if  Chase 
is  still  around,"  he  says.  What  is  Silby's 
biggest  worry  when  he  gets  out  of  the  hot 
tub?  That  the  growth  era  of  money  mar- 
ket funds  may  be  over  and  within  a  year 
or  two  banks  will  be  horning  in  on  his 
customers.  That's  why  he  and  General 
Electric  Co.  are  jointly  developing  mon- 
ey market  "turnkey"  systems  complete 
with  computer  software  to  sell  to  Silby's 
own  potential  competitors.  Now,  that's 
holistic. — Beth  Brophy 

Coming  home 

While  many  U.S.  hotel  chains  like  Holi- 
day Inns  and  Ramada  Inns  are  scram- 
bling to  get  into  casino  gambling,  Mar- 
riott Corp.'s  archetypal  businessmen's 
hotel  chain  isn't  all  that  interested.  In 


fact,  Marriott  is  doing  so  well  without 
any  U.S.  casino  gambling  operations  that 
it  has  embarked  on  a  $4  billion  expan- 
sion program  that  is  expected  to  more 
than  double  the  number  of  its  worldwide 
hotel  rooms  to  72,000  in  four  years.  That 
would  vault  it  from  1 1th  to  4th  place 
among  all  U.S.  chains. 

Where  do  you  get  $4  billion  at  today's 
interest  rates?  Frederic  V.  Malek,  44, 
Marriott's  executive  vice  president  for 
hotels  ought  to  be  good  at  it.  He  served  as 
deputy  director  of  the  Office  of  Manage- 
ment and  Budget  under  Presidents  Nixon 
and  Ford  before  joining  Marriott  in  1974. 
His  formula  isn't  all  that  complicated, 
though:  "When  times  are  good  we  try  to 
use  other  people's  money  and  keep  our 
own  in  reserve.  Then  when  money  gets 
expensive  we  have  the  wherewithal  to 
finance  things  like  this  internally."  In 
fact,  Marriott  is  doing  both  in  the  23  new 
hotels  being  built  this  year.  Three  will  be 
financed  and  owned  by  Marriott,  three 
franchised  and  the  rest  financed  and 
built  by  others,  then  managed  by  Mar- 
riott. That  way,  Marriott  will  have  to 
raise  only  around  $100  million  of  the 
$690  million  or  so  required  for  this  year's 
expansion. 

Like  others,  Marriott  has  dabbled  in 
diversifications,  including  such  disap- 
pointments as  Bob's  Big  Boy  and  Roy 
Rogers  restaurants,  but  now  it  has  decid- 
ed to  come  back  again  to  hotels.  That 
division  provided  35%  of  corporate  rev- 
enues of  $1.5  billion  in  1979—51%  of 
profits — and  by  1984  it  should  be  as  large 
as  the  whole  corporation  is  now.  Says 
Malek:  "We  should  devote  our  manage- 
ment time  and  attention  to  that  which 
we  do  well." — Jayne  Pearl 


Man  ivtt  s  Malek 

Who  needs  the  high  rollers? 
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Personal 
Affairs 


Edited  By  William  G.  Flanagan 

When  in  Los  Angeles . . . 

When  the  temperatures  get  down 
to  single  digits  in  the  East  and 
the  Midwest,  business  trips  to 
southern  California  somehow  take  on  a 
certain  urgency.  But  regardless  of  the 
time  of  year  or  the  reason,  visiting  Los 
Angeles  should  be  a  personal  pleasure. 
Herewith  some  suggestions  from 
Forbes'  West  Coast  staffers. 

Hotels 

Downtown  and  Pasadena 

The  Huntington  Sheraton  Hotel,  1401 
South  Oak  Knoll  Ave.,  Pasadena  (213- 
792-0266).  Smgles,  $55  to  $64;  doubles, 
$64  to  $74.  This  is  a  grand  tum-of-the- 
century  hotel. 

The  Biltmore  Hotel,  515  South  Olive 
St.,  Los  Angeles  (213-624-1011).  Stan- 
dard singles  run  around  $62  to  $92;  dou- 
bles, $78  to  $108.  Long  established,  well 
located.  Recently  refurbished. 

Los  Angeles  Bonaventure  Hotel,  404 
South  Figueroa  St.,  Los  Angeles  (213- 
624-1000).  Singles,  $75  to  $95;  doubles, 
$90  to  $1 10.  Designed  by  John  Portman, 
it  consists  of  five  giant,  silvery,  high-rise 
cylinders. 

Westside,  Beverly  Hills  and  Bel-Air 

L'Ermitage,  9291  Burton  Way,  Bev- 
erly Hills  (213-278-3344).  Its  guests 
range  from  rock  stars  to  heads  of  state. 
No  single  rooms,  only  suites  that  run 
from  $145  for  a  one-bedroom  to  $765  a 
day  for  a  three-bedroom  penthouse.  In- 
cludes continental  breakfast,  morning 
papers  and  chauffeured  limo  service 
within  Beverly  Hills.  Note:  The  hotel 
also  has  an  excellent  gourmet  restau- 
rant— the  Cafe'  Russe — open  only  to 
hotel  registrants  and  their  guests.  Re- 
serve early. 

The  Beverly  Hills  Hotel,  9641  Sunset 
Blvd.,  Beverly  Hills  (213-276-2251).  Sin- 
gles, $72  to  $131;  doubles,  $81  to  $145; 
suites,  $150  to  $454;  bungalows  (with 
kitchens),  $195  to  $896.  Crawls  with  the 
entertainment  crowd,  who  preside  at  the 
famed  Polo  Lounge.  Reservations  can  be 
a  problem. 

Beverly  Wilshire  Hotel,  9500  Wilshire 
Blvd.,  Beverly  Hills  (213-275-4282).  Sin- 
gles, $115  to  $160;  doubles,  $135  to 
$180;  suites,  $190  to  $405.  Located  in 
the  heart  of  Beverly  Hills,  it  ages  most 
graciously.  Reserve  early. 

Beverly  Hilton,  9876  Wilshire  Blvd., 
Beverly  Hills  (213-274-7777).  Singles, 
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$72  to  $96;  doubles,  $88  to  $112.  Good 
central  location.  A  Trader  Vic's  restau- 
rant is  in  the  hotel. 

Century  Plaza  Hotel,  2025  Avenue  of 
the  Stars,  Century  City  (213-277-2000). 
Singles,  $88  to  $104;  doubles,  $103  to 
$119.  Stands  on  what  was  once  the  back 
lot  of  Twentieth  Century-Fox.  Does  a 
heavy  convention  business. 

Hotel  Bel-Air,  701  Stone  Canyon  Rd., 
Los  Angeles  (213-472-1211).  Singles, 
$75;  small  suites,  $75  to  $125;  one-  and 
two-bedroom  suites  from  $160  to  $355. 
Off  the  beaten  path.  Offers  privacy  and  a 
nonhotel  atmosphere.  Excellent  piano 
bar.  Reservations  should  be  made  30 
days  in  advance. 

Orange  County-Newport  Beach  area 

South  Coast  Plaza,  666  Anton  Rd., 
Costa  Mesa  (714-540-2500).  Singles,  $69 
to  $79;  doubles,  $8 1  to  $9 1 .  Handy  to  the 
John  Wayne  Airport  and  the  many  busi- 
nesses located  throughout  the  nearby  Ir- 
vine area. 


Newport  Beach  Marriott  Hotel,  900 

Newport  Center  Dr.,  Newport  Beach 
(714-640-4000).  Singles,  $65  to  $77;  dou- 


Los  Augeles  skyline 


bles,  $75  to  $87.  The  hotel  is  lively,  per- 
haps too  lively.  Located  in  the  heart  of 
Newport  Beach. 

Del  Webb's  Newporter  Inn,  1 107  Jam- 
boree Rd.,  Newport  Beach  (714-644- 
1700).  Rooms  are  $60  to  $84,  double  or 
single  occupancy.  One  of  the  older,  quiet- 
er Newport  hotels. 

Dinmg 

Like  its  real  estate,  Los  Angeles'  restau- 
rants can  be  a  little  hard  for  outsiders  to 
imderstand.  A  lot  more  than  dining  goes 
on,  so  the  location,  atmosphere,  the 
crowd  and  the  table  spacing  where  you 
"take  a  lunch"  can  outweigh  the  food. 
But  the  area  has  come  a  long  way  from 
taco  stands,  and  French  is  now  the  pre- 
mier cuisine.  Even  if  partaken  of  in  La- 
coste  shirts. 

Downtown 

The  Tower,  Occidental  Center,  32nd 
floor,  1150  South  Olive  St.  (213-746- 
1825),  provides  classic  French  cuisine 
with  spectacular  views  of  Los  Angeles — 
and  every  table  has  an  unobstructed 


view.  Service  is  leisurely — slow  if  you' 
in  a  hurry.  Best  bet:  the  daily  special 
particularly  seafood. 

Hollywood  and  West  Hollywood 

L'Ermitage,  730  N.  La  Cienega  Blv 
(213-652-5840),  has,  alas,  become  tl 
most  overrated  restaurant  in  southei 
Califomia.  From  the  outside,  behind  tl 
Rolls-Royces,  it  appears  to  be  a  simp 
frame  house,  but  the  three  small  dinin 
rooms  within  are  sumptuous.  When  oi 
is  paying  $150  for  dinner  for  two,  howc 
er,  more  than  just  a  lovely  dining  roo 
should  be  provided. 

Yamashiro,  1999  N.  Sycamore  Av 
(213-466-5125),  is  a  Japanese  palace 
sorts  that  sits  on  a  Hollywood  hillti 
offering  a  dazzling  view  of  the  city  bo 
day  and  night  (smog  permitting).  Wi 
12  acres  of  gardens  and  a  heated  terrat 
the  restaurant's  food  defers  to  its  settir 

Le  Dome,  8720  Sunset  Blvd.  (213-65 
6919),  is  California  French — elegai 
with  green  velvet  chairs  and  banquettt 
soft  lighting,  but  casual.  No  dress  co 
during  the  day.  Recommended:  swoi 
fish  and  hot  duck  salad.  The  medallio 
of  veal  were  disappointing.  The  choc 
late  mousse,  served  in  an  almond  past 
shell,  is  legendary. 

Scandia,  9040  Sunset  Blvd.  (213-27 
95211,  located  smack  on  Sunset  Strip,  i 
local  landmark.  Despite  its  recent  loss 
cachet  (no  nouvelle  cuisine  here),  it 
mains  a  fine  restaurant  with  attentt 
service,  exceptional  entrees  and  fi 
wine  selections. 

Mortons,  8800  Melrose  Ave.  (213-2- 
5205),  is  a  relatively  new  fii.J  of  t 
social  set.  Lots  of  greenery,  spacio' 
Ambience  seems  to  outclass  the  foe 
This  is  not  for  an  intimate  dinner- 
can  be  noisy. 

Chasen's,  9039  Beverly  Blvd.  [1. 
271-2168),  started  as  a  chili  house  ■ 
tering  to  the  movie  crowd,  but  sir 
has  grown  into  a  venerable  instituti 
with  a  wide  following  (including  Pre 
dent  Reagan).  Opinions  of  the  Cor 
nental  fare  range  from  great  to  mer 
good.  But  all  agree  a  lunch  or  dinner 
Chasen's  red  leather  booths  is  men 
rable.  Caution:  It's  expensive  ($100 
typical  for  dinner  for  two),  and 
credit  cards  are  accepted. 

Beverly  Hills 

The  Bistro  Garden,  176  N.  Canon 
(213-550-3900),  is  a  more  casual  vers 
of  the  Bistro,  located  right  down 
street.  Popular  at  lunch  with  the  Beve 
Hills  crowd.  Try  the  poached  salmon  i 
one  of  the  dessert  souffle's. 

The  Mandarin,  430  N.  Camden 
(213-272-0267),  is  Beverly  Hills'  b 
Chinese  restaurant  (even  surpassing  . 
Chow),  and  that's  no  mean  achie 
ment.  Traditional  Chinese  dishes, 
be  sure  to  try  the  minced  squab  appe 
er — it's  not  listed  on  the  menu,  but  \ 
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,  TWA  unseats 
the  competition. 


Six  seats  across  — not  eight. 


TWA's  new  747 Ambassador  Class  to  Europe. 
Wider  seats  and  more  legroom  than  any  other  airline. 


TWA's  new  747 Ambassador  Class. 


Thenex 

t  best  business  < 

Jass. 

T 

/  \ 

1^, 

Now  theres  a  business  class  with 
only  six  seats  across,  not  eight 
or  nine.  With  only  window  and 
aisle  seats— no  middle  seats.  With 


wider  seats  than  any  other  busi- 
ness class. 

It  s  TWA's  new  Ambassador 
Class,  available  now  to  Frankfurt 
via  New  York  (and.  by  June, 
on  every  747  we  fly  to  Europe). 

Along  with  the  extra  com- 
fort, you'll  find  a  lot  of  extras. 
Like  a  special  check-in  area  to 
speed  you  through  the  airport. 
Free  drinks  and  appetizers,  to 


relax  you  in  the  air  And  more. 
TWA's  new  Ambassador  Class. 
Compared  to  other  business 
classes,  theres  no  competition. 


TWA's  new  Ambassador 
Class  is  available  now  to 
Frankfurt  via  New  York  — 
and,  by  June,  on  every  747 
we  fly  to  Europe. 


You're  going  to  like  us 


Personal 
Affairs 


be  served  to  diners  upon  request. 

Brentwood  and  Santa  Monica 

Peppone,  11628  Barrington  Court 
(213-476-7379),  won't  disappoint  diners 
whose  appreciation  of  Italian  cuisine 
transcends  pizza  and  tomato  sauce, 
and  whose  knowledge  of  Italian  wines 
doesn't  end  with  Valpolicella.  Try  the 
cioppino,  for  example,  a  fish  soup  rich 
with  lobster,  scallops,  crab  and  fish.  A 
Brentwood  standout;  reservations 
should  be  made  early,  even  weeks  in 
advance. 

Michael's,  1147  Third  St.  (213-451- 
0843),  was  once  a  private  home.  The 
simple  interior  is  accented  with  fresh 
flowers,  and  there's  a  terraced  garden 
outside.  The  chef  is  comfortable  prepar- 
ing delicate  sauces  or  simple  charbroiled  ' 
meats.  Duck  is  a  house  specialty — the 
proprietor  owns  a  duck  farm. 

Valentino,  3115  Pico  Blvd.  (213-829- 
43 13),  specializes  in  "La  Nuova  Cucina," 
the  new  cuisine  of  Italy,  and  imports 
fresh  ingredients  weekly.  But  it's  the 
gnocchi  that  still  attracts  many.  Also 
boasts  a  7,000-case  wine  cellar. 

Pasadena 

The  Chronicle,  897  Granite  Drive 
(213-792-1179),  is  nothing  to  go  out  of 
your  way  for,  but  it's  the  best  Pasadena 
has  to  offer.  The  seafood  is  well  prepared 
and  there  is  a  respectable  wine  list. 

Newport  Beach 

Ambrosia,  501  30th  St.  (714-673- 
0200),  is  a  French  gem.  The  menu,  wines 
and  service  make  it  one  of  the  premier 
restaurants  of  Orange  County. 

Not  on  expense  account?  Most  Ange- 
lenos  have  selected  haunts,  unpreten- 
tious and  untrafficked  by  tourists  or  ce- 
lebrities, where  the  food  is  good  and  the 
prices  about  one-third  less  than  at  the 
places  mentioned  above.  Our  choices: 

St.  Moritz,  1 1 720  Ventura  Blvd.,  Stu- 
dio City  (213-980-1122),  is  a  favorite  of 
the  San  Fernando  Valley  studio  crowd 
who  like  the  Swiss  menu  and  the 
broad  selection  of  domestic  wines  at 
very  reasonable  prices.  St.  Tropez, 
10323  Santa  Monica  Blvd.,  West  Los 
Angeles  (213-277-6734),  is  located  in  a 
complex  of  restaurants  called  the  New 
England  Village.  Best  at  lunch.  If 
weather  permits,  sit  out  on  the  patio 
and  enjoy  an  omelet  or  quiche.  Mar- 
quis West,  3110  Santa.  Monica  Blvd., 
Santa  Monica  (213-828-4567),  serves 
northern  Italian  dishes,  with  veal  a 
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The  scene  at  Michael's  restaurant  in  Santa  Monica 


Arriving  at  Chasen's  in  style 


L'Ermitage's  Cafe  Russe 


More  than  taoos 

Los  Angeles  is  tired  of  its  image  as 
a  smog-ridden,  amorphous  expanse 
of  freeway  traffic  snarls  and  end- 
less taco  stands.  It  has  reason  to 
be.  Now  it  boasts  some  of  the  na- 
tion's finest  French  and  Italian  res- 
taurants, and  deluxe  hotels  that 
range  from  the  ultramodern  Bona- 
venture  to  the  quiet  and  very  pri- 
vate Hotel  Bel-Air.  And  there's  a 
first-class  symphony  and  Broad- 
way shows  at  the  downtown  Mu- 
sic Center,  eclectic  art  collections 
at  the  museums  of  Norton  Simon 
and  J.  Paul  Getty  and,  of  course, 
plenty  of  chic  shops  lining  24-kar- 
at  Rodeo  Drive  in  Beverly  Hills. 
So,  when  the  temperature  ap- 
proaches zero,  working  Los  Ange- 
les into  your  business  trip  might 
not  be  a  bad  idea. 


A  Paul  Getty's  museum  in  Malibu 


Dorothy  Chandler  Pavilion  at  the  Los  Angeles  Music  Center 


Beverly  Hills  Hotel  The  Bonaventures  silvety  cylinders 


1 
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specialty.  Professionally  run.  Three 
Dolphin  Inn,  156  South  Topanga  Can- 
yon Blvd.,  Topanga  Canyon  (213-455- 
2138),  is  up  a  winding,  twisting  drive, 
but  worth  it.  A  former  actor  turned 
restaurateur  runs  this  country  retreat 
as  if  it  were  his  own  home,  including 
home-style  meals. 

Executives'  choices 

To  determine  which  restaurants  visiting 
Forbes  readers  would  be  most  likely  to 
en)oy,  we  polled  chief  executives  of  some 
of  the  larger  corporations  in  Los  Angeles 
and  environs.  Here  are  a  few  of  their  top 
choices. 

Bernard's,  Biltmore  Hotel,  515  S.  Ol- 
ive St.  (213-624-0183),  is  right  off  the 
lobby  of  the  Biltmore.  Lots  of  potted 
greenery,  a  harpist  and  ample  space  be- 
tween tables  assure  privacy.  The  French 
fare  is  pricey  but  excellent,  especially  the 
seafood  dishes.  One  of  the  best  wine  lists 
in  Los  Angeles.  Favorite  luncheon  spot 
for  executives  from  several  major  banks 
with  offices  in  the  downtown  area. 


Sights 

Disneyland,  1313  Harbor  Blvd.,  Ana- 
heim (213-626-8605).  After  25  years,  still 
the  top  attraction  in  southern  California. 
Jammed  holidays  and  winter  weekends, 
with  hour-long  waits  common  for  popu- 
lar rides.  In  the  summer  evening,  don't 
miss  the  spectacular  display  called  the 
Main  Street  Electrical  Parade. 


Night  view  from  Yamashiro 


Universal  Studios  Tour,  100  Univer- 
sal City  Plaza,  Universal  City  (213-877- 
1311).  A  4'/2-hour  "behind  the  scenes" 
tour  of  a  major  motion  picture  and  televi- 
sion studio.  Open  seven  days. 


bon.  Visit  the  Japanese  tea  garden,  tl 
Shakespeare  garden  (which  includes  ; 
the  flora  mentioned  in  his  works)  ai 
the  surrealistic  desert  garden.  Tuesd 
through  Saturday,  1  p.m.  to  4:30  p.i 
Reservations  needed  Sunday.  Admissn 
and  parking  free. 

Norton  Simon  Museum,  411  W.  Col 

rado  Blvd.,  Pasadena  (213-449-6840).  T 
eclectic  collection  is  displayed  in  a  stu 
ning  ultramodem  setting  of  marble  ai 
polished  wood  floors.  Noteworthy  ;i 
the  medieval  tapestries  and  French  Ii 
pressionist  paintings.  Thursday  throuj 
Sunday,  noon  to  6  p.m.  Admission:  $2^ 

Shopping 

Rodeo  Drive,  set  in  the  24-karat-g( 
heart  of  Beverly  Hills,  comprises  thi 
blocks  of  some  of  the  world's  most  i 
pensive  shops.  It  may  be  the  only  str< 
in  Los  Angeles  where  people  actua 
walk — past  the  windows  of  Giorg 
Gucci,  Hermes,  Ralph  Lauren,  Van  Ch 
&  Arpels  and  Bally,  to  name-drop  a  ft 
But  life  does  exist  outside  Beverly  Hi 
People  who  like  shopping  might  en 
going  on  the  international  tour  called  i 
"Uncommon  Market,"  which  runs  ' 
last  Saturday  of  every  month.  The  cos 
$13.50  and  the  group  is  limited  to 
people,  so  reservations  should  be  madt 
advance.  Call  Marvey  Chapman,  2 
836-7559. 

If  you  have  a  foreign  visitor  in  tc 
Komfort  International  could  prove  m 
helpful.  For  $80  per  four-hour  shopp 
tour,  four  people  maximum,  Komfort  c 
ducts  personalized  shopping  trips,  wf 
ever  the  quarry.  Komfort  also  provi 
translators  for  an  additional  $20  per  h« 
Call  2 13-85 1  -0596  or  2 13-876-8069. 

Theaters 

The  Music  Center,  135  N.  Grand  A 
Los  Angeles  (213-972-721 1 ).  Three  bu 
ings.  The  Dorothy  Chandler  Pavii 

books  large  company  attractions,  like 
L.A.  Philharmonic.  The  Ahmanson  1 
atre  usually  has  Bro*dway-bound  proc 
tions  like  the  current  The  West  Side  Wc 
starringKatharine  Hepbum,  runningu 
Mar.  14.  The  Mark  Taper  Forum 
present  a  musical,  Ti>itypes ,  startingMs 

The  Pantages  Theatre,  6233  He 
wood  Blvd.,  Hollywood  (213-469-71 
Top  shows.  Rex  Harrison  is  there  i 
Mar.  8  in  My  Fair  Lady  -  he  will  be 
lowed  by  Richard  Burton  in  Camelot. 

Shubert  Theatre,  2020  Avenue  oJ 
Stars,  Century  City  (213-553-9000). 
rently  playing:  Eiita . 

Huntington   Hartford,    1615  N 
Vine    St.,    Hollywood  (213-462-6* 
Broadway-type    productions    feati  I'j 
name  stars. — Ellen  Paris 

J 
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Le  St.  Germaine,  5955  Melrose  Ave., 
Hollywood  (213-467-1 108),  is  done  in  the 
style  of  a  French  farmhouse.  The  list  of 
appetizers  is  almost  as  long  as  the  num- 
ber of  entrees.  Try  a  pheasant  pate.  Rack 
of  lamb  is  a  specialty.  Record  company 
executives  are  frequently  seen  at  limch. 

Ma  Maison,  8368  Melrose  Ave.,  West 
Hollywood  (213-655-1991),  is  cocky 
enough  to  have  an  unlisted  telephone 
number;  the  movie  crowd  loves  it.  More 
studio  heads  and  celebrities  on  hand  in 
the  covered  patio  at  lunch  than  at  the 
studios  themselves.  The  haute  cuisine, 
some  say,  is  the  area's  best,  and  can  be 
too  tempting  for  calorie-counters.  Orson 
Welles  is  a  regular,  for  example. 

La  Scala,  9455  Santa  Monica  Blvd. 
(213-275-0579),  was  where  Jack  Kennedy 
used  to  have  a  little  pasta  in  a  private 
upstairs  dining  room.  Today,  executives 
from  Western  Airlines  and  other  compa- 
nies hold  court.  Crowded  on  weekends. 
Excellent  wine  cellar. 

Jimmy's,  201  Moreno  Dr.,  Beverly 
Hills  (213-879-2394),  is  modem  without 
being  gaudy,  and  has  an  attractive  en- 
closed garden.  A  good  Continental  menu 
and  an  imaginative  dessert  selection.  Tr>' 
the  kiwi  tart  or  the  kiwi  souffle'.  Attracts 
corporate  types  from  nearby  Burbank 
a.nd  Century  City. 


Griffith  Observatory,  Planetarium 
and  Laserium,  2800  E.  Observatory  Rd., 
Los  Angeles  (213-664-1191).  Located  in 
Griffith  Park,  atop  Mt.  Hollywood,  it  of- 
fers one  of  the  best  views  of  Los  Angeles. 
Visitors  may  take  advantage  of  the  giant 
telescopes  atop  the  planetarium,  free  of 
charge.  Telescopes  open  every  night  ex- 
cept Mondays,  from  7  p.m.  to  10  p.m. 

J.  Paul  Getty  Museum,  1 7985  Pacific 
Coast  Highway,  Malibu  (213-454-6541). 
Overlooking  the  Pacific,  the  building  that 
houses  the  collection — a  copy  of  a  Roman 
villa — is  more  interesting  than  what's 
inside.  But  the  Grecian  marbles  and  a 
decorative  arts  collection  are  notable. 
Open  Tuesday  through  Sunday,  10  a.m.  to 
5  p.m.  Admission  is  free,  but  parkingmust 
be  reserved  well  in  advance. 

Los  Angeles  County  Museum  of  Art, 

5905  Wilshire  Blvd.,  Los  Angeles  (213- 
937-2590).  One  of  the  country's  largest. 
Tuesday  through  Friday,  10  a.m.  to  5 
p.m.,  Saturday  and  Sunday,  10  a.m.  to  6 
p.m.  Admission:  $1. 

Huntington  Library,  Art  Gallery  and 
Botanical  Gardens,  1151  Oxford  Rd., 
San  Marino  ( 2 1 3- 792-6 1 4 1 ).  Railroad  bar- 
on Henry  Huntington's  palatial  mansion 
houses  a  fine  collection  of  18th-century 
paintings  (including  the  iimowsBliie  Roy ) 
and  manuscripts  from  Chaucer  to  Audu- 


\T  MARRIOTT  HOTELS, 
W)U'RE  WORTH  WAITING  FOR 


Key  Bridge  Marriott  overlooks  the  naCion',s  capital. 


With  an  American  Express  Card 
Assured  Reservation,  there's  a  room 
waiting  even  if  yon  arrive  hours  late. 

The  hour's  late.  And  so  are  you. 

But  if  you  made  an  Assured  ReservationT 
)e  assured  Marriott  has  kept  a  room  waiting, 
slo  matter  how  late  you've  kept  them  waiting. 

There  are  more  than  85  Marriott  Hotels 
n  the  U.S.  Each  offers  the  right  location, 
rhe  right  kind  of  services.  And  all  the  right 
•easons  for  picking  a  hotel. 

To  make  an  Assured  Reservation  at  any 
Vlan-iott,  just  call  toll-free  (800)  228-9290. 

So  make  sure  you  ask  for  an  Assured  Reser- 
/ation.Then  if  your  room  isn't  available  when 
^ou  arrive,  Marriott  will  pay  for  your  room  at  a 


comparable  hotel,  transportation  there,  and  a 
phone  call.  If  your  plans  change,  call  Marriott 
before  6  p.m.  (their  time)  to  get  a  cancellation 
number  so  you  won't  be  billed. 

Remember,  with  an  American  Express  Card 
Assured  Reservation,  you're  worth  waiting  for? 


The  American  Express  Card.  Don't  leave  home  \\  ithtuit  it. 


How  many  companies  J 
nav  dividends  every  year 
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Very  few.  In  fact,  only  seven  other 
NYSE  companies  besides  Diamond 
International  have  paid  dividends 
every  year  for  100  years  or  more- 
out  of  over  1,100  listed  firms. 

And  we  re  positioned  to  set  more 
records  As  a  $1.2  billion-plus  forest* 
'  based  company  Diamond  will  share, 
importantly  in  the,  demand  for  wood 

est  Products  v  Packaging  &  Printing  • 


and  pulp  products  which  could  rise 
over  30%  in  the  next  10  years. 

Some  of  our  growth  is  already/ 
well  underway.  For  example,  our 
consumer  tissue  capacity  has  dou- ■ 
bled  in  the  last  two  years.  So  has  the- 
number  of  Diamond  building  sup- 
plies home  centers— to  over  125 
outlets.  By  1983  their  sales  should 


top  half  a  billion  dollars; 

Check  us  out.  Write  for  our  quar- 
terly and  annual  reports.  Diamond 
International,  733  Third  Avenue, 
New  York,  N.Y  10017. 

Diamond 

^^1^  International 


Pulp  8  Paper  Consumer  Products  •  Building  Materials  S  Home  Supplies  ■  Machinery  Systems 


The  Forbes/ Wilshire  5000  Review 


I'ilshire  5000  DIIA 
00  2000 


'Market  value  of  Wilshire  5000:  - 
$1,350.6  billion  as  of  2/6/81  
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Wilshire  5000  Equity  Index 

All  stocks  with  daily  price  quotations, 
weighted  by  market  value 
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Close-up  On  The  Equity  Markets 


or  a  glimmer  of  hope,  compare  this 
liart  with  the  one  from  our  last  issue, 
hen,  all  the  indexes  were  down 
larply,  and  now  the  ASE  and  the 
lASDAQ  have  shifted — just  barely — 
ito  positive  territory.  What  does  that 
lean?  Despite  the  overall  declines, 
ivestors  just  won't  end  their  love 
[fair  with  small  companies.  That,  un- 
)rtunately,  is  hardly  good  news  for 
le  long  term.  What  the  market  needs 
lost  is  robust  new  leadership  to  set 
le  stage  for  a  real  rally. 


Performance  of  five  leading  indexes 


Wilshire       Dow  Jones     NYSE  ASE  Market  NASDAQ 

5000  industrials     Composite    Value  Index  Composite 


)tc:  All  data  tor  periods  ending  2/6/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calit. 
3RBES,  MARCH  2,  1981 


119 


WhereThe  Action  Is 


It's  clearly  a  ho-hum  market.  The  four-week  results  in 
the  foreground  of  the  chart  are  particularly  lackluster 
because  the  first  few  volatile  trading  days  of  January  have 
now  dropped  out  of  the  comparison  period.  Since  then, 
though  the  averages  have  edged  down,  no  sign  of  any  real 


trend  is  evident.  Share  price,  in  fact,  is  the  only  yardstick 
that  investors  seem  to  be  at  all  discriminating  about. 
Expensive  stocks  have  moved  down  considerably  relative 
to  the  rise  in  the  value  of  cheaper  shares — yet  another  sign 
that  the  over-the-counter  boom  is  still  with  us. 


Stock  performanee  based  on 
five  key  investor  yardsticks 
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*  A  stock's  sensitivity  to  ovetall  market  movement.  High  volatility  issues  have  wide  price  fluctuations;  low  volatility  issues  are  more  stable. 

t  A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates.  

The  energy  selloff  continues,  with  technology  stocks  money  men  think  new  rate  increases  will  benefit  troubled 

nearlyasunpopular.  This  is  profit-taking,  pure  and  simple,  airlines.  Still,  there  is  no  sign  that  investors  have  found 

But  transportation  companies  are  rebounding  nicely — and  new  industry  groups  to  lead  the  market  this  year.  Until 

their  strength  isn't  all  due  to  oil-rich  railroads.  Some  that  happens,  don't  expect  any  major  moves. 


Stock  performance  of  nine  migor  industry  groups 


Capital         Consumer  Consumer 
goods  durables  nondurables 

and  services 


Energy  Finance         Producer       Technology  Transporution  Utilities 

materials 
and  services 


Note:  All  data  tor  periods  ending  2/6/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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TelecommunicatK 
A  big  part  of  the  picture  at  GK 


GK,  we're  involved  in  many  facets  of  telecom- 
jnications,  from  the  development  of  advanced 
ble  designs  for  the  CATV  industry  to  the  instalia- 
n  of  sophisticated  surveillance  systems  for  the 
litary. 

The  accelerating  demand  for  voice,  data  and  , 
:simile  transmission  has  enhanced  our  General 
ible  Company's  position  as  both  a  leader  in  cable-,: 
:hnology  and  a  major  supplier  to  the  indepen- 
mt  telephone  industry  Our  innovations  in  optical 
er  cable  systemsfhave  kept  us  in  the  forefront  of 
ivelopments  and  field  installations  in  this  new 
:hnology. 

That's  where  our  Automation  Industries  plays  a 
le.  Automation's  actively  developing  its  capabil- 
3sjn  fiber  odftic  connectors.  It  also  excels  in. 


related  areas  ranging  from  radar  equipment  for 
tracking  and  weather  reporting  to  intrusion  detec- 
tion equipment. 

Electronic  components  are  an  integral  part  of 
such  systems.  Our  Sprague  Electric  Company  is 
the  leading  U.S.  manufacturer  of  electronic  capaci- 
tors. You'll  find  capacitors  in  telephones,  in  com- 
munication satellites,  and  in  television  sets,  radios 
and  other  communications  equipment. 

At  GK,  we've  got  the  burgeoning  telecommuni- 
cations market  in  focus.  If  you'd  like  to  know  more 
about  our  Company,  our  technology,  and  markets, 
please  write:  GK  Technologies,  Incorporated,  Cor- 
porate Communications,  500  West  Putnam  Ave-? 
nue,  Greenwich,  CT  06830. 

VVe'll  give  you  the  full  picture.         ^  ,    ,    .  . , 


"Out  here"  is  east  central  Wyoming, 
where  water  is  a  precious  commodity 
for  Ufe,  ranching,  agriculture  and  energy.  | 

The  people  of  Panhandle  Eastern 
understood  that,  when  they  began  a 
pioneering  effort  in  synthetic  energy  in 
Wyoming  10  years  ago -specifically 
the  proposal  to  build  a  plant  to  convert 
coal  into  pipeline  quality  gas  for  which 
water  is  a  vital  raw  material.  The  "new" 
La  Prele  Dam  and  Reservoir  (pictured 
above)  is  one  of  Panhandle's  creative 
answers  which  benefits  local  water 
users  and  future  energy  production. 

The  La  Prele  story  began  in  1909 
when  the  dam  was  constructed  to 
provide  irrigation  water.  It  efficiently 
served  local  users  for  many  years.  The 
dam  deteriorated  over  time,  however, 
and  in  the  early  1970s  was  no  longer 
adequate  for  its  purpose.  The  rehabili- 
tation costs  were  far  in  excess  of  local 
resources  and  state  authorities  were 
contemplating  ending  its  use  for  safety 


"Out 


r  i!> 

special-to 
everyone'^ 


easons.  Panhandle  Eastern's  need  for 
water  supply  and  the  need  of  the  local 
rrigation  district  presented  a  marvel- 
lus  opportunity-rehabilitate  the  dam 
nd  restore  its  holding  capacity  which 
ould  provide  water  for  irrigation  and 
nergy.  That  is  exactly  what  has  been 
ccomplished.  Panhandle  Eastern  facili- 
ated  the  financing  of  the  reconstruction 
if  the  dam  with  a  long-term  water  pur- 
hasecontract  assuring  repayment  of  the 
Linds  involved.  Ranchers  and  farmers 
low  have  a  more  reliable  source  of 
rrigation  at  no  additional  cost  to  them. 

Here  is  how  rancher  Bill  Barber 
lescribes  the  project: 

Panhandle  needed  water  and  the  ranchers 
eeded  water.  Together  we  worked  it  out- 
nd  in  the  long  run  we'll  provide  more  food 
nd  more  energy  for  the  country. " 

La  Prele  is  just  one  illustration  of 
nnovation  at  Panhandle  Eastern,  one 
i  the  nation's  major  energy  companies. 


working  hard  today  to  contribute  to 
America's  energy  future  in  natural  gas 
transmission,  oil  and  gas  exploration 
and  production,  contract  drilling  and, 
here  in  Wyoming,  synthetic  energy 
converted  from  abundant  coal  reserves. 
Not  all  the  problems  associated  with 
coal  gasification  have  been  resolved,  but 
we  are  well  on  the  way  to  making  this 
another  important  source  of  domestic 
energy  in  this  decade. 

For  the  complete  story  of  Panhandle 
Eastern,  send  for  our  1980  Annual  Re- 
port which  will  be  published  in  March. 
Address:  Corporate  Communications, 
P  O.  Box  1642,  Houston,  Texas  77001. 

Panhandle 

Eastern  PIPE  LINE  COMPANY 

NYSE  Stock  Symbol-PEL  ♦  Newspaper  Usting-PanEP 


TRUNKLINE  GAS  COMPANY/ ANADARKO  PRODUCTION  COMPANY/ 
RAN  EASTERN  EXPLORATION  COMPANY/DIXILYN-FIELD 
DRILLING  COMPANY/TRUNKLINE  LNG  CO./WYCOALGAS,  INC./ 
AURORA  INDUSTRIES,  INC/NATIONAL  HELIUM  CORPORATION/ 
CENTURY  REFINING  COMPANY/Y  &  O  COAL  COMPANY 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 

$150,000,000 

Honeywell  Inc. 

14V8%  Sinking  Fund  Debentures  Due  2011 

Interest  payable  August  1  and  Februnry  1 


Price  99V8%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

BL  YTH  EASTMAN  PAINE  WEBBER  THE  FIRST  BOSTON  CORPORATION 

Incorporated 

GOLDMAN,  SACHS  &  CO.  MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

SALOMON  BROTHERS  WARBURG  PARIBAS  BECKER 

Incorporated 

BACHE  HALSEY  STUART  SHIELDS         BEAR, STEARNS  &  CO.        DILLON, READ     CO.  INC. 

Incorporated 

DONALDSON,  LUFKIN  &  JENRETTE  DREXEL  BURNHAM  LAMBERT 

Securities  Corporation  incorporated 

E.F.HUTTON  &  COMPANY  INC.  KIDDER, PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

L.  F.  ROTHSCHILD,  UNTERBERG,  TOW  BIN  SHE  ARSON  LOEB  RHOADES  INC. 

SMITH  BARNEY,  HARRIS  UPHAM& CO.      WERTHEIM  &  CO.,  INC.     DEAN  WITTER  REYNOLDS  INC. 

Incorporated 

DAIN  BOSWORTH  PIPER,  JAFFRA  Y  &  HOPWOOD 

Incorporated  Incorporated 

January  29, 1981 


Capital  Markets 


MONE>  &  INVESTMENTS 


^he  analysts  thought  the  economy  would 
alter  and  the  Fed  would  ease  its  fight 
igainst  inflation.  They  were  wrong. 

MN*T  CATCH 
"PEAK  FEVER" 


By  Ben  Weberman 


Today's  fixed-in- 
come markets  rush 
through  cycles  that 
tend  to  present 
enormous  profit  po- 
tential. What  I  can't 
understand  is  why 
so  many  profession- 
als consistently  take 
the  wrong  tack.  Ev- 
ery three  months, 
bey  get  a  disease  called  "peak  fever." 
1  an  acute  attack,  a  portfolio  man- 
ger really  believes  that  if  he  doesn't 
lace  orders  immediately,  he'll  miss 
nce-in-a-lifetime  opportunities. 
Symptoms  were  rampant  in  Decem- 
er,  and  another  epidemic  should  hit 
Don.  In  year-end  rallies,  short-term 
ites  such  as  those  for  large-denomina- 
lon  three-month  negotiable  CDs 
lunged  from  20%  in  mid-December 
3  17.25%  by  mid-January.  At  the 
ame  time,  long-term  Treasury  bond 
ields  fell  from  12.75%  to  11.75%. 
What  brought  on  that  peak  fever? 
lany  analysts  believed  that  the  econ- 
my  would  falter  in  the  first  half  of 
981.  They  also  expected  the  Federal 
.eserve  to  ease  its  resistance  to  infla- 
lon,  which  brings  high  interest  rates, 
nd  to  shift  to  fighting  a  slowdown,  a 
trategy  that  brings  low  interest  rates, 
'he  speculators,  however,  underesti- 
lated  the  staying  power  of  Federal 
eserve  Board  Chairman  Paul  Volcker 
nd  his  associates.  The  Fed  is  fighting 
iflation  today,  and  will  continue  re- 
ardless  of  the  consequences. 
That  persistence  and  an  unexpect- 
dly  strong  economy  brought  interest 
ites  back  up  toward  their  December 
ighs  by  early  February.  Deluded  bond 
uyers  had  their  hopes  on  a  new  easy- 
loney  policy  because  of  a  vacillating 
;deral  funds  rate  (the  benchmark 
vernight  charge  for  money)  set  by 
ne  central  bank.  When  on  occasion  it 

2n  Weberman  is  economics  editor  of  Forbes 
agazine. 


dropped  from  20%  to  18%,  after  a 
four-month  uninterrupted  rise  from 
9%  in  August,  that  was  misinterpret- 
ed as  Fed  waffling.  Not  so. 

The  Treasury  borrowed  $8.5  billion 
in  late  January  at  yields  lower  than 
experts  anticipated.  The  euphoria  was 
short-lived.  Data  soon  showed  that 
the  economy  was  strong  for  the 
month  and  would  set  a  fast  pace  in 
February.  So  much  for  the  projections 
of  a  first-quarter  decline. 

The  markets  today  are  plagued  by 
similar  misunderstandings.  Interest 
rates  have  been  rising  since  mid-Janu- 
ary, and  now  many  yields  are  pushing 
peaks  set  three  months  ago.  But  a 
slippage  of  federal  funds  from  20%  to 
as  low  as  16%  has  all  the  signs  of 
prompting  another  peak-fever  out- 
break. Falling  interest  rates  mean  ris- 
ing prices  for  fixed-income  securities. 

I  worry  that  investors  will  be  sucked 
into  fixed-income  securities  now  that 
yields  are  back  at  December  peaks.  Few 
people  realize  that  the  December  and 
March  markets  are  influenced  heavily 
by  interest-rate  futures  trading.  This 
may  be  what  is  really  behind  those 
regular  bouts  of  peak  fever;  novice 
traders  get  the  impression  that  long- 
term  bonds  are  really  rallying. 

Here's  how  that  happens.  Begin- 
ning in  September,  speculators  saw  an 
arbitrage  opportunity  involving  high- 
coupon  Treasury  bonds  and  futures 
contracts  on  the  Chicago  Board  of 
Trade.  The  game  worked  then  using 
the  December  1980  bond  contract.  It 
should  work  again,  for  example,  by 
buying  the  12y4  bond  of  2010,  and 
selling  the  March  1981  T-bond  con- 
tract, which  calls  for  delivery  of  the 
equivalent  of  a  standard  8%,  20-year 
bond.  With  a  little  bit  of  luck,  the 
difference  between  the  net  cost  of  car- 
rying the  bond  and  the  premium  from 
the  futures  contract  will  return  a  gen- 
erous profit. 

People  regularly  gamble  on  such  a 
spread — to  the  point,  for  example, 
that  there  is  now  $4.4  billion  open 
interest  in  that  March  bond  contract. 


But  most  of  the  bonds  behind  these 
contracts  are  in  the  hands  of  specula- 
tors who  do  not  intend  to  hold  the 
securities  for  a  long  period.  They  are 
"weak"  ownership  in  contrast  to  the 
"strong"  positions  of  traditional  in- 
vestors. Thus,  in  December,  many 
bonds  came  on  the  market  as  that 
month's  futures  contracts  were  being 
settled.  A  similar  pattern  should  recur 
when  the  March  contract  comes  due. 
As  a  result,  bond  prices  will  fall  and 
interest  will  rise  until  midmonth. 
After  selling  of  the  cash  bond  dries  up, 
prices  will  rise  and  interest  will  fall. 

Last  December  that  fooled  many 
bond  buyers.  They  saw  the  start  of  a 
sizable  rally  and  quickly  placed  orders 
to  buy,  with  the  hope  of  backing  into 
record  interest  rates.  Because  futures 
contracts  expire  every  three  months, 
they  will  soon  perceive  the  same 
opportunity. 

Don't  be  misled.  March  yields  on 
long-term  bonds  will  be  attractive, 
and  it  may  look  to  all  the  world  like  a 
real  rally  is  upon  us.  But  the  false 
boom  will  be  short.  The  market  faces 
an  enormous  Treasury  deficit — $36 
billion  in  cash  will  be  needed  between 
January  and  March.  Beyond  that, 
there  are  off-budget  and  agency  fin- 
ancings and  the  normal  plate  of  corpo- 
rate borrowings. 

At  the  same  time,  short-term  infla- 
tion rates  will  be  abnormally  high  be- 
cause of  oil  decontrol.  Those  rising 
energy  costs  will  spill  over  into  heat- 
ing, food  processing,  transportation — 
just  about  everything  we  do.  Yet,  the 
economy  will  continue  to  mamtain 
surprising  strength,  once  again  push- 
ing back  the  onset  of  a  recession.  And 
the  Fed  will  stick  with  its  vigorous 
anti-inflation  policy. 

That  means  the  short-term  federal 
funds  rate,  which  traded  to  a  high  of 
20%  early  this  year,  should  remain 
within  a  15%  to  20%  range  through 
June.  This  is  in  marked  contrast  to 
the  second  quarter  of  last  year,  when 
funds  fell  from  19%  to  9%  in  two 
months,  but  that  collapse  will  not  re- 
cur. We  will  not  have  a  second-quarter 
9.6%  decline  m  real  GNP  in  1981. 

So  don't  catch  peak  fever  and  rush 
into  the  rallying  mid-March  market 
to  grab  up  all  the  long-term  bonds  you 
can  afford.  Be  patient.  There  will  be 
an  advantage  of  several  percentage 
points  in  sticking  with  money  market 
funds  or  other  short-term  invest- 
ments until  April  or  May.  Then  the 
reaction  to  the  false  March  will  bring 
really  high  rates — perhaps  for  the  last 
time — before  the  U.S.  starts  to  make 
real  progress  fighting  inflation.  ■ 
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Stock  Comment 


M( )NK\  &  IN VKS^rMENTS 


If  the  market  declines  early  this  year,  and 
particularly  if  it  breaks  through  the  Novem- 
ber/December lows,  it  will  be  a  down  year. 

A  TINGE  OF 
DEFLATION 


By  Heinz  H.  Biel 


Many  reasons  have 
been  cited  for  the 
45%  year-to-year 
drop  in  the  price  of 
faM«^^*^l|  gold.  They  all  have 
\> '  '  V^^'^lB  some  validity.  How- 
ever, the  cardinal 
reason  is  that  there 
may  be  better  things 
to  do  with  money 
than  to  own  gold, 
which  costs  20%  a  year  or  more  to 
carry,  especially  when  a  serious  credit 
crunch  could  be  in  the  making. 

Of  course,  if  you  believe  that 
doomsday  is  just  around  the  comer 
and  that  our  inflation  is  about  to  get 
completely  out  of  hand,  even  an  exor- 
bitant carrying  cost  would  not  deter  a 
fear-ndden  investor.  That  was  the  at- 
titude of  many  people  a  year  ago.  To- 
day the  climate  is  different.  There  is  a 
whiff  of  deflation  in  the  air.  It  is  not 
that  our  expectation  of  further  infla- 
tion has  gone  away  altogether.  Cer- 
tainly not,  but  one  does  get  the  im- 
pression that  the  Reagan  Admii^istra- 
tion  is  determined  to  get  it  Under 
control.  ,  ; 

No  one  can  tell  whether  anUihow 
soon  these  efforts  will  show  visjble 
success,  but  what  matters  mosx  at 
this  juncture  is  the  psychological  im- 
pact. If  people  expect  inflation  to  less- 
en, they  will  be  less  inclined  to  specu- 
late on  its  worsening.  They  may  no 
longer  believe  it  safe  to  borrow  (and 
spend)  in  the  expectation  that  such 
debt  will  be  paid  off  in  sharply  depre- 
ciating dollars. 

It  remains  to  be  seen,  not  only 
whether  the  new  Administration  will 
persist  in  its  efforts  at  frugality,  but 
whether  Congress  will  go  along  with 
it.  We  should  have  no  illusion  that  the 
necessary  belt  tightening  can  be  done 
without  possible  severe  pain,  and  in- 
flicting such  pain  is  not  one  of  a  politi- 

Heinz  H  Biel  is  a  vice  president  of  the  jWSE 
firm  of  Jcmne-y  Montgomery  Scott 


Clan's  favorite  occupations. 

Not  surprisingly,  the  stock  market 
has  taken  a  sober  attitude  so  far  this 
year.  Technical  analysts,  who  keep 
track  of  such  things,  say  that  if  the 
market  declines  early  in  the  year,  and 
particularly  if  it  breaks  through  the 
November/December  lows,  as  some 
of  the  broad-based  averages  have  al- 
ready done,  it  will  be  a  down  year. 
This  would  confirm  the  historical 
record  that  the  stock  market  usually 
declines  in  the  first  year  of  a  Republi- 
can presidency. 

Neither  Wall  Street  nor  investors 
like  to  see  stock  prices  go  down, 
which  is  understandable,  if  you  only 
look  at  what  you  already  own.  How- 
ever, there  is  a  brighter  side  to  the 
coin,  namely  the  opportunity  to  buy 
the  stocks  you  would  like  to  own  at 
more  attractive  prices.  A  huge 
amount  of  money  is  awaiting  the 
market  in  bank  certificates  of  deposit 
and  Treasury  bills.  The  money  funds 
alone  now  hold  more  than  $86  billion 
of  strictly  temporary  investments. 
Some  of  these  large  liquid  reserves  are 
sure  to  wind  up  in  equities,  when  the 
time  comes. 

While  the  Dow  Jones  industrials  are 
down  only  about  7%  from  their  recent 
high  of  over  1000,  many  stocks,  in- 
cluding some  that  have  been  on  my 
favored  list,  have  had  a  far  larger  cor- 
rection. Here  are  a  few  examples: 

1980  Recent 
Company  high      low  Decline 

De  Beers  12%        8  36.6% 

Engelhard  GA-Vs  44%  31.0  • 

General  Instr  99%  TOV*  29.6 

Gulf  Oil  54 V2  37%  31.0 

Texas  Instru  ISO'A  107y8  28.6 

Union  Pacific  96'/4  67%  29.6 

There  is  nothing  "wrong"  with  any 
of  them.  They  have  gone  up  too  far  too 
fast  and  were  inviting  the  realization 
of  capital  gains  as  soon  as  the  applica- 
ble taxes  fell  into  the  1981  tax  year. 
The  mere  fact  that  they  are  down  as 
much  as  30%  from  their  peaks  makes 
them  more  rather  than  less  attractive. 

A  while  ago  it  was  thought  that  the 


RCA  Corj)  (28)  had  at  long  last  solved 
its  management  problems.  That  was 
the  gist  of  the  Forbes  cover  last  Octo- 
ber. Then,  to  the  great  surprise  of  just 
about  everyone,  Ed  Griffiths,  the 
CEO,  who  was  to  pull  it  all  together, 
quit.  His  successor,  Thornton  Brad- 
shaw,  who  had  been  president  of  At- 
lantic Richfield  and  an  RCA  director 
for  many  years,  is  eminently  quali- 
fied, but  now  one  wonders  how  long 
he  will  stay. 

Continuity  of  management  is  im- 
portant, especially  for  a  broadly  diver- 
sified company  like  RCA.  However, 
RCA  did  become  a  better  and  stronger 
company  under  Griffiths.  The  NBC 
division,  which  did  poorly  in  1980 
because  of  the  loss  of  the  Moscow 
Olympics  and  the  costly  election  year 
coverage,  is  likely  to  show  greatly  im- 
proved results  this  year.  For  RCA  as  a 
whole,  earnings  in  1981  should  recov- 
er from  the  depressed  level  of  $3.35  a 
share  last  year  to  about  $3.75.  With 
dividends  of  at  least  $1.80  a  share, 
RCA  stock  represents  good  value,  de- 
spite the  management  upheaval.  I 
consider  it  a  stronghold  if  not  Sihuy. 

When  President  Reagan  decided  to 
decontrol  oil  immediately  rather  than 
wait  for  the  scheduled  expiration  date 
of  Oct.  1,  we  saw  once  again  that  the 
joy  of  anticipation  may  at  times  be 
greater  than  the  joy  of  realization. 
Some  of  the  very  best  oil  stocks — 
Stcuuictrd  Oil  of  Indiana ,  for  instance — 
took  a  tumble  of  major  proportions 
over  30%.  This  is  dismaying  for  a 
holder  of  these  stocks,  especially  it 
they  were  bought  at  peak  prices, 
which  were  indeed  a  bit  steep.  If  you 
want  to  take  a  short-term  loss  for 
future  tax  purposes,  do  so,  but  stay 
within  the  group  and  simply  switch 
from  one  to  another,  say  from  Sit)i  Co. 
to  Cities  SeiTice,  or  vice  versa. 

Income-hungry  investors  should 
avoid  being  lured  into  high-yielding 
electric  utilities,  which  cannot  afford 
to  pay  their  present  dividends  and 
even  less  to  raise  them,  as  they  must 
if  they  want  to  sell  more  common 
shares  to  raise  desperately  needed 
funds.  One  exception  is  Con  Edison 
(23),  whose  financial  ratios  are  just 
about  the  best  in  the  industry.  It  has 
not  done  any  bond  or  stock  financing 
in  seven  years  and  won't  need  any  in 
the  foreseeable  future.  Con  Ed's  com 
mon  stock  equity  now  exceeds  its 
long-term  debt,  unique  among  major 
electric  utilities.  The  present  divi- 
dend rate  of  $2.96  provides  a  12.7% 
return.  Otherwise  stick  to  two-  toi 
three-year  U.S.  Treasury  notes,  yield 
ing  around  13%.  ■ 
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lok  as  must  reading  for 
ery  interested  member 
the  American  public." 

CONOMIC  PROGRESS  ...  . 
S  EVERYBODTS  BUSINESS' 


by  Dr  Richard  L.  Lesher 

is  a  book  to  learn  from: 
U.S.  Chamber  of 
Commerce  President, 
Richard  Lesher,  has  a 
deep  commitment  to  the 
principles  of  free  market 
economics.  His  keen  logic 
is  reflected  in  the  way  he 
assesses  what  we  can  do 
to  revitalize  progress, 
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/  think  I  have  a  fairly  good  idea  where  Mr. 
Reagan  and  his  team  are  coming  from — 
and  where  they  hope  to  go. 

HE  THINKS  HE  CAN, 
HE  THINKS  HE  CAN 


By  Ann  C.  Brown 


My  generation 
grew  up  on  a  chil- 
dren's book  entitled 
The  Little  Engine  That 
Could — read  to  me 
first  by  parents  of  a 
generation  that  not 
only  thought  they 
could  but,  for  the 
most  part,  did.  That 
generation  is  Mr. 
Reagan's,  and  most  of  his  closest  ad- 
visers are  either  near  his  age,  or  my 
age  plus  several  years.  Undoubtedly, 
many  of  them  remember  the  doughty 
little  steam  engine  that  volunteered  to 
drag  a  very  long  train  up  a  very  long 
hill  when  another,  bigger  engine 
broke  down.  For  the  benefit  of  those 
column  readers  who  missed  this  liter- 
ary masterpiece,  the  little  engine, 
after  much  huffing  and  puffing,  even- 
tually made  the  grade. 

With  this  story  in  mind,  I  think  I 
have  a  fairly  good  idea  where  Mr.  Rea- 
gan and  his  team  are  coming  from — 
and  where  they  hope  to  go.  The  ques- 
tion is  can  they  make  believers  out  of 
millions  of  cynical  ex-baby  boomers. 
That  generation's  introduction  to 
politics  and  government  began  with 
the  Kennedy  and  King  assassinations, 
and  continued  through  the  no-win 
Vietnam  War  and  Watergate.  Since 
reaching  maturity,  those  persons  bom 
after  1945  have  been  witness  to  a  con- 
stant and  worsening  inflation  with  its 
resultant  high  interest  rates  and  low- 
ered lifestyle  expectations.  In  addi- 
tion, they  have  watched  the  rise  in 
crime  and  the  fall  in  punishment,  in- 
creasing international  unrest  and  the 
creeping  involvement  of  federal,  state 
and  local  government  into  virtually 
every  area  of  everyday  life. 

It  is  small  wonder  that  apathy  and 
skepticism  are  rife.  For  nearly  60%  of 

Ann  C.  Broun  is  executive  vice  president  of  the 
New  York  investment firm  of  Melhado,  Flynn  & 
Associates. 


the  U.S.  population  there  never  has 
been  a  symbolic  little  engine  that 
could.  Even  if  there  were  one,  most  of 
our  younger  citizens  would  expect  the 
engine's  wheels  to  be  ripped  off  and 
the  smokestack  to  be  so  loaded  with 
energy-sapping,  antipollution  devices 
that  it  couldn't  move  and  would  have 
to  apply  for  Aid  to  Independent  Haul- 
ers. Enter  now  a  new  chief  engineer 
and  crew  who  appear  grimly  deter- 
mined to  get  America  back  on  the 
track.  All  I  can  say  is,  "I  hope  they 
can,  I  hope  they  can." 

It  is  this  struggle  between  the  confi- 
dent and  the  doubters  that  has  tempo- 
rarily thrown  the  stock  market  into 
neutral.  Mr.  Reagan  began  his  term  in 
office  amid  economic  uncertainty  and 
emotional  euphoria.  Patriotic  rhetoric 
was  neatly  packaged  and  tied  with 
yellow  ribbons.  At  that  moment  the 
world  was  relatively  quiet,  but  the 
Middle  East  still  simmers,  relations 
with  Russia  are  beginning  to  boil  and 
Poland  could  blow  at  any  minute.  The 
first  foreign-affairs  shoe  has  yet  to 
drop,  and  the  government's  response 
will  be  closely  monitored. 

Meanwhile,  back  at  the  domestic 
ranch,  it  looks  like  the  campaign 
promises  have  some  chance  of  being 
kept.  Hardly  a  day  goes  by  without  a 
cut  of  one  kind  or  another,  a  freeze  or 
a  deregulation.  Although  many  of  the 
proposed  measures  will  require  con- 
gressional approval,  the  outlook  for 
success  appears  better  than  50-50. 
These  are  encouraging  odds  for  busi- 
ness in  general  and  for  selected  stocks 
in  particular. 

In  the  last  issue  of  Forbes,  I  recom- 
mended a  number  of  oil  stocks  that  I 
thought  stood  to  gain  from  an  early 
decontrol  of  crude,  which  happened 
even  sooner  than  I  thought.  This  ac- 
tion prompted  me  to  consult  my  oil 
service  stock  specialist  for  his  views 
on  this  group,  which  also  was  expect- 
ed to  do  well  in  this  freed-at-last  mar- 
ket. In  brief,  U.S.  drilling  expenditures 
are  expected  to  more  than  quadruple 
in  the  next  five  years;  the  average  oil 
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jrvice  company  s  margins  are  pro- 
cted  to  expand,  and  profits  to  grow 
:  more  than  a  30%  annual  rate  be- 
veen  now  and  1985.  While  contin- 
ed  good  earnings  should  come  from 
aker  International,  Schlumberger, 
mith  International,  Parker  Drilling, 
etrolane,  Geosource,  Noble  Affiliates 
id  Halliburton — all  previously  rec- 
mmended  over  the  past  few  years  in 
lis  column — the  two  major  compa- 
ies  our  expert  singles  out  for  pur- 
lase  at  current  prices  SiieHugbes  Tool 
7)  andA'Z  Industries  (63).  Like  many 
:  last  year's  energy-related  winners, 
le  prices  of  both  these  stocks  are 
Dwn  noticeably  from  their  recent  52- 
eek  highs. 

Hughes  Tool  is  coining  it  because  of 
le  extremely  tight  rock-bit  market, 
nee  land  rigs  in  the  field  have  in- 
eased  from  around  2,200  in  1979  to 
1  estimated  3,000  to  3,200  now  or 
)on  to  be  in  place.  In  addition, 
ughes  Tool's  joint  business  is  turn- 
ig  around,  and  the  company  should 
:ofit  over  the  longer  term  from  its 
cent  diversification  into  drilling 
uids,  downhole  tools  and  electric 
amps,  used  in  secondary  recovery 
'ojects.  For  the  year  just  ended, 
ughes  Tool  reported  adjusted  per- 
lare  earnings  of  $5.27,  up  from  $3.88 
I  1979.  Looking  ahead,  $7.20  per 
lare  may  be  possible  for  this  year, 
id  perhaps  as  much  as  $9.70  in  1982. 
he  company  has  consistently  raised 
s  dividend  by  25%  or  more  over  the 
ist  several  years,  and  this  year 
lould  prove  to  be  no  exception. 
NL  Industries  was,  and  still  is,  fa- 
ous  for  its  drilling  muds.  However, 
,^er  the  past  few  years,  the  company 
IS  diversified  into  almost  all  areas  of 
illing  services,  from  wire-line  work 
1  workovers.  Today  over  80%  of  the 
)mpany's  earnings  come  from  oil- 
;ld-related  products  and  services  and 
le  company  continues  to  divest  itself 
its  less  profitable  businesses.  Man- 
;ement  seems  to  know  where  it's 
)ing  and  to  be  dedicated  to  getting 
lere  as  soon  as  possible.  In  1980  NL 
dustries  earned  $4.94  per  share,  up 
ibstantially  from  the  $3.36  ($2.48  he- 
re accounting  change)  reported  for 
>79.  This  year,  the  company  could 
low  earnings  in  the  range  of  $6  to 
).25  per  share,  and  in  1982  $8.25 
ay  be  attainable. 

If  you're  looking  for  a  couple  of 
nailer,  more  aggressive  and  riskier 
ocks  in  this  area,  look  at  Nicklos  Oil 
Gas  (24)  and  Unit  Drilling  &  Explora- 
m  (23).  Two  very  interesting  situa- 
ans — but  definitely  for  the  nerves- 
-steel  set.  ■ 


302nd  COMMON  DIVIDEND 

A  regular  dividend  of  One  Dollar  and  Fifty  Five  Cents  ($1.55) 
per  share  has  been  declared  upon  the  Common  Stock  of 
American  Brands,  Inc.,  payable  in  cash  on  March  2,  1981, 
to  stockholders  of  record  at  the  close  of  business 
February  5,  1981.  Checks  will  be  mailed. 
C.  A.  Mehos,  Executive  Vice-President  &  Chief  Financial  Officer 

January  27, 1981 
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F\ieblo,Colorado  OnThe  Map. 


For  years  Pueblo  remained  uncharted  and 
unknown. 

Then,  suddenly,the  secret  was  out.  Pueblo  is  the  city 
that  sends  out  the  free  Consumer  Information  Catalog. 
Now  everyone  knows. 

And  now  everyone  can  send  for  their  very  own  copy 
of  the  Consumer  Information  Catalog.  The  new  edition 
lists  over  200  helpful  Federal  publications,  more  than 
half  of  them  free.  Publications  that  could  help  with— 
money  management,  car  care,  housing  hints,  growing 
gardens,  food  facts.  All  kinds  of  consumer  information. 

Get  your  copy  now.  Send  us  your  name  and  address 
on  a  postcard.  Write: 

CONSUMER  IHFORMATIOH  <:EHTER,DEPr.  G, 
PUEBLO,  C01DR/UK7  8J009 

General  Services  Administration 
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Over  the  next  five  years,  the  defense  compa- 
nies will  be  the  main  beneficiaries  of  in- 
creased federal  spending. 

TIDAL  WAVE 


By  Richard  B.  Hoey 


Federal  spending 
on  defense  should  be 
surging  through  the 
U.S.  economy  over 
the  next  five  years. 
While  some  of  these 
funds  will  be  used 
for  military  pay, 
there  is  also  likely  to 
be  a  surge  in  mili- 
tary procurement. 
One  of  the  simplest  investment 
strategies  over  the  last  25  years  vjsls  to 
exploit  the  major  tidal  waves  of  feder- 
al spending.  You  may  remember  ma- 
jor group  moves  in  such  industries  as 
housing,  defense,  high-technology 
electronics  and  health  care  during  pe- 
riods when  federal  funding  for  these 
sectors  soared.  Over  the  next  five 
years,  the  defense  companies  will  be 
the  main  beneficiaries  of  increased 
federal  spending. 

There  is  a  high  probability  thatTWc- 
Domiell  Douglas  (44)  will  experience  a 
powerful  surge  of  revenues  and  earn- 
ings over  the  next  several  years.  Per- 
share  earnings  were  $3.65  in  1980, 
and  should  rise  to  about  $5.75  in  1981 
and  $6.25  in  1982,  before  surging  to 
roughly  $12  in  1984. 

Military  sales  are  now  about  55%  of 
revenues,  but  should  represent  two- 
thirds  of  revenues  by  1984.  The  pros- 
pect for  the  company's  commercial 
aircraft  business  is  for  a  gradual  nar- 
rowing of  its  losses.  The  outlook  for 
Its  wide-body  DC- 10  remains  trou- 
bled, but  demand  for  its  narrow-body 
DC-9  should  remain  strong. 

There  are  two  key  risks  in  McDon- 
nell Douglas.  First,  any  decision  to 
proceed  with  a  new  DC-XX  commer- 
cial airline  could  entail  development 
costs  of  $2  billion  to  $3  billion  for  the 
company,  and  penalize  earnings  for 
several  years.  Second,  procurement 

Richard  B  Hoey  is  a  vice  president,  economist 
and  investment  strategist  at  Bacbe  Halsey 
Stuart  Shields. 


plans  for  the  Navy's  F/A-18  fighter 
could  possibly  come  under  sharp  at- 
tack in  1981. 

The  cash  flow  of  McDonnell  Doug- 
las dropped  sharply  during  1980,  re- 
ducing cash  reserves  and  triggering  a 
substantial  increase  in  borrowing. 
Cash  flows  should  rebound  in  1981  as 
start-up  costs  on  several  aircraft  pro- 
grams begin  to  ease. 

The  dynamic  phase  of  sales  and 
earnings  growth  for  the  company  is 
not  the  rebound  in  earnings  expected 
in  1981  and  1982,  but  rather  the  pow- 
erful growth  that  should  occur  in  1 983 
and  1984.  We  recommend  purchase 
on  the  thesis  that  investors  will  begin 
to  discount  this  earnings  surge  as  the 
military  procurement  plans  of  the 
Reagan  Administration  become  more 
clearly  defined. 

The  consumer  sector  has  been  out 
of  favor  with  investors  recently,  and 
the  price/earnings  multiples  of  the  ap- 
parel stocks  reflect  this.  But  we're  fa- 
vorably disposed  toward  VI7rtA7/«to  (17). 
On  a  fully  diluted  basis,  this  major 
apparel  company  earned  $2.93  in 
1979,  $3.42  in  1980,  and  should  earn 
about  $4.05  in  1981.  The  stock  is  sell- 
ing for  about  5  times  1980  earnings 
and  slightly  over  4  times  projected 
1981  earnings. 

Warnaco  appears  to  have  engi- 
neered a  turnaround  from  the  dismal 
results  of  the  mid-1970s.  It  has  aban- 
doned or  sold  unprofitable  lines  and 
now  has  an  attractive  business  mix. 

Earnings  growth  should  reach  or  ex- 
ceed 15%  over  the  next  several  years. 
Dividends  were  resumed  in  mid- 1979 
and  should  continue  to  increase  over 
the  next  several  years.  We  recom- 
mend purchase. 

Beneficial  Corp.  (20)  looks  attractive 
as  a  total-return  stock.  It  yields  10% 
on  its  $2  dividend,  and  some  capital 
appreciation  is  a  reasonable  expecta- 
tion as  interest  rates  drop.  The  com- 
pany's earnings  dropped  from  $4.24  in 
1979  to  $3.45  in  1980,  but  should  re- 
bound to  about  $4.45  in  1981. 

Monsanto  (70)  reported  only  about 


$4  in  earnings  in  1980,  reflecting  op- 
erating earnings  near  $7  and  writeoffs 
near  $3.  This  will  be  down  from  $9  03 
in  1979.  But  1981  earnings  are  likely 
to  rebound  to  roughly  $12,  with  1983 
estimated  earnings  near  $20. 

There  are  two  basic  reasons  why 
such  powerful  earnings  gains  are  like- 
ly for  Monsanto.  First,  its  agricultural 
products  business  is  a  solidly  profit- 
able growth  business  where  pretax  op- 
erating income  should  grow  at  a  17% 
annual  rate  over  the  next  three  years. 
Second,  other  segments  of  its  chemi- 
cal business  should  show  a  sharp  cy- 
clical improvement  from  losses  in 
1980  to  strong  profits  in  1982  and 
1983.  Monsanto  is  currently  selling 
for  about  6  times  estimated  1981 
earnings  and  about  3.5  times  estimat- 
ed 1983  earnings. 

Stauffer  Chemical  (25)  is  another  ma- 
jor beneficiary  of  agricultural  chemi- 
cals, plus  a  cyclical  improvement  in 
other  chemical  businesses.  Reported 
earnings  per  share  for  1980  were 
$3.11,  reflecting  $2.77  of  operating 
earnings  and  34  cents  of  writeoffs. 
Earnings  per  share  should  rise  to  $3.60 
in  1981  and  $4.75  in  1982. 

The  company's  agricultural  chemi- 
cal earnings  should  rise  by  35%  to 
40%  in  1981.  They  would  then  ac- 
count for  42%  of  operating  earnings. 
Large  losses  in  its  plastics  business 
have  depressed  operating  earnings  in 
recent  years,  notably  by  about  $1  per 
share  in  1980.  The  company  is  in  the 
process  of  disposing  of  several  unprof- 
itable or  marginal  operations.  We  ex- 
pect that  the  losses  in  the  plastics 
business  should  be  eliminated  by 
about  1982. 

Stauffer  Chemical  should  have  the 
potential  to  record  12%  to  15% 
growth  in  sales  and  eamings  over  the 
next  half  decade.  We  feel  that  the 
stock  is  attractive  at  current  levels. 

If  you  have  nerves  of  steel  and  the 
courage  of  a  mountain  lion,  you  might 
begin  to  accumulate  Amdahl  (27). 
Technology  stocks  have  been  weak  in 
recent  weeks,  and  the  graveyards  and 
back  alleys  of  the  stock  market  are 
littered  with  the  remains  of  compa- 
nies that  tried  to  take  on  IBM.  But  if 
things  break  right  for  Amdahl,  this 
company  has  a  shot  at  a  tenfold  in- 
crease in  its  1980  earnings  of  80  cents, 
to  $7  to  $8  by  1984. 

Amdahl  competes  head  to  head 
with  IBM  in  large-scale  computers. 
'\  The  company's  new  uniprocessor 
5860  is  scheduled  to  be  introduced  in 
the  spring  of  1982.  If  this  new  product 
is  successful,  sales  and  earnings 
should  surge  in  1983  and  1984.  ■ 
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As  a  general  rule,  the  time  to  buy  a  good 
fund  is  when  its  particular  technique  has 
been  out  of favor  for  a  year  or  two. 

A  SMART  FUND 
REVISITED 


By  John  Tram 


Over  the  years,  I 
have  been  im- 
pressed v^ith  the 
stock-picking  skills 
of  Source  Capital,  a 
closed-end  invest- 
ment company  in 
Los  Angeles.  The 
fund  now  sells  at  a 
15%  discount  from 
Its  underlying  asset 
value.  Source  looks  for  undervalued 
issues,  which  are  often  found  in  un- 
popular industries.  It  can  thus  get  left 
behind  when  the  market  tears  off 
after  a  specialized  enthusiasm,  as  it 
did,  for  example,  last  year  after  the 
energy  and  technology  stocks.  Also, 
1980  was  a  year  in  which  high-multi- 
ple stocks  outperformed  the  low-mul- 
tiple issues.  (The  T.  Rowe  Price  New 
Horizon  Fund's  multiple  is  now  about 
twice  the  S&P's — close  to  its  alltime 
premium.)  As  a  general  rule,  though, 
the  time  to  buy  a  good  fund  is  when 
its  particular  technique  has  been  out 
of  favor  for  a  year  or  two.  Underper- 
formance  in  the  recent  past  sets  the 
stage  for  a  catchup  in  the  future.  That 
could  well  be  true  here,  and  Source's 
discount  from  breakup  value  is  money 
in  your  pocket. 

President  George  Michaelis  seeks 
out  companies  that  are  doing  unusu- 
ally well  and  are  likely  to  continue 
to  do  so  in  the  future.  He  then  looks 
to  buy  them  when  they  are  offered 
at  lower  multiples  than  the  general 
market.  A  few  years  ago  this  was  an 
easy  task,  but  now,  as  the  opportuni- 
ties are  being  more  carefully  picked 
over,  he  finds  it  harder.  It's  still  pos- 
sible, however,  to  identify  these 
"spreads"  of  superior  value  com- 
bined with  low  price. 

Michaelis   considers  Illinois  Tool 

John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  the  autfx>r  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 


Works  to  be  one  of  the  best  bargains 
around,  and  he  has  been  buying  re- 
cently. He  describes  it  as  a  mini-3M, 
in  the  sense  that  its  growth  is  almost 
entirely  through  internal  product  de- 
velopment. With  less  than  $500  mil- 
lion in  revenues,  it  is  one  of  the  coun- 
try's 100  leading  companies  in  the 
patents  that  it  registers  every  year. 

Illinois  Tool  started  making  gear- 
cutting  tools  in  the  1920s,  and  then 
broadened  into  making  industrial  fas- 
teners, now  its  largest  line.  It  also 
makes  specialty  engineered  compo- 
nents to  reduce  costs  to  the  customer 
or  to  solve  particular  problems.  For 
example,  it  makes  plastic  holders  for 
six-packs  of  beer,  leasing  the  ma- 
chines to  the  beverage  companies 
and  then  selling  them  the  plastic.  It 
has  gone  into  electronic  switches, 
keyboards  and  instruments,  which 
have  become  the  most  profitable  end 
of  the  business. 

About  20%  of  sales  is  to  the  auto 
industry,  but  a  substantial  portion  of 
that  is  to  the  capital  side  of  the  busi- 
ness— gear-cutting  tools  and  the 
like — which  is  enjoying  a  buildup.  Illi- 
nois Tool  Works  has  traditionally  sold 
at  a  premium  multiple,  but  as  a  result 
has  until  recently  been  too  high- 
priced  to  be  attractive.  Michaelis  esti- 
mates earnings  of  $3.30  a  share  for 
1981,  so  the  stock  is  selling  for  about 
8  times  current  year's  earnings. 

Another  of  Source  Capital's  current 
favorites  is  Boh  Evans  Farms,  traded 
over-the-counter.  Michaelis  describes 
it  as  a  great  growth  company  early  in 
its  life.  The  business  started  in  Ohio, 
shortly  after  World  War  II,  making  a 
superior  pork  sausage  that  it  now  sells 
to  7,000  retail  outlets.  It  has  spread 
out  into  Pennsylvania,  Illinois  and 
Kentucky,  where  its  reputation  for 
quality  has  become  so  well  estab- 
lished that  it  can  open  Bob  Evans 
restaurants  without  needing  to  adver- 
tise them.  So  far  there  are  about  55 
restaurants,  with  no  end  in  sight. 
The  company  made  $2  a  share  in 
1980,  up  10  times  over  the  last  de- 


cade. In  its  worst  year  during  that 
period  it  earned  19%  on  its  net  as- 
sets, but  usually  makes  25%  or  so. 
The  company  had  been  scheduled  for 
acquisition  by  Beatrice  Foods  at  the 
then  equivalent  of  about  $35  a  share, 
but  in  the  end  Mr.  Evans  himself 
refused  to  sign  a  noncompetition 
contract,  so  the  deal  fell  through  and 
the  stock  dropped,  creating  the  pres- 
ent opportunity. 

Michaelis  says  that  Bob  Evans 
should  be  able  to  maintain  its  superior 
growth  rate  for  another  decade,  rely- 
ing on  intemally  generated  financing, 
although  it  may  eventually  have  trou- 
ble hiring  good  people.  It  has  every 
chance  of  further  penetration  of  the 
restaurant  market  even  in  its  existing 
marketing  area.  In  the  low  20s,  the 
stock  sells  at  about  9  times  estimated 
calendar  1981  earnings  of  $2.50  or  so. 

Hillenbrand  Industries,  of  Batesville, 
Ind.,  has  just  reported  earnings  of 
slightly  over  $5,  so  in  the  30s  it  is 
selling  for  approximately  7  times  trail- 
ing earnings,  a  price  at  which  one 
cannot  go  very  far  wrong.  The  eam- 
ings  have  been  depressed  by  the  poor 
results  in  its  American  Tourister  divi- 
sion, acquired  in  1978,  whose  profits 
are  down  by  a  good  two-thirds  from 
their  normal  level.  This  has  been  a 
disappointing  acquisition  so  far.  Hil- 
lenbrand's two  other  areas,  Batesville 
Casket  and  Hill-Rom,  which  makes 
hcTSpital  beds,  have  been  strong 
enough  to  offset  the  decline  in  the 
luggage  business. 

Since  caskets  are  a  purely  actuarial 
business,  the  Batesville  division  has 
grown  only  through  increasing  its 
share  of  the  market,  of  which  it  now 
holds  25%  to  30%.  There  may  be 
problems  with  the  FTC  if  it  gets  too 
much  bigger.  Otherwise,  the  com- 
pany's excellent  balance  sheet  should 
permit  it  to  grow  by  15%  a  year 
intemally. 

One  somewhat  surprising  Source 
Capital  selection  is  Tlie  Coca-Cola 
Co.,  bought  in  the  third  quarter  of 
1980  when  a  series  of  bad  reports 
knocked  the  stock  down  to  10  times 
earnings,  the  lowest  multiple  in  the 
memory  of  most  irtvestors.  This  pro- 
digiously strong  enterprise,  with  $6 
billion  in  sales,  and  earning  a  steady 
22%  on  equity,  is  selling  at  only  a 
negligible  premium  over  the  general 
market.  Coke's  6.5%  yield,  rising 
over  12%  annually,  offers  a  welcome 
contrast  to  its  "vestal  virgin"  days, 
when  it  rarely  yielded  one-third  that; 
much.  Michaelis  says  he  expects  to 
make  a  lot  of  money  in  the  stock 
from  these  levels.  ■ 
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NewSylike  beautyjs  often 
in  the  eye  of  the  beholder. 

People  who  read  TIME  regularly,  subscribe  not  only  to  a 
magazine  but  to  an  idea:  that  news  is  as  likely  to  be 
made  under  a  proscenium  arch  as  at  a  conference  table; 
as  likely  to  be  made  under  a  microscope  or  in  the  mind 
of  a  painter  as  at  the  polls  or  on  the  battlefield. 

That's  why  each  week  in  TIME  you'll  find  a  range 
of  departments  devoted  to  such  diverse  subjects  as 
Theatre,  Environment,  Law,  Books,  Art,  and  Medicine. 

It  is  time's  fascinating  coverage  of  news  less  urgent 
but  no  less  newsworthy  that  has  made  TIME  unique. 

And  it  is  this  conviction  that  reportage  is  a  matter  of 
sensibility  as  well  as  sense  that  has  earned  for  TIME 
more  loyal  readers,  by  far,  around  the  world,  than  any 
other  single  news  source. 

The  most  colorful  coverage  of  the  week. 


Psychology  &  Investing 


Anderson 
Saves. 


■  Commissions  about  50%  less 
than  full  rate  brokers  (subject  to 
$25  minimum). 

■  Our  clearing  firm  which  carries 
your  account  has  capital  in  excess  of 
$500  million. 

■  Fast ,  efficient  phone  .service. 

■  Keogh,  IRA  and  Corporate 
Accounts. 

■  Sliding  scale  margin  rates— 
the4arger  the  debit,  the  lower  the 
interest  rate. 

■  Securities  in  Each  Account 
Protected  to  $500,000. 

C.  D.  Anderson  &  Co. 

Incorporated 

Discount  Stock  Brokerage 

I415)43.V2120 

California  Toll  Free  (8()0)  622-0875 
National  Toll  Free  (800)  227-4216 
Alaska/Hawaii  Toll  Free  (800)  227-3033 
International  Telex  278312  ANDCO  (RCAl 
3(X)  Montgomery  St., San  Francisco, CA  94104 
Member:  Pacific  Stock  Exchange, 
NASD,SIPC 

Orders  executed  on  all  national  securities 
exchanges  through  our  correspondent. 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
sCHEMICAL 
CORPORATION 

INCREASED  DIVIDEND 

The  Board  of  Directors  has  increased  the 
quarterly  dividend  on  the  outstanding  Common 
Stock  to  55  cents  a  share  from  the  50  cents 
previously  paid  A  dividend  at  the  new  rate  is 
payable  on  March  2.1981  to  stockholders  of 
record  on  February  1 0, 1 98 1  The  transfer  books 
will  not  close 

January  29. 1981 

RAMSEY  E  JOSLIN. 
Vice  President-Financial 
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DIVISIONS  JS  INOUSTWAl  CHEMICALS  CO 

f  MERV  INDUSTRIES.  INC. 

NATIONAL  DISTILLERS  PRODUCTS  CO. 

AlMADfN  VINEYARDS.  INC 

eRIDGfPORT  BRASS  COMPANY 

BEACON  MANUFACTURING  COMPANY 

INDIANA  GROUP.  INC 
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.  N.Y  Times 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet.  2nd&  3rd  Aves.) 
N.Y  0.753-8460-1 


Irving  Fisher's  accomplishments  aren  Y  near- 
ly as  well  known  as  his  famous  mistake. 

FULL-SERVICE 
FINANCIAL 
ADVISERS 


By  Srully  Blotnick 


When  I  first  began 
writing  columns  for 
Forbes,  a  friend  of 
mine  at  the  New 
York  Times  said,  with 
a  knowing  grin:  "I 
bet  you'll  get  some 
interesting  mail." 
He  was  right.  But  I 
was  totally  unpre- 
pared for  a  letter 
that  arrived  last  week. 

In  it  a  college  student  in  Los  Ange- 
les who  is  majoring  in  business  asked 
a  seemingly  simple  question:  "What 
should  I  be  studying  in  order  to  be  a 
really  good  financial  adviser  when  I 
graduate?" 

I  have  often  discussed  the  subject 
with  students,  yet  what  keeps  the 
question  from  having  an  obvious  an- 
swer just  now  is  this:  The  standards 
by  which  financial  analysts  and  advis- 
ers will  be  judged  in  the  future  may  be 
currently  undergoing  a  drastic  and 
permanent  revision. 

Many  people  have  a  rather  odd  idea 
of  what  to  expect  from  a  financial 
adviser.  If  you  watch  television, 
you've  probably  noticed  one  of  the 
most  important  sales  pitches  com- 
mercial banks  now  use.  To  induce  you 
to  do  business  with  them,  they  advise 
you  strongly  to  patronize  a  "full-ser- 
vice bank."  Although  the  (fast-disap- 
pearing) distinction  between  com- 
mercial and  savings  banks  isn't  men- 
tioned even  once  in  the  ads,  the 
implication  is  clear:  We  can  do  every- 
thing savings  banks  can  do  for  you — 
and  more. 

Thanks  to  the  growing  restlessness 
investors  have  displayed  over  the  last 
several  years,  stockbrokers  have  been 
similarly  hard  pressed  in  some  in- 
stances to  keep  up.  As  one  of  them 

Dr  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychologv'  of  Succe,s.sful 
Investing. 


has  put  it:  "The  customers  wanted  to 
play  the  options  game,  so  we  got 
geared  up  for  it.  If  they  wanted  to 
trade  mackerel  in  Vancouver,  we'd  do 
that,  too.  We  have  to.  If  we  don't  give 
them  what  they  want,  they'll  go 
somewhere  else.  Some  of  our  custom- 
ers already  have." 

What  applies  to  banks  and  brokers 
soon  may  apply  to  financial  advisers 
as  well.  They'll  need  to  be  "full  ser- 
vice." The  chief  thing  our  young 
friend  in  California,  therefore,  must 
come  to  realize  is  that  his  future  cus- 
tomers will  be  looking  to  him  for  a 
broader  range  of  services  than  have 
been  offered  traditionally. 

Take  that  fellow  Granville,  the  one 
who  allegedly  helped  upset  the  stock 
market  just  after  the  first  of  the  year. 
Granville  doesn't  just  predict  stock 
markets.  He  also  has  predicted  an 
earthquake  in  California — a  major 
one,  8.3  on  the  Richter  scale.  He  even 
knows  when  it  will  occur:  May  1981. 
Not  for  him — and  those  like  him — the 
ordinary,  dull  raw  material  of  finan- 
cial forecasting. 

Another  financial  adviser  I  know 
goes  a  giant  step  further.  We'll  call 
him  Charlie.  He  has  a  primarily  local 
following  in  the  Dallas  area,  and  tells 
his  clients,  among  other  things,  ap- 
proximately when  they'll  die.  How 
does  he  know?  "I've  had  some  prac- 
tice," he  says  proudly.  "I've  lost  a  few 
every  year."  And  why  does  he  tell 
them  his  best  guess?  "I  want  them  to 
know  when  the  jig  will  be  up,"  he  says 
with  a  great  show  of  solemnity.  "That 
way  they  can  plan  properly." 

Admirable  as  his  intentions  may 
be,  his  forecasting  record  thus  far  has 
been  dismal.  Charlie,  however,  is  un- 
daunted. As  he  puts  it:  "Whenever 
one  of  them  comes  in  here  hoUerin' 
that  my  prediction  was  wrong,  I  look 
'em  square  in  the  eye,  and  say,  'What 
the  hell  have  you  got  to  complain 
about?'  " 

Before  becoming  a  financial  seer  a 
few  years  ago,  Charlie  went  broke  as  a 
poultry  farmer.  He  claims  that  the 
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icperience  taught  him  how  to  handle 
lore  imaginatively  his  current  line  of 
'ork.  "I  invented  a  better  mouse- 
ap,"  he  announced  at  the  time.  "A 
rush-proof  egg  carton."  The  trouble 
'as  that,  since  shoppers  couldn't 
pen  it  easily  and  inspect  the  con- 
mts,  they  bypassed  his  products.  So, 
e  became  a  financial  adviser. 

Charlie  is  unwittingly  using  a  fasci- 
ating  insight.  If  you  offer  people  a 
loomy  prophecy  and  it  doesn't  come 
Tie,  they're  not  likely  to  remember 
■hat  you  said  in  the  first  place. 
Things  worked  out  well,  after  all," 
ley'll  probably  comment  to  them- 
;lves  with  a  sigh  of  relief — if  they 
;call  your  words  at  all. 

However,  if  you  predict  a  favorable 
id,  especially,  profitable  outcome, 
id  it  doesn't  happen,  they  may  never 
)rgive  you  for  having  been  wrong. 
He  doesn't  know  a  damn  thing," 
ley  m.ay  well  say,  and  dismiss  you  as 

crank.  In  short,  it  is  better  to  em- 
iiasize  the  ominous  possibilities  in 
/ery  situation  (and  have  your  errone- 
Lis  words  of  warning  promptly  be  for- 
3tten)  than  to  risk  making  a  fool  of 
ourself  publicly  with  a  glowing  pre- 
iction  (something  your  audience 
lay  delight  in  remembering  forever). 

In  more  than  half  the  finance 
Durses  I  took  in  school,  the  profes- 
)rs  managed  one  way  or  another  to 
lake  a  snide  reference  to  Irving  Fish- 
•.  This  Yale  economics  professor  ac- 
lally  made  outstanding  contribu- 
ons  to  the  quantity  theory  of  money, 
iis  books,  The  Purchasing  Power  of 
oney,  published  in  1911,  and  The 
7eor\'  of  Interest ,  published  in  1930, 
re  still  worth  reading.)  However, 
aor  Fisher  labeled  the  stock  market  a 
buy"  late  in  1929.  He  has  been  dead 
)r  decades,  but  apparently  no  one  in 
le  field  is  ever  going  to  forget  what 
e  said.  The  world  forgives  a  mistak- 
1  pessimist;  it  is  merciless  on  erro- 
eous  optimists. 

Keeping  Charlie  and  Irv  in  mind, 
■hat  it  boils  down  to  is  this:  If  Cali- 
)rnia  doesn't  plop  into  the  Pacific 
lis  May,  not  many  people  will  fault — 
r  even  remember — the  chap  who 
redicted  it  would.  In  that  case,  I'm 
3ing  to  tell  the  student  who  wrote 
le  the  letter  to  stick  with  the  tradi- 
onal  financial  curriculum. 

If  it  does  slide  into  the  ocean,  and 
le  student  survives,  I'm  going  to  ad- 
ise  him  to  scrap  the  accounting 
3urses  he  is  planning  to  take  next 
;mester  and  substitute  some  geology 
aurses  instead.  That  way,  maybe  one 
ay  he  too  will  be  able  to  become  a 
full  service  financial  adviser."  ■ 


MONEY  MARKET 
TAX-DEFERRED.^«iB 


Fidelity  now  offers  you  a  way  to  defer  I 
current  taxes*  on  FDlT's  high  current  money  I 
market  yields.  This  plan  is  called  Fidelity  I 
INCOME  PLUS.  It  can  speed  up  the  accumu- 1 
lation  of  assets  for  retirement  or  other  long-  I 
term  goals.  I 

You  still  enjoy  the  benefits  of  stability  of  I 
principal  and  high  daily  income .  Plus  you  | 
defer  taxes  on  income  until  you  draw  it  out .  | 

For  more  information  on  FDIT and  | 
Fidelity  INCOME  PLUS,  call  Fidelity  today.  | 

■  ^'^^^'^  Over  $9  billion  oi  assets  under 

■  Group  management 

Fidelity  INCOME  PLUS  has  been  filed  in  most  states,  but  may  not  yet  be 
available  in  all  states  where  filed. 

'The  Internal  Revenue  Service  has  recently  issued  a  revenue  ruling 
which  questions  the  tax  deferred  status  of  variable  annuities  funded  by 
savings  and  loan  accounts.  Fidelity  INCOME  PLUS  has  received  an  opin- 
ion of  tax  counsel  that  this  ruling  does  not  affect  the  tax  status  of  Fidelity 
INCOME  PLUS. 

Fidelity  INCOME  PLUS  is  the  Fidelity  Variable  Annuity  Account ,  a  sep- 
arate account  of  Pacific  Life  Fidelity  Insurance  Company. 


HDELITY 

INCOME  IPtU 


(The  Fidelity  VariaMe  Annuity  Account) 

F'.O.  Box  832.  Dept.  JB  030281 
82  Devonshire  St..  Boston.  Mass.  02103 
For  more  complete  information,  includ- 
ing fees  and  expenses,  please  write  or 
call  for  prospectuses.  Read  them  care- 
fully before  you  invest  or  send  money. 


Don't  just  lie  there. 


The  Rowe  Price  Tax-Free  Income  Fund  can 
help  you  get  out  from  under 

•  ikx-FW — no  income  tax  for  the  IRS*. 

"  No-  Load — no  sales  charge  or  redemption  fee. 

•  Prompt  Liquidity —just  call  free  or  write 
a  check. 

•  Low  Minimum— as  little  as  $1,000. 

•  Easy  To  Purcha.st'— send  coujwn  or  call 
toll  free  l-80()-«38-56«().  In  Md. 
l-H()()-492-197«.  In  [ialto.  547-2:508. 


I  Rowe  Price  Tiix-Free  Income  Fund,  Inc. 

I     100  E.  Pratt  St.  Baltimore,  Maryland  21202 


I  City. 


-  Zip  _ 


I  For  more  complete  information,  including  management 

I  fee  and  other  charges  and  expenses,  obtain  a  prospectus. 

I  Read  it  carefully  before  you  invest.  'Income  may  be 

1  subject  to  state  and  local  taxes.  flt 
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Commodities 


MONFk  &  IN\  KSTMENTS 


Commodity  trading  can  be  rigged  so  that 
you  are  virtually  certain  to  lose,  no  matter 
how  good — or  lucky— you  are. 

SUREFIRE 
FAILURE 


By  Stanley  W.  Angrist 


Trading  commod- 
ities, as  many  of  you 
no  doubt  have  dis- 
covered, is  a  de- 
manding activity. 
Losses  come  fre- 
quently; and,  if  you 
are  good  enough  and 
lucky  enough,  big 
wins  also  will  come 
along  to  keep  you 


both  profitable  and  happy.  But  make 
no  mistake:  Whether  you  win,  lose  or 
draw,  your  broker  will  collect  his 
commission  of  $60  or  so.  (I  know  you 
can  trade  commodities  with  a  dis- 
count brokerage  firm  for  $25,  but  I 
have  assumed  for  purposes  of  this  col- 
umn that  most  of  my  readers  who 
trade  don't  use  a  discount  firm.)  Thus 
any  profitable  trade  will  be  reduced  by 
$60,  while  any  loss  will  be  increased 
by  that  amount.  So  you  may  assume 
that  you  are  in  a  $60  hole  as  soon  as 
the  trade  is  opened. 

But  commodity  trading  can  be 
made  even  more  difficult  and  actually 
rigged  in  such  a  way  that  you  are 
almost  certain  to  lose  no  matter  how 
good  or  lucky  you  are.  I  learned  about 
this  method  of  trading  from  a  reader. 
His  story  is  long  and  sad,  but  the 
method  used  is  a  foolproof  money- 
maker for  the  brokerage  firm.  It 
works  like  this: 

Before  you  start  trading  you  pay  a 
fee  of  $1,800  per  contract.  This  allows 
you  (or  your  broker]  to  trade  one  con- 
tract for  a  year  without  any  additional 
fees.  (If  you  wish  to  trade  two  con- 
tracts, the  fee  is  $3,600,  and  so  on.) 
This,  onetime  fee  is  equivalent  to  30 
round-turn  trades  made  with  a  non- 
discount  broker  or  72  trades  done 
with  a  discounter. 

The  reason  the  brokerage  firms  that 
offer  this  kind  of  trade  are  willing  to 


Stanley  W  Angrist  is  a  professor  at  Carnegie- 
Mellon  I  'nirersity  and  the  author  of  Sensible 
Speculating  in  Commodities. 


let  you  have  such  a  bargain  is  simplic- 
ity itself.  They  know  that  the  only 
people  who  will  trade  like  this  are 
newcomers  to  the  commodity  mar- 
ket, as  no  one  with  any  experience 
would  consider  such  an  arrangement. 
They  also  know  that  these  neophytes 
will  probably  be  blown  away  in  no 
more  than  four  or  five  trades.  On  that 
basis,  the  brokerage  firm  pays  a  clear- 
ing broker  to  handle  the  trades  at 
probably  no  more  than  $30  per  trade. 
So  if  the  customer  busts  out  in  five 
trades,  it  costs  the  firm  $150  in  com- 
mission, which  leaves  a  $1,650  profit 
on  the  fee.  The  broker  has,  under  this 
arrangement,  every  incentive  to  try 
and  help  the  customer  leave  the  mar- 
ket; after  all,  it  maximizes  the  profit. 

Alas,  that  is  not  the  end  of  this 
sad  tale.  These  brokers  also  ask 
higher  margins  than  any  regular  bro- 
kerage house  I  know  of.  For  exam- 
ple, one  such  firm  asks  $6,000  mar- 
gin on  a  heating-oii  contract,  where 
most  houses  would  want  only 
$2,500;  or  $4,000  instead  of  $1,000 
on  copper;  and  $6,000  instead  of 
$3,500  on  cotton.  What  do  they  do 
with  this  extra  money?  I  presume 
that  they  buy  T-bills  to  help  keep 
the  wolf  from  the  door. 

Do  you  get  anything  for  this  addi- 
tional margin  money?  Oh  yes,  a  guar- 
antee that  no  matter  what  the  mar- 
ket does,  you  won't  be  subjected  to  a 
margin  call.  A  heating-oil  contract 
would  have  to  move  adversely  more 
than  14  cents  before  the  broker 
would  have  to  worry  about  putting  up 
any  of  his  money;  an  adverse  move 
of  16  cents  would  be  required  in  cop- 
per; and  cotton  would  have  to  go  12 
cents  in  the  wrong  direction.  Essen- 
tially the  broker  is  running  no  risk  at 
all  of  having  to  fork  up  additional 
funds — all  the  firm  has  to  do  is  col- 
lect that  nice  fat  T-bill  interest  on 
your  money  and  assure  you  that  they 
do  all  the  worrying. 

There  is  nothing  illegal  about  this 
as  far  as  I  can  determine.  But  there  is 
absolutely  no  reason  for  you  ever  to 


do  business  this  way.  You  will  find 
that  you'll  almost  certainly  never 
make  any  money. 


Copper  contango 

Demand  for  copper  has  been  slow 
due  to  the  depressed  state  of  both  the 
automobile  and  housing  industries. 
Until  both  show  a  marked  turn- 
around, It  is  unrealistic  to  expect  cop- 
per to  do  much  flying.  Hence  the  mar- 
ket is  in  the  doldrums  with  daily  vol- 
ume averaging  about  4,000  contracts 
per  day.  The  open  interest  (contracts 
remaining  to  be  settled)  has  dropped 
to  around  44,000  from  late  Novem- 
ber's figure  of  52,000.  Both  numbers 
are  indicative  of  discouraged  traders 
who  have  moved  to  the  sidelines  until 
there  are  signs  of  action.  Current 
prices  threaten  profit  margins,  as  by- 
products are  relied  upon  to  cover  pro- 
duction costs. 

Copper  stocks  warehoused  by  fabri- 
cators, producers  and  commodity  ex- 
changes have  been  allowed  to  run 
down  considerably.  This  is  especially 
pronounced  for  fabricators.  Nobody 
wants  to  tie  up  20%  money  in  a  com- 
modity whose  price  has  been  any- 
thing but  robust. 

On  the  other  hand,  this  is  the  time 
of  year  when,  historically,  business 
starts  to  think  about  a  pickup  in  activ- 
ity. No  one  knows  where  the  prime 
rate  will  be  a  month  from  now,  but 
even  a  slight  decline  coupled  with  a 
modest  increase  in  demand  could 
cause  a  sharp  rally  in  copper  prices. 

Therefore,  I  would  be  willing  to  risk 
either  a  bull  spread  in  copper  of  long 
July/short  December  with  a  December 
premium  of  at  least  450  points.  More 
adventuresome  traders  might  try  a 
long  position  in  July  under  90  cents. 

Carrying  charges  on  the  July  De- 
cember  spread  are  about  850  points, 
so  the  risk  is  about  400  points  on  the 
spread  trade  ($1,000  per  spread).  The 
margin  on  the  spread  is  about  $350, 
and  the  round-tum  commission 
would  be  about  $95.  Two  things  could 
drive  this  spread  in  the  right  direc- 
tion— increased  industrial  activity 
and/or  falling  interest  rates.  I  would 
look  for  at  least  a  250-point  narrowing 
($625  per  spread).  I  would  risk  no 
more  than  100  points  from  entrv' 
($250  per  spread). 

The  outright  long  position  would 
require  a  margin  of  $1,000  and  a 
round-turn  commission  of  about  $65 
I  would  look  for  at  least  a  600-point 
rally  ($1,500  per  contract),  and  I  woulc 
risk  no  more  than  300  points  from 
entry  ($750  per  contract).  ■ 
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FORBES 
STOCK  MARKET  COURSE 

Everything  you  need  to  know  about  investing, 
in  one  authoritative  manual. 


ere  is  a  well  known  stock  market 
iory  called  "the  greater  fool  theory." 
»ays  if  an  investor  pays  too  high  a 
ce  for  a  stock,  a  greater  fool  will 
vayscome  along  and  give  the  first 
yer  a  profit  by  paying  even  more, 
ediess  to  say,  it  does  not  always 
>rk.  Yet  some  people  are  prepared  to 
(e  their  chances  with  this  theory. 
II  more  follow  it  unconsciously, 
is  announcement  about  the  new 
ition  of  Forbes  Stock  Market  Course 
lot  for  either  group.  However,  if 
J  put  as  much  care  in  investing  in 
»cks  as  you  would  in  investing  in  a 
use,  or  another  substantial 
rchase,  this  is  a  message  for  you. 
rbes  Stock  Market  Course  could 
nimize  the  risk  of  losing  money  and  maximize  poten- 
I  gains  so  that  both  time  and  the  modest  investment 
uld  be  repaid  over  and  over  again. 

Are  you  missing  opportunities?  Why  hold  on  to  your 
cks  while  the  market  goes  up  and  down,  when  you 
1  learn  to  sell  near  the  peak  and  buy  in  agam  near  the 
tom.  Learn  to  take  advantage  of  the  swmgs  and 
"Vest  your  capital  gains. 

Why  pay  more  for  a  stock  than  you  need  to?  Learn  how 
§ive  your  broker  specific  orders  to  buy  at  the  price  you 
nt. 

Are  "options"  too  difficult?  With  a  potential  for  huge 
ns  and  a  limit  on  losses,  options  should  be  a  possible 
3ice  in  your  investment  strategy.  Learn  what  they  can 
for  you. 

These  are  but  three  of  the  topics  covered  in  Forbes 
Stock  Market  Course.  The  course  was  planned  by 
Forbes  to  fill  a  gap  revealed  by  readers'  letters  to 
Forbes  editors.  While  magazine  articles  dealt  with 
particular  companies  and  various  aspects  of  invest- 
ing, Forbes  readers  complained  of  a  lack  of  a  source  of 
basic  knowledge  and  a  comprehensive  survey. 

The  Forbes  Stock  Market  Course  is  just  this  inves- 
tor's "Bible."  It  is  based  on  the  experience  of  Wall 
Street  professionals.  Its  ideas  are  solid  and  sound. 
Many  investment  books  are  based  on  the  crackpot 
theories  of  their  authors.  This  Course  is  a  distillation 
from  the  successes  and  mistakes  of  experts.  It  comes 
with  the  stamp  of  approval  of  Forbes  editors  and  is 
recommended  by  many  brokers  to  their  customers  as 
the  one  reliable  guide  to  investing. 

15  sections  of  basic  investing  material. 

From  first  to  last,  Forbes  Stock  Market  Course  puts  the 
emphasis  on  tactics  and  knowledge  you  can  use,  not 
"blue-sky"  theory.  Everything  you  need  to  know  is 
explained  in  clear  everyday  language.  Organized  into  1,S 
sections,  it  moves  step  by  step  from  a  basic  explanation 
of  how  the  market  works  to  more  sophisticated  areas 
familiar  to  professionals,  but  usually  beyond  the  ken  of 
the  average  investor.  A  tab  index  is  provided  to  make  the 


course  convenient  for  easy  and  repeated 
reference. The  332  pages  are  easily  removable 
section  by  section  from  the  ring  binders. 

Examine  the  Course  for  10  days. 
Free. 

Originally  conceived  as  a 
multi-volume  correspondence  course, 
Forbes  Stock  Market  Course  has 
been  refined  into  a  single  manual.  You  are 
invited  to  examine  the  newly  updated 
edition  to  satisfy  yourself  that  it  can  assist 
you  in  your  investment  decisions. 

To  receive  the  Course  for  a  1 0-day 
inspection  period,  fill  out  and  mail  the 
coupon.  When  you  receive  the 
course,  see  for  yourself  how  it  can  help 
you  protect  your  money  and  make  it  grow,  how  it  can  help 
prevent  expensive  mistakes,  how  valuable  it  can  be  as  a 
standby  reference.  Only  then  need  you  send  a  check 
for  $57.50  plus  postage  and  handling.  If,  for  any 
reason,  you  are  not  satisfied,  return  it  and  owe  noth- 
ing. The  risk  is  ours  and  we  know  from  the  few 
manuals  retumed  how  satisfied  most  buyers  are.  Before 
you  invest  another  dollar,  mail  the  coupon  right  away. 

■  Sturdy  ring  binder  and  tab  index 

■  Actual  size:  1 1 V2"  x  1 0W 

■  332  pages 

■  41  graphic  charts,  graphs 
and  tabulations 

■  Self  evaluating"Financiai  Inventory  and 
Stock  Analysis  Guide" 

■  Fully  indexed 

■  Investors  kit  of  supplementary 
materials:  charting  materials, 
list  of  long  term  dividend  payers, 
the  Forbes  Wall  Chart  of  Business 
and  Securities  Trends,  glossary  of 
investment  terms  etc. 


r 


Fill  out — Clip— Mail  Today 

FORBES  INC. 

60  Fifth  Avenue,  New  York,  NY  10011 

Please  send  me  the  15-lesson  Forbes  Stock  Market  Course 
for  10  days  free  examination.  After  10  days,  I  will  remit 
$57.50  plus  postage  and  handling,  or  return  the  course  and 
owe  nothing. 


Name . 


Address. 


City 


-State_ 


I  I  Check  here  if  you  enclosed  $57.50  to  save  postage  and 
—  handling  costs.  Same  10-day  refund  guarantee. 

(N.Y.C.  order  add  8%-and  other  N.Y.S.  4%  to  8%  as  required  by 


law.) 


Offer  valid  only  in  U.S.  and  Canada. 


2008 


DIVIDEND 
INCREASE 


Observalioiis 


rThe  Board  of  Directors  of 
ENSERCH  Corporation  on  January 
29,  1 981 ,  declared  an  INCREASE 
in  the  quarterly  dividend  from  43 
cents  to  51  cents  per  share  of  com- 
mon stock  payable  on  March  2, 
1 981 ,  to  shareholders  of  record  on 
February  1 3, 1 98 1 .  This  represents 
the  twelfth  increase  in  the  cash 
dividend  since  early  1 970,  and  it  is 
the  147th  consecutive  quarterly 
cash  dividend  paid. 

For  additional  information, 
please  write  to  Benjamin  A. 
Brown,  Vice  President,  Fi- 
nance, Dept.  C.  ENSERCH 
Center.  Box  999,  Dallas. 
Texas  75221. 


CORPORATION 


CORPORATE  REPORT 


Take  advantage 
of  this  new,  low-cost 
advertising  service 
from  Forbes 

It's  where  publicly-held  corporations 
can  report  current  developments  to 
America's  most  important  investors. 

Corporate  Report  Updates  will 
appear  once  a  month  in  1 981 .  For 
added  editorial  impact  and  rele- 
vance, it  will  be  positioned  in  Forbes' 
popular  section,  "Money  and 
Investments." 

The  cost  is  modest.  A  minimum- 
sized  message  (36  lines)  is  only 
$2,124,  which  is  just  $3.08  for  each 
thousand  subscribers.  Additional 
space  at  $59  per  line. 

Call  or  write  today  for  ail  the  details: 
Sarah  Madison 

Corporate  Report  Updates 
Forbes  Inc. 
60  Fifth  Avenue 
New  York,  NY  10011 
Phone:  (212)620-2371 


The  Fed's  attempt  to  set  financial  policy 
under  an  obsolete  distinction  between 
money  and  credit  is  totally  confusing. 

FORGET  ABOUT 
THE  MONEY  SUPPLY 


By  Ashby  Bladen 


In  my  dec.  22,  1980 
column  I  gave  the 
reasons  v/hy  I  be- 
lieve there  no  longer 
exists  any  meaning- 
ful distinction  be- 
tween money  and 
credit.  Nov^  that 
money  made  out  of, 
or  backed  by,  pre- 
cious metals  has 
ceased  to  exist,  all  the  things  we  use 
to  make  payments  are  financial  in- 
struments— evidences  of  debts.  For 
example,  a  dollar  bill  today  is  simply 
noninterest-bearing  evidence  of  a 
debt  of  one  or  another  of  the  Federal 
Reserve  banks.  It  is  the  creation  of 
additional  purchasing  power  by  bor- 
rowing over  and  above  that  which 
people  are  earning  by  their  productive 
efforts  that  opens  up  the  inflationary 
gap  between  real  output  and  nominal 
purchasing  power. 

As  I  have  pointed  out  in  previous 
columns,  I  believe  that  once  the  infla- 
tion has  gotten  as  bad  as  it  is  now, 
the  borrowing  and  spending  syn- 
drome can  only  be  broken  by  a  finan- 
cial crisis  that  inflicts  painful  losses 
on  irresponsible  borrowers  and  lend- 
ers alike,  and  forces  us  all  to  become 
more  prudent  in  our  financial  habits. 
Now  let  us  take  a  look  at  the  confu- 
sion that  both  the  Fed  and  its  mone- 
tarist critics  are  creating  by  thinking 
and  talking  about  Fed  policy  in  terms 
of  that  obsolete  distinction  between 
money  and  credit. 

The  first  source  of  confusion  is 
statistical  rather  than  conceptual. 
When  the  Depository  Institutions 
Deregulation  &.  Monetary  Control 
Act  became  effective  at  the  begin- 
ning of  this  year,  nearly  35,000  fi- 
nancial institutions  that  had  never 

Ashby  Bladen  is  senior  rice  president-invest- 
ments for  the  Guardian  Life  Insurance  Co.  of 
America,  and  aiitlxjr  of  How  to  Cope  with  the 
Developing  Financial  Crisis. 


done  so  before  were  required  to  re- 
port money  supply  figures  to  the 
Fed;  so  far  there  is  no  reason  to 
believe  they  are  getting  the  numbers 
right.  The  Fed  will  undoubtedly  be 
revising  them  for  months.  The  sec- 
ond source  of  confusion  is  that  our 
financial  system  was  already  in  a 
period  of  rapid  evolution;  the  new 
law  ushered  in  an  era  of  unprec- 
edented rapid  change  for  deposit  in- 
stitutions. Even  if  we  were  sure  that 
the  money  supply  figures  were  sta- 
tistically correct,  it  would  be  impos- 
sible to  know  just  what  they  mean 
in  this  new  and  unpredictable  envi- 
ronment. Nevertheless,  the  latest 
weekly  changes  in  the  figures  fre- 
quently touch  off  large  price  move- 
ments in  the  credit  markets,  just  as 
if  their  meaning  were  crystal  clear. 

Trying  to  draw  a  hard  and  fast 
distinction  between  money  and 
credit  is  trying  to  draw  a  line  that 
won't  stand  still.  The  main  differ- 
ence between  those  financial  instru- 
ments that  are  counted  in  the  mon- 
ey supply  and  those  that  aren't  is  the 
degree  of  liquidity  each  possesses. 
However,  as  our  economy  becomes 
steadily  more  overindebted  and  the 
need  grows  for  offsets  in  the  form  of 
liquid  assets,  we  constantly  devise 
new  ones,  and  also  new  ways  of  in- 
creasing the  liquidity  of  existing 
ones.  To  start  with  a  long-standing 
example,  mortgages  used  to  be  rela- 
tively illiquid  assets;  but  now  we 
have  Fannie  Mae,  Freddie  Mac  and 
pass-through  certificates.  Today,  if  a 
financial  institution  wants  to  re- 
trieve the  purchasing  power  it  has 
tied  up  in  mortgage  loans,  it  simply 
floats  a  bond  issue  that  is  backed  by 
the  mortgages. 

Or,  to  take  a  more  recent  example, 
the  phenomenal  growth  of  money 
market  funds  was  blithely  ignored  in 
calculating  the  money  supply  until 
last  year,  in  spite  of  the  fact  that  you 
can  write  checks  against  your  bal- 
ance in  several  of  them.  And  to  con- 
clude with  a  future  example:  As  far 
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Special  Introductory  Trial  Offer! 


Value  Line  for  the  next 
10  weeks  for  only  $33 


Reasons  for  this  offer: 

Here's  an  opportunity  to  receive 
the  complete  Value  Line  Ser- 
vice for  the  next  10  weeks  at 
about  half  the  regular  rate.  This 
offer  is  limited  to  one  individual 
in  a  household  that  has  not  al- 
ready had  a  subscription  to  The 
Value  Line  Investment  Survey 
during  the  past  two  years.  Why 
do  we  offer  this  price  reduction 
to  new  trial  subscribers  only? 
Because  we  have  found  that  a 
high  percentage  of  those  who 
once  try  Value  Line  for  a  num- 
ber of  weeks  stay  with  it  on  a 
long-term  basis.  The  resulting 
increase  in  circulation  enables 
us  to  provide  the  service  to  our 
long-term  subscribers  for  a  low- 
er annual  rate  than  would  other- 
wise be  possible. 

Complete  Coverage: 

The  Value  Line  Investment  Sur- 
vey continually  reviews  more 
than  1700  stocks.  Key  data  and 
ratings  of  each  stock  are  up- 
dated every  week  in  our  Sum- 
mary &  Index.  In  addition,  each 
stock  is  the  subject  of  a  new 
full-page  report  every  13  weeks, 
in  regular  rotation.  About  130 
new  full-page  reports  are  issued 
each  week.  Filing  takes  less 
than  a  minute  a  week.  All  this 
material  is  so  organized  in  your 
binder  that  you  can  quickly  turn 
to  a  continually  updated  report 
on  almost  any  leading  stock. 
You  also  receive  our  weekly 
"Selection  and  Opinion  "  sec- 
tion bringing  you  Value  Line's 
forecast  of  the  economy  and 
the  stock  market,  advice  on  in- 
vestment policy,  in-depth  analy- 
ses of  especially  recommend- 
ed stocks,  Value  Line  market 
averages,  and  other  features. 

Special  Invitation 

You  can  receive  the  complete 
Value  Line  Investment  Survey 


for  the  next  10  weeks  for  only 
$33— about  HALF  the  regular 
rate— if  no  one  in  your  house- 
hold has  subscribed  in  the  past 
two  years.  And  you  get  these  2 
bonuses: 

BONUS  #1 

Value  Line's 
2000-page  /n- 
\/estors  Refer- 
ence Service, 
including  our 
latest  full-page 
Reports  on 
each  of  1700  stocks.  .  .  fully  in- 
dexed and  looseleaf-bound  for 
easy  reference,  and  systematic- 
ally updated  by  new  full-page 
Reports  in  the  weeks  ahead. 
Filing  takes  but  a  minute  a  week. 


Evaluating 
(  ommon 
Slocks 


BONUS #2 

Evaluating  Com- 
mon Stocks,  by 
Arnold  Bernhard, 
Value  Line's  found- 
er and  research 
chief,  revealing 
methods  of  stock  evaluation  that 
took  decades  to  develop.  You 
KEEP  this  book  even  if  you  re- 
turn the  other  material  for  your 
money  back. 

Money  Back  Guarantee: 

If  you  find  that  The  Value  Line 
Service  is  not  all  that  you  ex- 
pect it  to  be,  you  may  return 
the  material  we  send  you  within 
30  days  for  a  full  refund  of 
your  $33. 

See  for  yourself  how  Value 
Line's  independent  investment 
advisory  service  might  help  you 
maximize  your  investment  profit 
possibilities  and  reduce  your 
investment  risk. 

PHONE  YOUR  ORDER  TOLL  FREE: 
If  you  have  Master  Charge, 
or  Visa  1-B00-331-1750 
(Operator  13)  24  hrs.  7  days  per  wk. 
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INTRODUCTORY  OFFER  816L02 

_„    ,  ,    .    I  ■      ».oo  .     Tl.  □  My  payment  is  enclosed.  □  Please  charge 

□  Begin  my  10-week  trial  (or  $33  to  The  b^^merican  Exp,  □  Master  Charge 

Value  Line  Survey  (limited  once  to  any  house-  □  ^,53  Expiration  Date   _ 

hold  every  two  years)  and  send  me  the  two  Account  U   

bonuses  listed  above.   Trial  subscription 

must  be  accompanied  by  payment.  Subscription   tax-deductible  and  non-as- 

ONE  YEAR  SUBSCRIPTION  signable. 

□  Begin  my  1  Year  (52  Issues)  subscrip- 
tion lor  $330  and  send  me  the  two  bonuses   

listed  above.  There  are  no  restrictions  with  oinnQturo 

this  annual  subscription.  oignaiure 

SPECIAL  EXTRA  BONUS   

A   famous-make  pocket-  iMffll"" Name 

size  CREDIT  CARD/SUPER  H"  ..SI!!   

SLIM    LCD   CALCULATOR  —.-..-.••! 

(with  lull  memory)  given  I  *****'^  Address  Apt.  No. 

to  you  when  you  order  The  Value  Line  In- 
vestment Survey  (or  one  year  (must  be  ac-   
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Statistical  Spotlight 


By  Steve  Kichen 


In  the  past  few  months,  textile  and  apparel 
companies  have  generated  a  lot  of  interest. 


Wheeling 
and  dealing 
in  threads 


EVER  SINCE  THE  COLLAPSE  of  doi 
knits  about  a  decade  ago,  te: 
and  apparel  companies  have  i 
depressed  by  recession,  rapidly  chan 
styles,  stiff  domestic  and  foreign  coi 
tition  and  rising  raw  material  costs 
Last  September  Forbes  pointed  c 
select  group  of  undervalued  textile 
apparel  stocks.  Although  this  group 
performed  the  Dow  (9%  vs.  1%),  a 
few  showed  healthy  gains — Mount 
non  Mills,  up  34%;  Salant,  32%— 
really  drew  us  back  for  a  second  look 
the  recent  flurry  of  major  investm 
and  tender  offers. 

In  January  a  group  of  private  inve 
headed  by  Harold  S.  Geneen,  fo 
chairman  of  ITT,  offered  the  equiv; 
of  $40  a  sha"re  for  Cannon  Mills,  v. 
zoomed  from  2578  to  34;  but  when 
non  publicly  rejected  the  deal,  the  s 
quickly  dropped  7'/2  points. 


White  sale 


Company' 


Latest  12  months     Interim  earnings  Tangible 

most        one  book     Tangible  % 

Recent  revenues                recent       year  P/E  value      book/    Indicated  change 

price    (millions)     EPS      quarter      ago  ratio  per  share    price       yield     in  price' 


Price  range 
1970-81 


Adams-Millis  5%  $    77.4  $1.22  $0.17  $0.30  4.7  $10.49  1.82  3.5%  17.9% 

Avondale  Mills  17'/!  307.6  2.98  0.76  0.91  5.9  42.53  2.43  6.9  — 

Belding  Heminway  5%  120.3  0.78  0.08  0.18  7.5  10.78  1.83  6.1  -6.0 

Blue  Bell  31'/4  1,397.8  5.40  1.68  1.82  5.8  31.98  1.01  5.8  12.6 

Burlington  Inds  19%  2,900.6  2.90  0.28  0.65  6.9  39.52  1.99  7.6  -9.1 


19%-  1 
30y8-13*/ 
16    -  3  = 
37%-  6 
49y4-135/ 


Cannon  Mills  25»/4  635.4  3.11  d0.09  0.75  8.3  34.93  1.36  4.7  13.8 

Champion  Products  19  108.9  2,78  0.55  0.52  6.8  20.33  1.07  3.8  9.4 

Cluett,  Peabody  10%  738.6  1.60  0.39  0.65  6.8  20.19  1.86  6.3  17.6 

Cone  Mills  36%  729.9  8.88  1.92  2.10  4.1  49.42  1.35  6.0  -7.6 

Crompton  Co  24  153.7  3.65  dO.38  1.39  6.6  47.88  2.00  7.5  -9.0 


V/ 
63, 


3514- 
30% 
31%-  2'/ 
43 1/2-  6'/ 
35y4-  51 


Fieldcrest  Mills3  35'/4  521.1  4.73  1.07  1.82  7.5  39.73  1.13  5.7  25.3  4178-6'/ 

Garan  13'/2  128.5  2.52  0.77  0.51  5.4  16.75  1.24  7.4  21.3  2974-  4'/ 

Graniteville  1278  341.1  2.54  0.57  0.68  4.9  22.62  1.83  8.1  —  1778-  5', 

Hart  Schaffner  &  Marx  1678  674.9  2.63  0.75  0.72  6.2  24.70  1.51  6.1  20.2  33 '/s-  4'/ 

Jaclyn  5'/8  30.4  0.87  0.26  0.29  5.9  8.34  1.63  7.8  -2.4  974-  1\ 


Leslie  Fay 
Levi  Strauss 
Mt  Vernon  Mills 
Movie  Star 
Munsingwear 


8'/4 

4474 
35 
10% 
1674 


223.1 
2,840.8 
126.0 
42.9 
144.3 


1.32 
5.36 
5.87 
1.14 


0.82  0.49 

1.46  1.28 

0.33  1.22 

0.57  1.05 


0.35     dO.47  0.38 


6.3 
8.3 
6.0 
9.5 
47.9 


12.11  1.47 

16.50  0.37 

57.84  1.65 

20.22  1.86 

29.45  1.76 


5.8 
3.4 
4.3 
5.5 


11.9 
16.6 
34.0 
7.4 
19.6 


1778-  V. 
471/2-  3 
35  -10^ 
2078-  3'/ 
3874-  9^ 


Olla  Industries  978  15.4  2.33  0.23  0.44  4.2  16.41  1.66  4.1        9.7  2678-  H 

Oxford  Industries  1278  297.3  2.38  0.94  0.52  5.4  23.23  1.80  5.9  -2.8  34  -7 

Palm  Beach  1874  372.5  3.39  1.34  1.32  5.5  14.77  0.79  6.4  -1.3  22'/2-  2 

Pat  Fashion  Industries  974  72.1  3.27  1.24  0.56  3.0  14.00  1.44  1.5  27.9  12  - 

Riegel  Textile  23'/2  444.3  4.65  0.95  1.03  5.1  34.28  -1.46  7.7  13.9  25 'A-  6^ 


Rospatch  Corp 
Russ  Togs 
Salant 
Splentex* 
Springs  Mills 


8'/8 

1374 
874 

7'/4 
17'/4 


55.4 
188.4 
270.2 

19.5 
906.1 


1.40 
2.44 
1.07 
0.60 
3.58 


0.19  0.53 

0.74  0.64 

0.44  0.26 

0.20  0.24 

0.58  0.99 


5.8 
5.6 
8.2 
12.1 
4.8 


16.16  1.99 

13.57  0.99 

15.88  1.81 

12.56  1.73 

38.60  2.24 


7.4 
6.4 
4.6 
3.3 
7.0 


-1.5 
25.0 
32.1 
28.9 
1.5 


24'/8-  5^ 
2378-  5' 
1378-  2: 
1974-  3' 
2078-  8' 


JP  Stevens 

Ti-Caro 

Unitog 

West  Point-Pepperell 
William  E  Wright 


14  1,915.9  1.59  dO.34  1.09  8.8  36.55  2.61  8.6  -9.7  187.-  8' 

2878  251.0  5.75  1.25  1.43  5.0  36.72  1.27  7.6  5.0  2978-  6 

13  56.6  3.20  0.96  0.76  4.1  29.80  2.29  6.2  —  50'/2- 

4378  1,241.6  9.67  2.62  2.27  4.5  69.71  1.60  7.3  10.1  457.-161 

5  44.4  0.59  0.12  0.06  8.5  9.32  1.86  5.6  25.0  26'/4-  1 


1 


'.Ml  companies  listed  on  the  New  York  Stock  Exchange  except 
percentage  increase  or  decrease  in  stock  price  since  the  Sept. 
company.  *Price  range  for  less  than  1 1  years.  'To  be  merged 
surrendered    d:  deficit. 


those  labeled  (a),  American  Stock  Exchange  and  (o),  over-the-counter  exchange.  'This  column  sho< 
1,  1980  issue  of  FORBES.  ^Already  40%  owned  by  Amoskeag;  now  discussing  a  total  combination  wii 
into  a  private  company,  Splendor  Form  International.  Each  public  shareholder  is  to  receive  $8  for  eachi 
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1  its  extremely  secure  balance 
and  its  freedom  from  long-term 
Gannon  is  still  in  a  good  position  to 
er  an  acquirer  or  an  acquiree.  Fur- 
ays  seem  likely. 

ther  courtship  that  apparently 
make  it  to  the  altar  is  Allegheny 
n  Industries'  seemingly  halfheart- 
tation  with  Blue  Bell.  Kay  Nor- 
analyst  at  Interstate  Securities  of 
tte,  N.C.,  sees  the  venture  as 
hat  of  a  mismatch  right  from  the 
rhe  joke  going  around  was  that 
s  Allegheny  had  plans  to  use  some 
r  excess  steel  capacity  to  make 
)ut  of  something  a  little  sturdier 
lenim.  Besides,  Norwood  notes, 
sll  is  worth  closer  to  $50  to  $60  a 
han  the  $40  offered  by  Allegheny, 
ass  Brothers  Enterprises,  a  private 
.  gas  company  that  controls  6.8% 
:  Bell,  has  emerged  as  another  po- 
suitor. 

1  there's  Fieldcrest  Mills,  which  is 
sring  a  combination  with  Amos- 
vhich  already  has  a  40%  interest 
icrest.  Splentex,  meanwhile,  is  go- 

vate(see  table) 

list  goes  on:  Hart  Schaffner 
trengthened  its  position  in  wom- 
lored  clothing,  one  of  the  stronger 
.  areas  in  this  industry  (Forbes, 
I,  by  acquiring  Country  Miss, 
bled  Munsingwear  is  attempting 
e  over  half  a  million  shares,  the 
lent  of  30%  equity,  and  sell  them 
;e  Japanese  companies.  A  Mun- 
ar  shareholder  group  represented 
;edy,  Browne  (see  followmg  stoty  )  is 
iging  this  plan.  Warming  up  in  the 
1  is  Gulf  &  Western,  which  holds 
■  Munsingwear. 

t  market  can't  recognize  a  bargain 

it  in  the  face,  Charles  Bluhdorn, 
lan  of  Gulf  ik  Western  Industries, 
r  can.  In  November  Oxford  Indus- 
ought  back  6%  of  its  common 
j&W,  who  made  about  $2.5  mil- 

that  deal.  Cannon  Mills  and  West 
'epperell  have  also  paid  premiums 
back  shares  from  Mr.  Bluhdorn. 

reason  that  people  like  Charles 
irn  see  many  of  these  stocks  as 
iing  investments  is  that  they're 

way  below  book  value.  For  every 
'ou  invest  in  Avondale  Mills,  for 
le,  you  get  $2.43  worth  of  book 
issets. 

ik  value  can  represent  obsolete 
ind  equipment  with  little  market 
'  cautions  Kay  Norwood.  "Liqui- 
ime  of  these  companies  and  you'd 
;t  about  half  book  for  their  assets." 
textiles  and  apparel  some  produc- 
isets  were  written  off  ages  ago. 
5,  many  companies.  Cone  Mills, 
imple,  have  been  making  major 
investments. 

bort,  the  bargains  Forbes  wrote 
last  September  are  still  there.  But 
:ople  are  beginning  to  notice.  ■ 


Clever  Tweedy,  Browne  doesn't  date  the  most 
glamorous  gal  in  town.  It  looks  for  wallflow- 
ers that  have  very  rich  daddies. 


Finding  money 
in  The  Street 


By  William  Baldwin 


WANNA  HOT  STOCK  TIP?  Tweedy, 
Browne  Inc.,  a  broker  and  in- 
vestment adviser,  recommends 
Simpson  Timber  Co.  at  $40,000  a  share. 
Earnings  are  a  respectable  $12,000  or  so, 
giving  an  attractive  multiple,  but  the 
folks  at  Tweedy  couldn't  care  less  about 
the  earnings.  What  they  see  is  an  esti- 
mated 60  acres  per  share  of  redwoods 
and  75  acres  of  other  timberland,  making 
the  stock  worth  10  or  20  times  the 
quoted  price. 

Tweedy,  Browne  is  a  dealer  in  inactive 
securities  like  Simpson  and  an  avid  buy- 
er of  any  stock  available  for  a  fraction  of 
its  intrinsic  value.  "If  you  can  find  a 
dollar  bill  for  a  nickel  it  makes  sense  to 
buy  it,"  says  Thomas  Knapp,  60,  who 
oversees  the  slow-paced,  almost  sleepy 
trading  room  in  Tweedy's  17th-floor  of- 
fices at  67  Wall  Street.  Knapp  and  the 
four  other  contented  millionaires  who 
run  the  firm  make  handsome  if  unspec- 
tacular profits  in  the  low-risk  business  of 
asset  plays. 

TBK  Partners,  the  firm's  main  invest- 
ment vehicle,  has  earned  22%  a  year  com- 
pounded since  January  1959,  compared 
with  8%  for  the  Standard  &  Poor's  500, 
including  dividends.  Besides  what  they 
make  on  their  own  $6  million  piece  of 
TBK's  $35  million  in  capital,  Knapp  and 
his  colleagues  take  a  fifth  of  each  year's 
profits  off  the  top  as  general  partners, 
leaving  a  still  attractive  16%  to  18%  for 
the  60  limited  partners.  They  also  collect 
a  1.5%  annual  fee  for  investing  another 
$60  million  in  individual  accounts. 

These  vulture  capitalists  don't  want  to 
hear  about  a  company's  bright  prospects, 
clever  management  or  new  products, 
only  how  much  meat  is  on  the  bones. 
Manufacturers,  for  example,  selling  for 
two-thirds  of  their  cash  and  inventories. 
Or  timberland,  television  stations  or  mo- 
tels going  for  one-third  of  appraised  val- 
ue. SEC  filings  show  that  TBK  and  affili- 
ated accounts  own  5%  or  more  of  a  gir- 


dlemaker  (Splentex),  a  publisher  of  reli- 
gious books  (Sadlier)  and  two  ladies' 
handbag  firms  (Consolidated  Accessories 
and  Olla  Industries).  Hardly  glamorous. 
"We  don't  want  to  value  the  what-if  part 
of  the  business.  We  want  to  value  the 
what-is,"  says  Christopher  Browne,  34, 
son  of  an  early  partner. 

Tweedy,  Browne  began  61  years  ago  as 
a  mail-order  business  of  Forest  Burwell 
Tweedy,  an  eccentric  Dickensian  char- 
acter who  attended  annual  meetings  of 
obscure  companies,  copying  down  share- 
holder lists  and  mailing  postcard  offers  to 
buy  or  sell  small  batches  of  stock.  But 
there's  more  money  in  investing  than  in 
trading.  If  you  can  buy  something  for  $5, 
why  sell  tomorrow  at  $6  when  it's  really 
worth  $25?  Today  Tweedy,  Browne  is  a 
marketmaker  in  20  stocks  and  an  inves- 
tor in  900.  Holdings  range  from  a  single 
share  of  Standard  Safe  Deposit  Co., 
around  the  corner  on  Broad  Street,  to 
controlling  interest  in  an  insurance  com- 
pany (bought  for  a  fraction  of  its  stock 
portfolio),  a  casketmaker  (a  current-as- 
sets play)  and  a  dredging  company 
(which  sits  on  several  miles  of  Delaware 
River  waterfront).  "We'll  buy  anything  at 
a  price,"  says  Chris  Browne. 

The  best  opportunities  are  in  thinly 
traded  securities,  but  they're  also  the 
hardest  buys  to  find  and  the  hardest  to 
assess.  Take  Simpson  Timber,  largely 
owned  by  the  billionaire  Reed  family  of 
Seattle.  Management  doesn't  cotton  to 
outside  shareholders,  and  it's  close- 
mouthed  about  finances,  to  say  the  least. 
The  one-page  1979  annual  report  doesn't 
bother  with  such  details  as  the  number  of 
shares  outstanding,  which  makes  valu- 
ation tricky.  This  is  not  such  an  unusual 
situation.  Of  15,000  companies  listed  in 
the  National  Stock  Summary,  nearly  half 
have  fewer  than  500  shareholders  and 
thus  don't  file  financial  data  with  the 
SEC.  Offered  a  few  shares  of  some  un- 
known, nonfiling  company,  Browne  says, 
"We'll  go  through  the  Dun  &.  Bradstreet 
listing  and  throw  in  a  real  low  ball." 


MARCH  2,  1981 


141 


Tti  eedy.  Bruivne  partners  John  Spears  { left)  and  Christopher  Browne 

"We  Aont  want  to  value  the  what-tf.  We  want  to  value  the  what-ia. 


That  often  works.  Typically,  brokers 
get  small  lots  of  obscure  shares  from  wid- 
ows or  executors.  Working  off  a  small 
commission,  they  have  little  incentive 
to  hunt  for  a  price  better  than  the  one 
Tweedy  or  one  of  its  competitors  is  quot- 
ing. Browne  gloats  over  the  124  shares  of 
American  President  Lines  TBK  picked 
up  two  years  ago  at  one-third  of  earnings. 
The  partnership  sold  out  to  Natomas  at  a 
1,100%  profit. 

Tweedy  is  at  the  receiving  end  of  this 
game  when  a  company  decides  to  get  rid 
of  outside  shareholders.  In  1971  the  firm 
paid  $5  each  for  36  shares  of  Maryland  & 
Pennsylvania  Railroad,  which  had  a 
quaint  little  35-mile  line,  complete  with 
wooden  trestle.  Taken  over  by  Emons 
Industries,  the  railroad  went  into  equip- 
ment leasing  and  was  quietly  making 
carloads  of  money.  Emons  tendered  for 
outside  shares  at  22.  Tweedy  held  out  for 
six  years  and  got  526. 

Those  mom-and-pop  outfits  brmg  nice 
percentage  gains,  but  they  are  not  the 
bread  and  butter  of  Tweedy's  business. 
There  aren't  enough  of  them.  Of  the  mon- 
ey Tweedy  manages,  80%  is  in  securities 
actively  traded  on  either  NASDAQ  or  one 
of  the  exchanges.  The  philosophy  is  the 
same:  Buy  companies  for  much  less 
than  what  an  appraiser  would  assign  to 
assets.  Then  wait  until  the  market 
catches  on  and  bids  the  stock  up  or  until 
the  true  value  is  realized  in  a  liquidation 
or  merger. 

The  basic  appraisal  method  involves 
"net  current  assets.  '  Tweedy's  expert  in 
this  is  |ohn  Spears,  a  32-year-old  partner 
who  drives  a  1974  Pontiac  beause  he's 
decided  the  used-car  market  undervalues 
gas-guzzlers.  He  explains:  "Take  cash. 


receivables  and  inventory,  including 
LIFO  reserves.  From  that  subtract  cur- 
rent liabilities,  long-term  debt,  unfunded 
pensions  and  capitalized  lease  obliga- 
tions. The  remaining  figure  is  what  we 
call  net  current  assets.  When  we  find  a 
stock  selling  at  two-thirds  or  less  of  that 
figure  we're  pretty  interested." 

The  LIFO  reserve  he's  talking  about  is 
the  spread  between  the  value  of  inven- 
tory at  current  prices  and  the  value  under 
the  last-in-first-out  method,  which  de- 
presses earnings  but  saves  taxes.  To  ig- 
nore the  reserve  is  to  get  a  distorted  view 
of  the  company's  performance — yet  that 
is  just  what  many  investors  do.  Lazare 
Kaplan  International,  a  smallish  dia- 
mond merchant  traded  on  the  American 
Exchange,  is  a  case  in  point.  The  report- 
ed results  are  miserable:  a  drop  in  earn- 
ings from  $2.77  a  share  in  fiscal  1979  to 
19  cents  in  1980.  The  footnotes  tell  a 
different  story:  In  1980  the  growth  in  the 
LIFO  reserve  added  $3.90  a  share  after- 
tax to  the  true  value  of  the  company's 
assets.  Spears,  valuing  the  company  as  if 
it  were  to  shut  its  doors  and  sell  off  the 
diamonds,  arrives  at  $29  per  share,  or 
twice  the  market  price.  "That  was  a  de- 
lightful year  for  the  Kaplans,"  says 
Browne.  "If  you  own  a  business,  the  last 
thing  in  the  world  you  want  to  do  is 
report  earnings  and  have  to  pay  taxes." 
Tweedy,  Browne,  which  controls  just  un- 
der 10%  of  Kaplan,  thinks  like  an  owner 
rather  than  a  stockholder. 

How  are  most  stockholders  different- 
Well,  says  Spears,  they  usually  make  the 
mistake  of  assigning  the  same  price 
earnings  multiple  to  a  debt-ridden  com- 
pany as  to  a  debt-free  one.  A  prospective 
corporate  buyer  wouldn't  make  that  mis- 


take. Consider  companies  A  and  B,  ( 
employing  $4  million  of  capital  to  ge 
ate  operating  earnings  (before  taxes 
interest)  of  $1  million.  A  is  half  finar 
by  debt  at,  say,  10%  interest.  Its 
income,  at  a  50%  tax  rate,  will 
$400,000,  and  with  a  multiple  of  7 
market  will  be  valuing  the  equity  at : 
million.  B  has  no  debt;  at  the  same  i 
tiple  and  the  same  tax  rate  its  equity 
be  valued  at  $3.5  million.  So,  the  t 
price  tag  for  A — stock  and  bonds — w( 
be  $4,8  million,  while  the  price  tag  i 
would  be  only  $3.5  million.  Obvio 
B's  equity  is  undervalued  relative  t( 
Tweedy,  Browne's  job  is  to  find  the  B 

Here's  one  of  them:  Kahler  Corp. 
itty-bitty  hotel  chain  based  in  Minn 
ta.  Spears  called  up  some  hotel  bu 
and  chatted  about  what  properties  g( 
these  days.  About  8  times  opera 
earnings  before  depreciation,  they  s 
That  would  make  the  company  wi 
$81  a  share,  3  times  the  current  prict 

Having  run  out  of  good  real  estate  p 
pects  like  that,  Spears  is  dabbling  in 
ings  and  loan  associations.  First  Fed 
S&.L  of  Raleigh  is  trading  for  a  third  o 
$27  book  value,  and,  it  happens,  is  rid 
lously  overcapitalized.  Spears  figun 
takeover  artist  could  yank  out  $1 
share — twice  the  stock  price — witl 
running  afoul  of  the  regulators. 

If  this  makes  investing  sound  as 
as  finding  money  in  the  street,  it  i 
An  amateur  playing  the  asset  g, 
might  succumb  to  impatience  or  be  a 
whelmed  by  transaction  costs  (Tw« 
buys  over-the-counter  stocks  at  thei 
price,  as  much  as  15%  less  than  an  i 
vidual  would  pay).  Even  the  experts  I 
plenty  of  losers,  such  as  the  net-i 
stocks  that  vanish  in  red  ink  and  ui 
able  inventories.  "It's  much  bette 
have  oil  in  the  ground  than  an  inven 
of  hairsprays  and  brassieres," 
Browne.  "Chances  are  the  oil  will 
crease  in  value.  The  brassieres  coul 
either  way."  That's  hindsight.  Brow 
father  sold  Belridge  Oil  at  115a  few  y 
before  Shell  took  it  over  at  3,665. 

Competition  is  a  serious  threat.  C 
puter  tapes  of  even  small  companie 
nancial  data  are  making  it  easy  for  r 
ey  managers  to  screen  for  balance  s 
bargains.  Tweedy,  Browne,  in  fact, 
be  crowding  itself  out  of  the  ma 
With  $100  million  to  invest — sc 
times  what  it  once  thought  it  could 
handle — the  firm  has  to  reach  out  to 
er  companies  like  Potlatch  and  Te.^ 
The  asset  theory  may  work  there 
but  it  won't  get  a  boost  from  the  m£ 
inefficiencies  that  make  smaller  coi 
nies  so  profitable  for  the  professiona 

Meanwhile,  Tom  Knapp,  the  inac 
stocks  expert,  is  hunting  for  some  i 
Simpson  Timber.  So  far,  he's  garr 
only  1.6  shares  for  the  TBK  portfol 
you  have  any,  give  him  a  ring.  You  rr 
talk  him  up  to  $50,000  a  share.  ■ 
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Flashbacks 


Kdited  By  Dero  A.  Saunders 


"The  more  things  change.  .  .  ." 
Items  from  past  issues  of  Forbes. 


(Here  "Flashbacks"  continues  the  prac- 
tice begun  in  the  last  issue,  of  accompa- 
nying one  or  two  items  from  issues  of  60, 
50  and  25  years  ago  with  explanatory 
material  to  put  them  in  historical  con- 
text for  today's  reader.  All  excerpts  from 
earlier  issues  are  in  quotation  marks.) 

Sixty  years  ago  in  Forbes 


"M.C.  Brush  (right),  president  of  the 
American  International  Shipbuilding 
Corporation,  presenting  to  Frederic  Mor- 
ris, representative  of  the  U.S.  Shipping 
Board,  a  key  symbolizing  the  turning 
over  of  the  world's  greatest  shipyard. 
Hog  Island,  to  the  Government.  Mr. 
Brush,  under  whose  able  management 
the  yard  operated  during  the  war,  has 
received  the  following  telegram  from 
Admiral  W.S.  Benson,  chairman  of  the 
Shipping  Board:  'Please  accept  my  con- 
gratulations upon  the  completion  of 
what  is  undoubtedly  the  greatest  feat  in 
connection  with  ship  construction  in 
the  history  of  the  world  and  which 
should  remain  as  a  monument  to  your 
initiative,  intelligence  and  energy  as 
long  as  the  Republic  endures.'  " 

What  elicited  this  extravagant  praise- 
Hog  Island  is  now  but  a  vaguely  troubling 
name  from  history.  But  in  its  day  that 
low,  roadless,  inarshy,  mosquito-infested 
area  just  south  of  Philadelphia  was  the 
scene  of  the  greatest  industrial  effort  of 
World  War  I,  the  heart  of  the  huge  ship- 
building operation  that  defeated  the  Ger- 
man U-boat  campaign  and  saved  the  Al- 
lies. Built  on  900  acres  acquired  in  Sep- 
tember 1917,  its  50  shipways  were  in 
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operation  within  months,  often  complet- 
ing in  under  30  days  oceangoing  ships 
that  traditionally  had  taken  up  to  18 
months  to  complete. 

But  Hog  Island  was  more  than  that.  As 
the  centerpiece  of  the  "fabricated  ship" 
concept — building  the  ship's  compo- 
nents at  outlying  mills  and  plants  for 
assembly  at  the  yard — Hog  Island  also 
showed  the  way  for  the  vast  U.S.  ship- 
building explosion  that  once  again  saved 
the  Allies  in  World  War  U. 

"The  business  outlook  is  more  satisfac- 
tory today  than  it  has  been  at  any  pre- 
vious time  in  more  than  eighteen 
months.  .  .  .  While  the  change  in  the  Ad- 
ministration will  not  in  itself  change  ac- 
tual financial  or  industrial  conditions 
one  iota,  the  sentimental  effect  may  be 
quite  pronounced,  for  there  is  no  gain- 
saying the  fact  that  the  expiring  Admin- 
istration has  not  inspired  the  confidence 
of  the  majority  of  financial  and  business 
men,  whereas  President  Harding  is  re- 
garded as  possessing  a  grasp  of  the  neces- 
sity for  cooperating  to  restore  harmony 
between  business  and  government,  espe- 
cially in  all  dealings  with  foreign  coun- 
tries. .  .  .  All  things  considered,  courage 
and  aggressive  action  are  now  thorough- 
ly justified."  — B.C.  Forbes 


Fifty  years  ago 

"Secretary  Mellon:  Your  financial  states- 
manship has  made  America  your  grateful 
debtor  Mainly  through  your  genius  the 
national  debt  has  been  reduced  over  $9 
billion  in  eleven  years.  You  have  consis- 
tently effected  refunding  operations  in- 


Trecisiiiy  Secrctcay  Andrew  W.  .Mclloi 


volving  many  billions  without  once  c; 
ing  the  slightest  unsettlement  in 
money  or  security  markets,  a  feat  w 
out  parallel  in  financial  history.  .  .  . 

"But,  Mr  Secretary,  will  you  pl< 
change  your  debt-reducing  policy?  \ 
you  not  please  give  first  thought  to 
present,  not  to  posterity,  now  that  n 
taxpayers  are  struggling  against  he 
odds  to  make  ends  meet?" 

Seldom  has  journalist  been  more  ; 
ceptive  than  Editor  B.C.  Forbes  in' 
mannerly  complaint  about  Treasury  i 
retary  Andrew  Mellon's  continuing 
flationary  policies  at  a  time — 19c 
when  deflation  was  already  ramp 
The  great  economic  question  about 
late  1920s/early  •1930s  is  not  why 
stock  market  crashed,  but  rather  ' 
that  crash  led  so  directly  to  the  G 
Depression.  The  answer  seems  to  be 
most  official  actions  to  combat  the 
pression  were  directly  pernicious- 
though  Secretary  Mellon's  advice  to  ' 
uidate  labor,  liquidate  stocks,  liqui 
the  farmers,  liquidate  real  estate"  w# 
somehow  stimulate  a  fast-shrini 
economy.  Thus  any  effort  to  make  cl 
plentiful  was  viewed  as  heresy  by  Dd 
crats  and  Republicans  alike.  But  be 
marveling  at  their  myopia,  recall  the 
ministrations  since  that  have  attac 
inflation  with  inflationary  weapons. 

"The  average  American  cannot  begi 

grasp  the  ramifications  of  the  injur 
world  commerce  caused  by  the  ti 
drop  in  silver  from  above  fifty  cen' 
approximately  twenty-five  cents 
ounce.  So  accustomed  are  Americai 
the  present  generation  to  the  gold  - 
dard  that  it  comes  as  a  shock  to  the 
learn  that  fully  half  the  human  rac< 
pend  upon  silver  as  their  currency.  I 
ing  the  purchasing  power  of  one  a 
half  billions  of  people  has  naturall' 
gravated  inordinately  the  current 
pression  throughout  the  world.  ..." 


TWenty-five  years  ago 

"For  those  who  are  seriously  wo 

about  our  economy,  I  can  think  < 
better  tonic  than  a  trip  along  this 
Coast  of  our  Florida  vacationlan 
what  I  have  seen  and  heard  here  is 
criterion,  the  public  is  still  in  a  sper 
mood.  Optimistic  estimates  of  a  IS'i 
18%  increase  in  Florida's  tourist 
ness  over  1955's  $1  billion  may  be 
but  there  is  no  question  that  the  vac 
industry  is  expanding.  One  hesitat 
use  the  word  'boom'  to  describe  wl 
going  on  down  there  .  .  .  But  no 
else  can  describe  what  has  happen 
the  last  five  years  in  Florida." 

— Malcolm  S.  F 
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800-327-6970 

Facts  About  U.S. 
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to  receive  24%.  Overrides  are 
on  5  levels.  Free  details. 
ENHANCE  MARKETING 
P.O.  Box  32198-M 

Minneapolis,  Minn.  55432 
:all  Mr.  Sanders  l-612-755-*91 1 
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BUSINESS  OPPORTUNITIES 

FREE  MONEY 
REPORT 

5,000  unique  money  sources  for  new 
or  existing  businesses  at  very  com- 
petitive rates.  Lucrative,  prestigious 
business  opportunities  also  available. 
Work  your  own  hours.  No  experience 
necessary.  Proven  success  formula. 
National  company  will  assist  every 
way  possible.  Write:  DFC,  Dept. 
43-B-3,  1145  Reservoir  Avenue,  Cran- 
ston. Rhode  Island  02920. 


FRANCHISES 
AVAILABLE 


ARBY'S  INC. 

America's  Largest  Roast  Beef  Chain 
Franchises  in  select  multiple  & 

single  store  areas  available. 
Call  Ted  Smilh  In  Atlanta  GA. 
(404)  262-2729 


Petrogram  Services  offers  a  new  Con- 
cept in  filing  for  oil  &  gas  leases. $15 
per  filing  period  brings  you  instruc- 
tions, materials  &  geological  recom- 
mendations. For  free  brochure  contact: 
Petrogram  Services,  2300  Candelaria 
Albuquerque,  NM  87107 
(505)  884-2844 


Do  You  Have  A  Product? 

We'll  sell  it  on  national  TV,  pro- 
duce a  hard  hitting  TV  commer- 
cial and  ship  for  a  percentage  of 
profit.  Also  TV/Print  plans  avail- 
able. 

Harold  Stanley,  RLP  Mktg. 
1728  Cherry,  Phila.,  Pa.  19103 
215  568-6400 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


MakeYo^r  irearti 
CoMiie  Trie.K..  BecoiiK 


er) 


HfiMifiiirT 


i .  Owning  a  bank  is  a  dream  shared 

'W^^^^^^tBt'  I  by  almost  everypne.ljut  few  people. 
^^HiP^l^^f      '       ever  have  the  opportunity  or  the 

'    capital  to  own  an  ordinary  bank.  Now  it  is 

possible  for  a  few  selected  individuals  to 
own  a  (barter)  bank  that  deals  in  trade  units 
instead  of  cash,  and  converts  those  trade  units  into  a  wide  variety  of  products  and  ser- 
vices. If  you  are  able  to  make  a  substantial  investment  and  have  leadership  ability,  this  may 
be  the  opportunity  for  you.  We  are  looking  for  people  to  build  an  organization,  manage  a 
multimillion  dollar  business,  and  realize  the  full  potential  of  their  market.  Barter  is  the 
business  of  today  and  the  future,  and  our  Company  is  the  largest  structured  trade  organiza- 
tion in  the  country.  If  you  are  a  quality  person  with  capital,  ambition  and  management  ability,., 
call  or  write  us  today,  ' ' 


Barter 

Systems, 

Inc. 


4648  N.  MacAffliur  •  Oklahoma  City,  OK  731 22  •  1  -405-495-5540  1  ■800.654.32e3     A«k  lor  franchising  Inlarmallon 
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one  out  of  every  7  FORBES 
subscribers  is  a  millionaire 
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"he  colleges  are  in  deep  (inancial 
rouble. 


IK 


They're  having  to  drop  courses, 
fire  professors,  close  laboratories 
and  limit  libraries. 


Make 
America 
^   smarter.  ^ 

They  desperately  need  your  help. 
So  give  them  a  hand  today. .  .for 
a  better  tomorrow. 


'"oiincil  (or  Financial  Aid  to  Education  Inc 
i  ,m  Fifth  Avenue  New  York  N  Y  10019 

A  Public  Service  of  This  Magazine 
&  The  Advertising  Council 


Make  America  smarter. 
Give  to  the  college  of  your  choice. 
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REAL  ESTATE 


REAL  ESTATE 


INVESTMENTS 


The 

Myrtle  Beach 
Resort 

Oceanfront  Condominiums 

$8,000  Down 

90%  Financing 
$79,900 

^  _  ^^-'^^^^^P^  Two  Bedrooms 

"    "  ■         -VS'  Fully  Furnished 

Lovely  Natural  Setting 
Wide  Oceanfront  Balcony 
Located  in  South  Myrtle  Beach,  S.C 
Reminiscent  of  Hilton  Head  Island 

^r'in^tiLZ'ch.n,.  Call  toll  free  1-800-845-0871 

Nol  vM  ,nsldU-wlK-r>M'n'hibilfd  hv  Im.      (In  S.C,  Call  1-800-922  0841) 


Treehotise 

4 


Assemble  This  Unique  Home 
In  A  Few  Weeks 

For  Price  &  Construction 
Package  Information  Send  $4  00  To; 


xJopsider  Homei 


P.O.  Box  849  F 
Yadkinvilie,  N.C.  27055 
919-679-6846 


REAL  ESTATE  WANTED 


HARD  TO  SELL 
DISTRESSED 
AND  OTHER 
REAL  ESTATE 
ACCEPTED  BY 

RELIGIOUS 
CORPORATION. 
WILL  STRUCTURE 
CONTRIBUTION 
OF  REAL  ESTATE 

TO  MEET 
NEED  OF  DONOR 

(516)  751-6644 


LOG  HOMES 


BBESNBimTRiD!N6C0:-i 


MANUFACTURERS 
OF  QUALITY 
LOG  HOMES 


Send  25C  for  our  Brochure 
BOSTON  CORNERS  ROAD 
MILLERTON.  NEW  YORK  12546 
518-789-3JU 


FREE  CATALOG 

Big  .  .  .  Free  SPRING  1981  Catalog 
describes  and  pictures  more  than  2,800 
farms,  ranches,  acreages,  recreational 
properties,  businesses,  town  and  coun- 
try homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  pre- 
ferred. 

UNITED  FARM  AGENCY 
612-Y  W.  47th  Street 
Kansas  City,  MO.  64112 


DA1 A  PROCESSING 


TRS-80 
COMPUTERS 

Unbeatable  Discount  Prices 
Write  for  Catalog  &  Prices 
WOODSTOWN  ELECTRONICS 
Route  40E 
Woodstown,  NJ  08098 
Phone  609-769-0551 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  213-795-5558 
SOUTHLAND  UNIVERSITY 
Dept.  21 B       69  N.  Catalina 
Pasadena,  CA  91106 


POSITIONS  AVAILABLE 


RESEARCHER/ ANALYST  — 
EQUITIES 

Investment  advisor-publisher 
(NYC)  adding  to  staff  seeks  in- 
depth  coverage  of  listed  equities 
(generalist). 

Send  resume,  stating  salary  re- 
quirements, to  Box  209  Forbes, 
60  Fifth  Ave.,  New  York,  NY 
10011. 


KRUGERRANDS  AND 
SILVER  REDUCED!. 


21-199/Krind  -  NY  spot  +  J25/»iill; 
1-20/Krtnd  =  NY  ipot  +  {29/unlt.  tlOOO 
fict  valui  illver  coin  bags  $11,690  whin 
spot  silver  It  $14.30/oz.  Silver  bin  and 
scrap  gold.  No  lalei  tax  for  retldintt  out- 
tide  Virginia.  •  Free  brochure:  John  Greer, 
The  Va.  Gold  &  Silver  Trading  Co..  102  E. 
Franklin  St.,  Richmond,  VA  23219.  National 
toll  frae-ltOO)  446-3704:  National  Inclad- 
Ing  Alaska  and  HawalHSOO)  446-3441;  In 
Va.-(804)  648— GOLD. 


KRUGORANDSREOUCH) 
1-800-526-0471 

CALL  TOLL  FREE  or  WRITE  FOR 

FREE  BROCHURE 

SMORQANSILVERS'e*  NO  SALES  TAX 
ART&  COIN  ENTERPRISES  INC 
SO  MVIrglnta  Ct  Engtovvood  aini,NJ 07632 


BUSINESS  VENTURES 


CAPITAL  &  INVESTMEN1 
OPPORTUNITIES 

INVESTMENT  OPPORTUNiri 
NEWSLETTER 

This  one  of  a  kind  newsletter  cii 
lates  monthly  to  over  5000  Invest 
Get  your  situation  to  the  right  mar 
place  now.  Also,  $200,000,000  w( 
of  loan  situations  and  real  estate 
portunities  that  you  can  capitalize 
each  month.  Interesting  investn 
articles.  Unique  moneymaking  opi 
tunities.  Tips,  contacts,  lender  ir 
views  and  more.  Free  Details: 

THE  INVESTOR'S  EXCHANG1 
Dept.  43-0-3,  1145  Reservoir  Avm 
Cranston,  Rhode  Island  02920 

CAPITAL  TO  INVEST 


PENNY  STOCK  PREVIEW^* 


Get  in  on  the  ground  floor  fl 
upcoming  Penny  Issues.  Pufl 
listied  monthly.  For  detall( 
write  or  call  Idea  Marketin 
Corp.,  Dept.  F,  1901  N.  Olde 
Ave.,  Trenton,  NJ  08618,  60S 
882-6880. 


Enhance  Marketing 

P  O  Box  1.  Bngham  Cily,  Ulah  84302 
Dynamic  new  marketing  com- 
pany founded  by  past  Pres.  of 
Shakiee  Corp  Looking  for  Ex- 
perienced Sales  leaders — to 
establish  sponsorship  lines. 

Call  (BOl)  734-9701 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A2ro  Forbes 
60  Fifth  Avenue 

New  York,  NY  10011 


ART  &  ANTIQUES 

BRONZE  COLLECTION 
FOR  SALE 

Individual  must  liquidate  entire  • 
lection  of  Western  and  Europ< 
bronze  sculptures.  Works  may  be  p 
chased  singly.  Artists  include  RemJ 
ton,  Russell,  Fraser,  Barye,  Me 
Bonheur,  Kauba,  Moigniez,  et  al. 
For  details,  write:  Box  211,  Forb« 
60  Fifth  Ave.,  NY  10011 


SHARING 


ISCARIN 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 

REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$24.65.  Minimum  size  ad  Is  one  inch  (14  agate  lines) 
costing  $345.10.  FORBES  will  typeset  without  charge. 

DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$24.20.  Minimum  size  for  display  of  two  inches  (28 
agate  lines)  costing  $677.60.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 

FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN/FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2440 


Forbes 


COMPUTERS 


RYMAC  INDUSTRIES,  INC. 

0%-15%  DISCOUNT 
OR  MORE  H 

H  ALL  NEW  RADIO  SHACK'f)  TRS-80 
MODEL  II  and  III  COMPUTERS 

^odel  M  1  disc.  $3,509.10,  Brand  New  in 
ns  Delivered  Marymac  Industries  owns 
erates  the  Radio  Shackt?  dealership  in 
Texas  Warranties  will  be  honored  by  all 
any  owned  Radio  ShackC  stores  &  par- 
ling  franchise  dealers  and  authorized 
centers  Save  Slate  Sales  Tax.  Texas 
ents  Add  Only  5%  Sales  Tax.  Open  Mon.- 
10-7  We  pay  freight  and  insurance.  No 
charge  for  Mastercard  or  Visa.  Call  us 
Reference  -n  or  near  your  city  Hefer- 
Farmers  State  Bank.  Brookshire,  TX. 

Orders:  1-800-331-3660  or  3681 
9  Katy  Fvry.,  Katy(  Houston),  Tokos  77450 

1-713-392-0747 
^  1910,  Morymoc  Indutlrfos,  Inc.— 
Ed  or  Joo  McMonus 


lOOKS/PERIODICALS 

fNCOMMON  I 
ODYSSEY!  I 

CREDIBLE  TRAVELS  | 
)F  AN  EXECUTIVE  | 

WHO  DARED  | 

TO  ESCAPE! 

CompHmentaty  imaue.  Write. 

lEW  PRESS*  14  New  England  Road 
Maplwood,  N  J.  07040 

COAL  DEPOSITS 

1  are  financing,  planning,  ex- 
g,  drilling,  or  digging  in  con- 
n  with  any  form  of  energy,  you 
this  complete,  up-to-date  book 
the  world's  coal  deposits.  In- 
production  and  reserves  for 
Hardcover,  6x9  inches,  590 
Table  of  contents,  drawings, 
references,  1980.  $156.  Money 
juarantee. 

TATSCH  ASSOCIATES 

ler  Road,  Sudbury,  Mass.  01776 

MANUFACTURERS' 
REPRESENTATIVES 

ECOME  A  .SUCCESSFUL 

MANUFACTURERS' 

REPRESENTATIVE 
acturers'    Agents'  Newsletter 
ou  which  firms  are  looking  for 
sntatives,  the  firm's  product  line 
rritories  available. 

For  information  write: 
ufacturers'  Agents'  Newsletter 
I78A,  23573  Prospect  Avenue 
armington,  Michigan  48024 


Classified/ 


EXECUTIVE  GIFTS 


The  new  school 
of  thought  in 
old  school  ties. 

The  new  school  prefers  its  corporate 
pride  10  be  slated  with  taste  and  sub- 
tlety Thai  IS  why  Hampton  Hall  de- 
velops a  fashionable,  versatile  dignity 
into  every  custom  design  Ask  lor  our 
free  brochure  showing  such  exclusive 
creations  in  lies  and  scarves 

HInlfniMi  efd«f  150 

Hampton  MaU,  £td. 

corporate  fashion 
51  East  42nd  Street  •  Department  FB-  3 
Ne«  YofK,  N  Y  10017  •  (212)  MU  7-6810 


EXECUTIVE  SERVICES 


NECKTIE  NARROWING 


NECKTIES  RECUT  &  RESHAPED 
to  the  new  narrower  width — 
$4.50  per  tie  4  tie  minimum 
Send  for  free  tie  mailer  or  mail 
direct.  Satisfaction  guaranteed 
ROBLIN  TIEIWASTER 
190E  Glen  Cove  Avenue 
Glen  Cove,  NY  11542 


FORBES  BINDERS 


SLIP  CASES  OR 
BINDERS 

for  a  year  of  Forbes  magazine. 

In  red  and  gold  leatherette. 
Slipcases:  $5.95;  three  for  $17 
Binders:  $7.50;  three  for  $21.75 
Send  check  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp- 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


COLOR 
CATALOG 

BUILD  YOUR  OWN  GRANDFATHER  CLOCK 


Prices 

Starting 

Under 


«250 


(including 
movement 
and  dial) 


•  Do-it-yourself  case 
kit,  parts  pre-cut 

•  Finished  clocks 

•  Solid  3/4"  hard- 
woods: black 
walnut,  cherry,  oak 


EMPEROR*  • 

CLOCK  COMPANY 


Dept.  791     Emp«ror  Industrial  Park 
Faiittope.  Alabama  36532 


Heirloom  quality 
Factory  direct  prices 
Solid  brass  VJest 
German  chiming 
movements 
Money  back 
guarantee 
Prompt  shipment 

MASTERCARD  ind 
VISA  ACCEPTED 


AiiiPica'snTQ: 

LOWEST 


WE  WILL  BEAT  ANY  PRICE  AT  ANY  TIME 

Apple  II  '>48K  1,099.95 

Apple  III  Computers  .  .  .  .  3.095.9b  &  up 
Hewlett  Packard  HP41 CV  .  .  .  269.95 
Mewlen  Packard  HP41 C  .  .  .  189.95 
Hewlen  Packard  HP  85  ....  2,495.00 
Texas  Instruments  TI-59  .  .  .  199.95 
Texas  Instruments  99/4  Computer  469.95 
Mattel  Intellivision  2609  .  .  239.95 
Mattel  Horse  Race  Analyser  .  .  94.95 
Sony  Walkman  TPS  L2  .    .    .    .  169.95 

AtanOOO,  16K   759.95 

Olympic  Sales  Company  •  216  So.  Oifotd  Ave. 
Los  Angeles,  CA  90004  •  Telex  67  34  77 
TOLL  FREE  (800)  421-8045  (outside  CalHI 
In  213  Area  Code  (213)  739-1130 
y   In  Calif.  800-252-21 53  Request  out  Catalog 


MISCELLANEOUS  FOR  SALE 

GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Trade, 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  I^AIN  ST. 
GREENVILLE.  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-8352 

COMPLETE  LINE  OF 
INVESTMENT  QUALITY 
BRAZILIAN  GEMSTONES 

Direct  from  the  Mines  of 
UNITED  MINING  CORPORATION 
U.S.  office: 
235  6th  Street 
Pine  City,  Minn.  55063 
612-629-2537 
Industria  De  Joias  Padua  LTDA. 
Belo  Horizonte,  Brazil 


CIGARS  DON'T 
TASTE  RIGHT 
LATELY? 


The  Peerless  Collection 


Try  These 
HONDURAS 
HANDMADES 

All  Tobacco,  All  Vintage-Leaf,  Long- 
Filler,  Cuban-Seed-Leaf  Tobaccos 

Mild,  mellow  and  flavorful.  Hand-rolled 
from  top-grade  tobaccos  grown  in  the 
hidden  Jamastran  Valley  of  Honduras. 
Aged  to  perfection  and  skilfully  blended 
into  cigars  that  are  sheer  delight  to 
smoke.  Draw  easily  Burn  evenly.  24 
cigars.  3  different  shapes  For  a  luxuri- 
ously enioyabie  smoking  experience,  try 
them  now.  Only  $14,90,  delivered 
Natural  or  EMS  wrapper  Use  ma)or 
credit  card, 

THOMPSON  CIGAR  COMPANY 

200  N.Edison  Ave,  Dept.  A608 
 Tampa,  FL  33606 


CALL  TOLL-FREE: 
800-237-2559 

IN  FLORIDA:  800-^82-0646 


We're 
Fighting  for  Your  Lifo 

America!^  Heart  Association  (J) 


Thoughts 

on  the  Business  of  I  >ife 


Genius  is  the  gold  in  the  mine; 
talent  is  the  miner  who  works 
and  hrings  it  out. 
Marguerite  Blessington 


The  great  hope  of  society 
is  in  individual  character. 
William  Ellery  Channing 


This  is  the  feeling  that 
gives  a  man  true  courage — 
the  feeling  that  he  has 
a  work  to  do  at  all  costs: 
the  sense  of  duty. 
Charles  Kingsley 


Duty  is  what  one 
expects  from  others. 
Oscar  Wilde 


Let  men  laugh,  if  they  will, 
when  you  sacrifice  desire  to 
duty.  You  have  time  and 
eternity  to  rejoice  in. 
Theodore  Parker 


A  Text . . . 

Rejoicing  in  hope; 
patient  in  tribulation; 
continuing  instant 
in  prayer. 
Romans  12:12 


Sent  in  by  Mrs.  loan  L.  Miller,  Colorado 
Spnngs,  Colo.  Wnat's  your  favorite  text? 
Tne  Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders  of 
texts  used. 


Such  Strength  as  a  man 
has  he  should  use. 
Cicero 


Why  do  they  always  teach  us 
that  it's  easy  and  evil  to 
do  what  we  want  and  that  we 
need  discipline  to  restrain 
ourselves?  It's  the  hardest 
thing  in  the  world  to  do  what 
we  want  and  it  takes  the 
greatest  kind  of  courage. 
Ayn  Rand 


Liricolfi's  learning  and  ivisdom 
and  statesmcuiship  did  tu>t 
descend  unsought  and  unearned 
from  the  skies.  How  many 
studious  hours  he  spent  while 
others  about  him  idled  and 
played,  what  measure  of  self- 
denial  he  practiced  during  the 
preparatory  years  of  bis 
obscurity,  who  can  reckon!" 
If  you  begin  by  denying  yourself 
nothing,  the  world  later  is 
apt  to  do  your  denying  for  yuu. 
Deny  self  or  be  denied. 
B.C.  Forbes 


To  be  nothing  is  the 
result  of  doing  nothing. 
Harry  F.  Banks 


Wood  bums  because  it  has  the 
proper  stuff  in  it;  and  a  man 
becomes  famous  because  he  has 
the  proper  stuff  in  him. 
Goethe 


Of  all  sorts  of  earthly  good 
the  price  is  self-denial. 
Roswell  D.  Hitchcock 


I  would  not  waste  the  springtime 
of  my  youth  in  idle  dalliance; 
I  would  plant  rich  seeds  to 
blossom  in  my  manhood,  and 
bear  fruit  when  I  am  old. 
James  Hillhouse 


Let  nothing  pass  that 
will  advantage  you. 
Cato 


More  than  3.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave..  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Gift,  like  genius,  I  often 
think  only  means  an  infinite 
capacity  for  taking  pains. 
Jane  Ellice  Hopkins 


Indolence  and  stupidity 
are  first  cousins. 
Antoine  Rivarol 


No  man  has  learned  anything 
rightly  until  he  knows  and  feels 
that  every  day  is  doomsday. 
Thomas  Carlyle 


The  gift  of  gaiety  may  itself 
be  the  greatest  good  fortune, 
and  the  most  serious  step 
toward  maturity. 
Irwin  Edman 


A  dull  axe  never 
loves  grindstones. 
Henry  Ward  Beecher 


The  way  to  fame  is  like 
the  way  to  heaven, 
through  much  tribulation. 
Lawrence  Sterne 


There's  no  discipline 
in  life  except  necessity. 
Arnold  Glasow 


The  natural  flights  of  the  human 
mind  are  not  from  pleasure  to 
pleasure,  but  from  hope  to  hope 
Samuel  Johnson 


People  squelch  their  real 
selves  because  they  have 
learned  to  fear  the  consequences- 
of  real  self-being. 
Alfred  North  Whitehead 


Many  people  go  throughout  life 
committing  partial  suicide — 
destroying  their  talents, 
energies,  creative  qualities. 
Indeed,  to  learn  how  to  be  good 
to  oneself  is  often  more 
difficult  than  to  learn  how 
to  be  good  to  others. 
Joshua  Liebman 
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BARCLAY' 


^9%  tar  free. 


The  pleasure  is  back. 
BARCMY 


I  MGTAR 


Also  available  in  100 's  and  Box 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


12'YEAR'OLD  SCOTCH 

Discover  more. 


Discover  more. 
Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12 -year-old  Scotch  in  the 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Tr>'  the  taste  beyond  premium  ;  v 
Scotch.  ■'/ 

The  Glenlivet 

Unchanged  since  1824.  > 


March  16, 1981 


2^ 
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Why  75  of  the  to 
use  Morgan  for  cas 


Cash  management  has  come  a  long  way  since  the 
green  eyeshade  era.  Today  it  demands  a  bank  with 
sophisticated  computer  technology,  financial  brains, 
and  superior  operational  capability.  This  is  a  job, 
say  leading  corporations,  for  which  The  Morgan 
Bank  is  uniquely  qualified.  Here  are  9  reasons  why. 

1.  Morgan  has  the  knowledge  and  experience. 

No  bank  concentrates  more  on  serving  the  financial 
needs  of  major  corporations  and  institutions  than 
Morgan.  A  key  element  is  the  collecting,  moving, 
and  reporting  of  corporate  cash.  In  1972  Morgan 
introduced  the  first  modern  account  information  sys- 
tem for  daily  reporting  of  balances  and  transactions. 
Under  the  same  MARS  name  (for  Morgan  Account 
Reporting  Service),  Morgan  today  offers  computer- 
ized communication  and  interaction  services  that  give 
the  client  information  and  action  on  a  timely  basis 
never  before  possible. 

2.  Morgan  helps  you  achieve  tighter  cash  control. 

How  does  a  multi-location  company  maintain  control 
of  corporate  ftnids?  Morgan  has  devised  some  unique 
solutions.  For  example,  we  recently  developed  a  way 
to  notify'  a  service  company's  branches  worldwide  as 
soon  as  payments  from  their  clients  arrive  at  the  com- 
pany's cash  concentration  point  in  the  U.S.  For 
another  firm  with  many  subsidiaries,  we  simplified 
and  speeded  information  flow  by  showing  how  its 
headquarters  office  could  function  as  a  central  bank 
for  the  entire  organization. 

3.  Morgan  knows  how  to  make  your  money 
make  money. 

The  faster  your  corporate  funds  can  be  freed  up,  the 
greater  the  opportunity  for  making  them  more  pro- 


These  Morgan  officers  worke'd  as  a  team  to  automate  a  inajor  coiiip 
money  transfers.  From  left:  Joel  Cohen,  Operations  Services.  Jolin 
Nordstrom.  Money  Transfer;  Frank  Madden,  National  Banking.  1j 
Sweeney,  Systems  Development.  j 

ductive.  Morgan  clients  are  often  surprised  at  wha 
can  be  done.  One  of  our  lock-box  feasibifity  studie 
for  example,  showed  the  client  how  to  increase 
daily  available  cash  by  about  .33%.  This  represent! 
gain  of  over  $4.  5  million  in  collected  funds  at  the 
concentration  bank. 


I  11  Member,  FDIC 

0  US.  corporations 
anagement  services 


gan  ranks  No.  1  in  operations. 

ial  officers — who  cite  faulty  operations  as  a 
5ason  for  changing  banks — give  Morgan  top 
for  operational  excellence.  Survey  after  survey 
)wn  this.  Our  high  rating  results  from  the 
/  we  give  to  selecting  and  training  top-quality 
nel  for  vital  areas  such  as  money  transfer,  com- 
itions  services,  and  check  processing. 

•gan  gives  you  a  team  of  specialists. 

nker  who  is  your  account  manager  works  with 
management  and  operations  specialist  assigned 
;ally  to  your  account.  Both  know  your  key  peo- 
ur  financial  goals,  your  cash  management  phi- 
y.  To  provide  the  services  you  need,  they  call 
erts  from  the  departments  where  your  transac- 
re  executed.  The  Morgan  team  is  like  an  exten- 
your  own  treasury  staff  And  the  same  team 
'ith  your  account.  So  there's  no  interruption  in 
sonal  service  and  attention  you  receive. 

jan  knows  when  to  say  "no." 

[organ  client  was  all  set  to  automate  payroll 
.res  by  converting  to  electronic  ftmds  transfer 

T  to  save  clerical  expense.  We  advised  against 
analysis  showed  that  the  loss  of  funds  availa- 

ould  cost  more  than  the  amount  of  the 

sd  saving. 

gan  says  don't  be  dazzled  by  computer 
»nd  whistles." 

plosion  in  computer  technology  can  create  con- 
about  what  is  truly  practical  and  productive, 
ial  executives  need  to  ask:  Will  tliat  new  hot 
really  give  me  greater  control,  better  informa- 
lore  cash  availability?  Talk  to  Morgan.  We  can 


help  you  apply  the  best  of  what's  available  today  and 
get  ready  for  what's  coming  in  the  fiiture. 

8.  Morgan  designs  a  program  specifically  for  you. 

Our  cash  management  services  don't  come  in  a  pre- 
determined package.  We  study  your  needs  and  then 
recommend  action  that  will  result  in  the  frinds  flow 
and  information  flow  that  are  right  for  you.  For 
instance,  our  eight  MARS  communication  services 
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disbursement  float  analysis? 

These  are  typical  questions  Morgan  specialists  are 
asked  to  explore  and  find  answers  to.  Whatever  your 
company's  cash  management  needs  and  objectives, 
investigate  what  The  Morgan  Bank  has  to  offer  For 
details,  call  or  write  Douglas  A.  Warner  III,  Vice  Pres- 
ident, Operations  Services  Dept.,  Morgan  Guaranty 
Trust  Company  23  Wall  Street,  New  York,  N.Y  10015. 
Telephone  (212)  483-2785. 
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"Astounding". .  "Amazing". . . 
A  miracle!' 

That's  what  the  experts  said  when 
hey  saw  our  new  XL-10  Imaging 
-^rocess. 

A  dramatic  breakthrough  in 
:opy  quality. 

It  actually  gives  you  ofFset- 
juality  copies.  Blacker  blacks  and 
whiter  whites  than  you've  ever  seen 
before. 

Even  the  tiniest  details  leap  out 
xisp  and  clear 

Of  course,  a  copy  is  worth  a 
housand  words.  So  if  you  send  your 
:)usiness  card  to  us  at  Xerox  Square, 
Rochester,  New  York  14644,  or  call 
^00-648-5600,  operator  260,*  we'll 


send  you  back  an  XL-10  copy.  Or 
arrange  a  demonstration. 

Once  you  see  it,  we  think  you'll 
agree  with  our  experts. 

XL-10  copies  aren't  just  positively 
beautiful. 

They're  absolutely  faithful. 
Miracles  are  now  available  in 
these  convenient  packages. 

You  can  witness  the  miracle  of 
the  new  XL-10  Imaging  Process  in 
two  new  Xerox  machines. 

The  Xerox  8200  copier/duplica- 
tor  and  9500  duplicator. 

The  9500  duplicator  turns  out 
XL-10  quality  copies  at  the  rate  of 
120  per  minute.  It  also  gives  you  two- 
sided  copies,  reduces  and  can  auto- 
matically sort  your  copies  into  a 
virtually  liirdtless  nurnber  of  sets. 

Optional  attachments  let  you  put 
m  together  the  most  com- 
Zmm       -    plicated  jobs. 

The 


Xerox  8200 


The  Xerox  9500 


gives  you  XL-10  quality 
copies  at  the  rate  of  70  per  minute. 

It  automatically  feeds  originals. 
It  makes  two-sided  copies.  It  also  re- 
duces. Automatically  collates.  And 
then  staples  all  the  ^_ 
copies  together  into 
nice,  neat,  manageable  | 
sets.  — 


The  Xerox  8200 


All  with  the  push  of  a  few  buttons. 
The  Xerox  8200.  And  9500. 
Two  mii'acle  workers  from  Xerox. 


TheXblO  Imaging  Process. 

XEROX 


n  Nevada,  call  800-W2-5710,  operaior  250. 
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David  Stockman  in  Peking 


Beginning  on  page  31  Jerry  Flint  inter- 
views our  retiring  ambassador  to  China, 
the  immensely  able  Leonard  Woodcock. 
So  what's  going  on  in  China?  It  seems 
the  revolutionary  government  is  busy 
balancing  the  budget,  fighting  inflation 
and   closing   down   inefficient  plants. 


Sound  familiar;  It  ought  to.  These  are  t) 
same  problems  facing  capitalist  natiol 
today.  You  can  conclude  that  Chinj 
revolutionaries  are  getting  old  and  co 
servative  but  you'd  be  missing  the  poir 
The  real  lesson  is  that  the  laws  of  ec 
nomics  do  not  bend  to  political  rhetori 


Clarity,  please 


Usually  we  plug  Forbes  articles  in  this 
space.  This  time  we  can't  resist  plugging 
another  publication.  The  Washiti^kju 
Quarterly.  Grab  its  latest  issue  for  an 
article  by  historian  Walter  Laqueur.  It  is 
called  "Foreign  Policy  and  the  English 
Language,"  but  its  message  is  equally 
applicable  to  domestic  policy  and  to 
business'  troubles  with  the  news  media. 
The  articulate  Laqueur  ridicules  the 
press  and  television  for  using  political 
labels  loosely.  For  example,  referring  to 
poor  Lebanese  Christians  as  "right- 
wing"  while  poor  Lebanese  Muslims 
are,  somehow,  "leftist."  He  scoffs  at 
referring  to  oriental  despotisms  like 
Muammar  Qaddafi's  or  Kim  II  Sung's  as 
"Marxist"  or  "socialist."  Does  "corrup- 
tion" occur  only  in  countries  friendly  to 
the  U.S.?  Laqueur  pours  scorn  on  the 
common  media  usage  of  "detente,"  to 
mean  that  the  Kremlin  is  aflutter  with 


doves  while  to  the  realists  in  Moscc 
detente  means  unilateral  U.S.  disarm 
ment  and  retreat.  Forbes  says  hurray  f 
Laqueur.  In  this  issue  Steve  Forbes  su 
gests  (p.  21)  that  media-labeled  liberaj 
like  Tip  O'Neill  are  really  quite  reactioj 
ary.  We've  a  question  for  our  medj 
colleagues:  You  talk  of  Reagan's  budgel 
cutting  as  hurting  the  poor,  but  wouldr) 
it  be  more  accurate  to  say  that  tt 
Reagan  program  hurts  the  hureaucrac 
which  presumes  to  speak  in  the  name  i 
the  poor?  What  really  hurts  the  poor 
the  lack  of  job-creating  domestic  inves 
ment.  Since  the  Reagan  program 
aimed  at  alleviating  this  problem,  wh 
not  call  the  Reagan  program  "pro-thrifl 
and  the  Democratic  opposition  "pr( 
bureaucracy"?  Clarity  of  lanf>uage.  Is 
too  much  to  ask  of  headline  writers  ar 
those  who  compose  the  lines  that  ai 
chormen  utter? 


Tough  talk 


I  recently  attended  a  small  dinner  where 
one  of  our  leading  industrialists  had 
some  advice  for  Washington  on  how  to 
deal  with  the  flood  of  Japanese  cars.  "We 
should  tell  the  Japanese,"  he  said,  "either 
behave  like  gentlemen,  or  we'll  knock 
you  on  your  ass."  That  good  American 
sentiment  brought  chuckles  from  the 
guests  and  a  clear  undertone  of  sympa- 

One  of 


thy.  In  the  article  "Has  Germany  caug] 
the  American  disease?"  Contributin 
Editor  Norman  Gall  demonstrates  thi 
Germans  are  now  beginning  to  feel  th 
same  way.  But  while  wishing  to  cui 
excesses,  thoughtful  Germans,  lik 
thoughtful  Americans,  realize  the  folly  ( 
blaming  the  Japanese  for  their  own  ec( 
nomic  sloppiness  Csee  p.  42). 

a  kind 

It's  hard  to  visualize  editing  Forbes  witl 
out  having  Bob  Flaherty  just  down  the  ha 
to  act  as  sounding  board  and  human  enc^ 
clopedia  and  without  the  benefit  of  hi 
uncannily  perceptive  reporting.  But  that 
the  way  it's  going  to  be.  After  20  years  i 
the  magazine,  Senior  Editor  Robert 
Flaherty  resigned  last  month.  He's  takin 
on  a  new  challenge.  Henceforth  he  will  t 
editor,  publisher  and  part-owner  of  07i 
Review .  Right  now  this  monthly  report  o 
over-the-counter  securities  is  not  vei 
well  known,  but  in  Bob's  hands  it  soon  wi 
be.  The.  Review's  address  is:  Review  Put 
lishing  Co.,  P.O.  Box  110,  Jenkintowi 
Penna.  19046.  Good  luck.  Bob.  , 


Departing  Senior  Editor  Boh  t'lcOjerty 


Editor 
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If  anyone  offers  more  buttondowns, 
in  a  wider  variety,  better  quality,  or  at  better 
prices,  we  dork  know  of  it*** 


t's  possible,  of  course.  It's  a  big  country. 
3ut  Lands'  End  has  become  a  major 
ource  of  buttondown  shirts  in  almost 
;very  conceivable  fabric  and  color. 

The  real  thing:  $16. 

rhis  is  the  shirt  that  started  it  all.  The 
:ooL  comfortable  100%  cotton  Oxford 
:loth  shirt,  with  the  neat,  soft  button- 
lown  collar  you  wore  and  remembered 
rom  the  Big  Band  days.  We  were  among 
he  first  to  bring  it  back,  originally  at 
)14.  Even  now  we  sell  it  at  just  $16. 
5ame  generous  cut,  long  tails,  precise 
ailoring  and  all.  It  does  need  ironing, 
)ut  that's  a  small  concession  to  comfort. 

The  no-iron  blend:  $16. 

We  also  offer  our  Oxford  shirt  in  a  care- 
ree  cotton  blend.  Almost  as  soft  and 
ibsorbent  as  our  pure  cottons,  and  it 
leeds  no  iroriing.  For  men  and  women 
It  the  same  agreeable  $16  price. 

And  there's  much  more  to  our  Ox- 
ord  Collection.  Buttondowns  in  classic 


Oxford  stripes  and  crisp  Tattersall 
checks.  Colorful  new  Oxford  "brights". 
And  our  pinpoint  Oxford  buttondown, 
the  ultimate  in  an  Oxford  cloth  shirt.  It 
has  plenty  of  body,  launders  well  and 
drapes  beautifully.  For  men  only  at  a 
very  competitive  $29. 

Denim  for  dress?  Yes. 

At  Lands'  End,  you'll  also  find  button- 
downs  in  chambray,  poplin,  even 
denim.  Among  the  first  dress  shirts  made 
of  work  shirt  fabrics:  hardwearing,  easy 
to  care  for,  tough,  but  nicely  tailored. 
And  all  priced  under  $20.  If  you  like 
gingham,  as  we  do,  you'll  love  our  long- 
sleeve  gingham  buttondown  for  men. 
And  our  soft  new  short-sleeve  ginghams 
in  a  tightly-woven  100%  cotton  fabric. 
For  men  and  women  at  just  $29. 

And  more  than  shirts. 

What  we  have  to  offer  goes  beyond 
shirts,  even  beyond  our  famous  soft 
luggage,  sportswear  and  accessories. 


around  ti^^ 


The  Lands'  End  tradition  affects  every- 
thing we  offer  you. 

First,  quality.  Then,  price. 
And  always,  always  service. 

That's  why  we  offer  a  guarantee 
that  would  put  lesser  merchants  out  of 
business.  Simply:  "If  you  are  not  com- 
pletely satisfied  with  any  item  you  buy 
from  us,  at  any  time  during  your  use  of 
it,  return  it  and  we  will  refund  your  full 
purchase  price". 

If  we're  new  to  you,  we  don't  ask 
that  you  trust  us.  Simply  try  us.  By 
phone,  you  can  reach  us  toll-free  24 
hours  a  day  at  800-356-4444  (Except 
Wisconsin  call  608-935-2788).  Or  fill  in 
the  coupon.  Order  a  shirt  or  not,  as  you 
like.  But  let  us  send  you  a  free  copy  of 
our  spring  Lands'  End  catalog. 


I    I  Please  send  free 
64-page  catalog. 

Lands'  End  Dept.  H-01 
DodgeviUe,  WI  53533 


Name  _ 
Address . 
City  


State 


Zip 


Or  call  Toll-free: 

800^356-4444 

(Except  Wisconsin  call  608-935-2788). 


Trends 


The  back-to-school  budget 

One  money-saver  the  White  House 
seems  sure  to  promote  will  be  the  use  of 
empty  school  buildmgs  as  a  way  to  avoid 
spending  on  new  structures  for  govern- 
ment use.  In  a  new  report  to  Congress, 
the  General  Accountmg  Office  strongly 
recommends  that  local  governments  be 
"required"  to  consider  vacant  schools  be- 
fore turnmg  to  Washnigton  for  money  to 
construct  new  office  buildings.  The  GAO 
also  says  that  no  new  federal  buildings 
should  go  up  until  the  chance  of  employ- 
ing an  unused  public  school  is  explored. 
Two  years  ago,  a  count  showed  2,500 
vacant  schools  in  19  states.  The  number 
has  been  growing  since  because  of  the 
low  national  birth  rate,  and  more  than 
1,000  are  expected  to  shut  their  doors  by 
the  fall  of  1983  in  California,  Michigan, 
New  York  and  Pennsylvania.  The  odds 
that  the  new  Administration  will  follow 
up  the  idea  are  solid.  The  GAO  study  of 
vacant  schools  was  prompted  by  a  re- 
quest from  David  Stockman,  then  a  GOP 
congressman  from  Michigan  and  now 
the  director  of  the  Office  of  Management 
&.  Budget. 

Per  diem  pedaling 

Bicycles  and  mopeds  should  get  the  offi- 
cial nod  as  vehicles  for  travel  by  govern- 
ment employees,  the  General  Account- 
ing Office  is  telling  Congress.  Bureau- 
cratic bikers  should  be  reimbursed  for 
official  trips,  the  GAO  says  in  a  new 
report,  suggesting  that  4  cents  a  mile 
would  be  a  reasonable  rate  for  bikes  and  8 
cents  a  mile  for  mopeds.  Moreover,  the 
congressional  watchdog  agency  wants 
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the  government  to  promote  tiie  two- 
wheelers  as  a  way  to  save  fuel  arkl  reduce 
air  pollution.  "The  federal  government 
should  set  an  example,"  the  GAO  says. 

The  mobile  worker 

Ronald  Reagan  can  expect  a  battle  on 
Capitol  Hill  over  his  proposal  that  jobless 
workers  should  be  forced  to  take  lower- 
paying  jobs  after  three  months  on  the 
unemployment  rolls.  In  his  economic 
message  to  Congress,  the  President  said 
he  was  suggesting  the  idea  (to  take  effect 
in  October  1982)  because  "the  unem- 
ployment insurance  system  actually  dis- 
courages workers  from  seeking  employ- 
ment in  new  industries."  The  change,  he 
added,  would  save  taxpayers  $285  mil- 
lion in  1983  and  the  same  amount  in 
1984.  Actually,  in  those  big  industrial 
states  where  benefits  are  higher  than  the 
minimum  wage,  workers  probably  would 
not  have  to  take  jobs  paying  less  than  the 
unemployment  check.  Elsewhere,  how- 
ever, it  could  mean  that  high-paid  em- 
ployees like  auto  workers  could  be  re- 
quired to  sling  hamburgers  in  a  fast-food 
stand  or  peddle  stockings  in  a  depart- 
ment store  at  $3.35  an  hour,  the  new 
federal  minimum.  The  AFL-CIO  is  up  in 
arms,  charging  that  such  a  move  would 
coerce  workers  into  selling  their  homes, 
uprooting  their  families  and  shifting  to 
areas  with  lobs  available  at  lower  rates. 

A  dim  view 

One  man  taking  a  dim  view  of  the  infla- 
tion-ending promises  coming  out  of 
Washington  is  William  Dunkelberg,  the 
Purdue  professor  who  handles  economic 
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Biki)!g  ill  Washington 

Official  wheels  far  official  wheelers? 


forecasting  for  the  540,000-member 
tional  Federation  of  Independent  1 
ness.  The  latest  quarterly  survey  ol 
federation,  he  says,  shows  that  42%  o 
country's  small  businesses  expect  to  ( 
their  prices  during  the  next  three  mor 
During  the  February-April  period,  I 
kelbcrg  predicts,  nonfood  price  infla 
will  average  about  12%  at  an  annual  r;i 
2%  increase  over  the  last  quarter  of  1' 
All  his  findings,  in  fact,  strike  a  gloi 
note,  showing  job  openings  hangin 
their  lowest  levels  in  four  years  and  s 
expected  to  decline.  "The  outlook 
inflation  has  not  improved,"  he  s 
"Cost  pressures  will  force  small  busin 
es  to  raise  prices  to  stay  in  business." 

Man  and  machine 

Another  big  insurer  has  added  a  i 
refinement  to  the  way  it  figures  rates 
automobile  insurance,  putting  fresh 
phasis  on  the  machine  itself.  Traditi 
ally,  rates  have  always  been  based  a 
combination  of  driver  and  vehicle, 
the  latter  grouped  by  price  bracket. 
Nationwide,  the  fourth-ranking  auto 
surer,  is  beginning  to  use  a  system  ba 
on  the  accident  experience  of  vari 
models  of  cars,  regardless  of  price.  As 
been  the  rule,  higher-power  "muse 
cars  will  continue  to  pay  higher  rai 
But  under  Nationwide's  new  plan,  bej 
ning  with  1981  models,  a  Chevrolet  j 
tation,  a  Chrysler  LeBaron  or  a  Ford  F 
mont  will  pay  less  than  drivers  cJ 
Chevy  Corvette,  a  Pontiac  Firebird  d 
Toyota  Corolla.  "Drivers  of  cars  w 
lower-than-average  accident  losses  v 
generally  pay  less  for  coUison  insurai 
than  drivers  of  cars  with  higher-th 
average  losses,"  says  Marvin  A.  lohns 
director  of  property  casualty  pricing 
the  Columbus,  Ohio  company.  (Allst 
and  some  other  big  insurers  began  do: 
this  a  few  years  ago.)  The  plan  will  ap; 
initially  in  37  states,  with  two  mi 
pending.  Nationwide  may  also  go  a  s' 
further,  Johnson  says,  and  begin  cons 
ering  such  refinements  as  two-door  v 
sus  four-door  models.  Performance  d, 
will  come  from  the  Highway  Loss  D 
Institute,  a  nonprofit  organization  sp( 
sored  by  the  insurance  industry. 

The  future  of  the  nuke 

Although  the  U.S.  pioneered  in  nuch 
energy  and  still  leads  the  world  in  usj 
it,  the  future  of  the  nukes  continues 
shift  overseas.  In  1979  U.S.  firms  w 
two  of  four  orders  for  new  foreign  re 
tors;  the  others  went  abroad.  Last  ye 
nine  orders  were  placed;  the  U.S.  j 
none.  One  reason  is  that  the  French, 
example,  can  build  a  reactor  in  six  yea 
Because  of  regulations,  U.S.  manufact 
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ffe  get  a  nice  warm  feeling  icnowing  that  leasing  trucks 
from  Ryder  saves  us  $300,000  a  year.'' 


**We  used  to  use  common 
iers  for  all  our  shipping,"  says  Robert 
Herman ,  Executive  Vice-  President  of 
don  Fogf  makers  of  world-famous 
coats.  "Now  we  have  our  own  fleet 
yder-leased  trucks  to  take  care  of 
iterplant  shipping. 

"Why?  It  saves  us  $300,000 
:ar  And  makes  us  more  efficient. 

"Our  Ryder  trucks  carry  piece 
ds  from  our  main  plant  outside 
imore  to  our  satellite  plants.  Then 
/  bring  finished  goods  back  on  the 
m  trip.  For  half  what  a  carrier  would 
rge.  And  in  half  the  time. 

"There's  less  clerical  work.  No 
jrance  claims.  No  arguments  about 


what  was  shipped.  We  don't  have  to 
carton  our  merchandise,  we  just  hang  it 
in  special  trailers. 

"And  Ryder  trucks  roll.  It  takes  a 
blizzard  or  a  roadblock  to  stop  them. 
If  we  ever  need  substitutes,  Ryder 
is  right  there. 

"We've  had  no  problem  with  fuel, 
even  when  fuel  was  tight.  And  we're 
paying  less  because  we  fuel  up  at  Ryder 
locations  with  no  retail  markup. 

"We  use  Ryder's  Driver-Safety 
program,  too.  It  works.  Last  year  we  had 
nip  accidents.  That's  with  6  tractors 
racking  up  700,000  miles. 

"The  control  Ryder  gives  us,  plus 
a  cost  savings  of  $300,000  a  year, 
are  enough  to  give  anybody  a  warm 
feeling." 


Ryder  rents  and  leases  trucks  through- 
out the  U.S.  and  Canada.  In  continental 
U.S.  call  toll-free  800-327-1575.  Or 
mail  this  coupon  today 

^   Ryder,  if  there  are  so  many  advantages  to  leasing,  ^ 
I  really  should  look  into  it.  Tell  me  more. 

Name/Title   


Company  Name . 
Address   


City/State/Zip- 
Phone  (Area)  _ 
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Mail  to:  Ryder  Truck  Rental,  Inc. 
Harmon  Hoffmann,  President 
PO  Box  520816 
Miami,  Florida  33152 
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why 

Williams 

b  WorthWatching  in  the '80s. 


1979  Nal  Income/ 
Earnings  Per  Shan 
$69.5  Mllllon/$2.5S 


1980  Not  Income/ 
Earning*  Per  Share 
$138.7  Mllllon/tS.07 


1979  navenuei 
$1.85  Billion 


Among  the  reasons 
is  The  Williams 
Companies'  record 
1980  financial 
performance.  Our 
excellent  results  are 
attributable  to  stra- 
tegies we  successfully  implemented  during  the 
'70s  which  are  paying  off  as  we  enter  the  '80s. 
We  invested  $1.5  billion  during  the  last 
decade  to  aggressively 
expand  and  improve  our 
principal  businesses— fer- 
tilizer, energy  and  metals 
—  and,  at  the  same  time, 
we  actively  developed  and 
pursued  other  corporate 
strategies  aimed  at 
increasing  our  earnings 
in  the  '80s  and  beyond. 
For  example,  we  set  out  to 
position  The  Williams 
Companies  (WMB-NYSE) 


1980  Hevenuet 
$2.07  Billion 


as  a  resource-rich  growth  company.  We  also 
sought  to  strategically  balance  the  Company 
in  terms  of  income  cycles,  risk  characteristics, 
recession  vulnerabilities  and  resilience  to 
inflation,  while  maintaining  higher  levels  of 
liquidity  and  the  financial  resources  to  take 
full  advantage  of  expansion  opportunities. 

Our  1980  results  indicate  that  we  >  - 
are  well  on  our  way  to  achiev- 
ing our  objectives.  That  progress 
gives  us  a  sound  basis 
for  continuing 
to  proclaim  that: 
"Williams  is 
worth  watching 
in  the  '80s." 

Get  the  rest  of 
the  story  by  writ- 
ing to  L.R.Francisco, 

"  f979  neturn  on 

manager-investor       Equity  9.6% 
relations.  The  Williams  Companies, 
One  Williams  Center,  Tulsa,  OK  74172  for  a 
copy  of  our  1980  Annual  Report. 


1980  Return  on 
Equity  16.2% 


Our  strategies  are  paying  off. 


7// 

WILLIAMS 


THE  FOiTILIZER,  ENOiGY  AND  METALS  COMPANY 

Agrlco  Chemical  Company  •  Williams  Exploration  Company  •  Williams  Pipe  Line  Company  •  Edgcomb  Metals  Company 


Trends 


leed  twelve.  The  Carter  Administra- 
also  decided  that  the  U.S.  would  not 

)me  the  world's  manager  and  proces- 

3f  nuclear  waste,  a  move  that  shad- 
some  existing  contracts,  many  of 

:h  carry  riders  committing  the  U.S. 

0  this  job.  (Six  other  countries  can 
□cess  fuel.)  Uranium  for  overseas 
omers  also  comes  under  the  regula- 
umbrella  and  others  stand  ready  to 

)ly  the  stuff — Australia,  Canada,  the 
et  Union,  Zaire.  Not  that  the  U.S. 
fallen  behind.  With  75  reactors  oper- 
5,  84  abuilding  or  committed  and  15 
rder,  it  still  leads  the  world  in  capac- 
with  55,791  megawatts,  compared 

1  79,735  for  the  rest  of  the  globe.  The 
;s'  share  of  total  power,  however,  is 

in  the  U.S.,  ahead  of  the  U.S.S.R.'s 
and  matching  Japan,  but  trailing 
zerland  (25%),  Belgium  and  Sweden 
i)  each),  France  (17%)  and  Taiwan 
a).  "The  important  thing  is  that  nu- 
'  has  plateaued  in  this  country  and 
ust  thrived  in  other  countries,"  says 
;ne  Gantzhorn  of  the  admittedly  par- 
1  Atomic  Energy  Forum. 

Self-service 

sured  in  money,  shoplifting  is  the 
ist  crirfie  in  the  U.S.,  with  a  take  of 
billion  in  1979,  or  5%  of  total  retail 
i — not  including  thefts  by  store  em- 
ees.  (By  contrast,  bank  robberies  to- 
1  $47.5  million.)  Those  are  the  esti- 
;s  of  the  Atlanta-based  National  Co- 
on  to  Prevent  Shoplifting,  which 

a  tiny  budget  (less  than  $500,000) 
I  the  Department  of  Justice  to  assist 
;s  and  retail  groups  in  prevention 
rams.  The  coalition  figures  stealing 

5%  to  consumer  prices  to  cover 
;s  and  another  2%  for  security.  Teen- 
5  lead  the  light-fingered  brigade,  ac- 
ing  to  Coalition  Director  [udi  Rog- 
More  than  half  those  arrested  are  13 
),  with  girls  in  the  majority.  Why  do 

steal?  Not  often  for  money,  but  for 
s,  on  a  dare  or  on  impulse.  Few  are 
tomaniacs  and  poverty  is  not  a  big 
ive,  according  to  Mrs.  Rogers,  who 

that  in  most  cases  the  thief  could 
r  paid  for  the  item.  Nor  are  the  thefts 
ly-ante  (a  study  in  Savannah  showed 
iveragc  lift  was  worth  $26),  with  the 
rite  targets  jewelry,  clothing,  per- 
e,  tools,  appliances,  records,  tapes 
beauty  aids.  Merchants  are  fighting 
:  with  security  gimmicks  like  TV 
eras,  hidden  detectives,  one-way 
ors,  electronic  tags  and  the  like,  but 
:hat  shoplifting  keeps  right  on  grow- 
One  new  ploy  some  Louisiana  stores 
rying:  "subliminal"  messages  in  the 
;ak  saying,  "I  am  honest.  I  do  not 


Dictaphone  is  remrriting 
the  miay  people  write. 


-'.'"Til 


Introducing  the  new  Dictamite 
dictation  portable.  The  machine 
that  lets  you  write  six  times  fas- 
ter than  longhand. 

With  pocket-size  conven- 
ience. One-hand  operation.^ini- 
cassettes  to  capture  your  most 
fleeting  thought,  or  take  a  full 
half-hour's  dictation.  All  this, 
a  mere  8.2  oz. 

Fill  out  the  coupon  today.  It 
may  be  one  of  the  few  times  youH 
ever  use  your  pen  again. 


The  new  Dictamite  sounds 
great.  Tell  me  more. 


m  Dictapnone 

A  Pitney  Bowes  Company 


I 


Mail  to:  Dictaphone  Corporation 
105  Oak  Street 
Norwood,  N.J.  07648 

Or  call:  800-431-1708 

(Except  Hawaii  and  Alaska). 
In  New  York,  call  914-967-2249. 

Dictaphone  and  Dictamite  are  trademarks  of 
Dictaphone  Corp  ,  Rye.  N.Y.  CF-31 


THE  DAYS  YOU 
INVEST  AT  OUR  Sm 
COULD  ADD  YEARS 
TO  YOUR  LIFE. 

In  just  a  few  days,  the  time  you  invest  at  The  Spa  at  Palm-Aire  will  begin  to  pay  off. 
You'll  see  a  better  way  of  life.  You'll  be  massaged  and  relaxed.  You'll  dine  on 
gourmet  recipes  and  still  lose  weight.  You'll  go  home  with  a  fitness  and 
self-maintenance  program  designed  just  for  you  that  could  add  year^^^^ 
to  your  life.  The  Spa  at  Palm-Aire,  for  men  and  women,  1500  ^j^^l^P^ 
acres  of  golf,  tennis,  a  luxury  hotel  and  new  life.  It's  a  m^^f^^^ 

See  your  travel  agent.  Send  the  coupon,  or  call  Hotel  Sales  H^^^^^S 
and  Marketing  800-3274960  (toll  fi-ee)  ^fgflSitBy 
305-972-3300  (Canada  or  Florida). 


One  of  the  world's  great  spa.s  is  in  Florida. 

The  World  of  Palm-Aire,  Dept.  21189,  2501  Palm-Aire  Dr.  North 
Pompano  Beach,  FL.  33060 

Name  


Address. 
City  


_  State  Zip  

Spa  Plans         Golf  Vacations      I  I  Conference  Center 


I  am  interested  in 
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Out  of  the  swamp 

Nineteen-sevcnty-six,  the  U.S.  Bicenten- 
nial Year,  was  a  12-month  gala  for  the 
nation  but  there  was  no  celebrating  at 
Deltona  Corp.,  the  big  Florida  real  estate 
developer.  In  April  1976  the  U.S.  Army 
Corps  of  Engineers,  whose  dredge-and- 
fill  permits  are  vital  before  carving 
homcsites  out  of  the  Sunshine  State's 
abundant  wetlands,  had  refused  to  ap- 
prove 3,931  lots  on  Deltona's  Marco  Is- 
land community,  lots  already  sold  for  $59 
million.  It  had  also  told  Deltona  it  would 
almost  certainly  get  no  permits  for  an- 
other 2,639  lots  sold  for  $56.1  million. 
With  $115.1  million  involved  in  those 
money-back  deals  among  the  man- 
groves, only  $55  million  in  stockholder 
equity  and  almost  $200  million  in  debt, 
Deltona  was  in  deep  water.  So  deep  that 
Forbes  (Oct.  L  1976)  thought  that  if 
enough  buyers  demanded  their  money 
back,  "it  is  very  likely  that  Deltona 


Follow-Through 


the  trouble  was  in  place"  by  early  1977. 
And  far  from  being  deep-sixed,  as  Forbes 
had  feared,  the  firm  is  winding  up  another 
record  year  and  anticipates  "shelter"  rev- 
enues from  Its  homes  and  condos  of  over 
$100  million. 

The  price  has  been  high.  To  handle 
those  6,500  disappointed  customers,  the 
company  had  to  offer  substitute  land  or 
housing  in  its  other  developments  jit 
now  has  nine)  or  pay  back  the  money. 
Half  of  these  accounts  have  been  settled 
and  the  company  is  keeping  land  assets 
in  reserve  for  the  rest.  Between  1976  and 
1979,  it  charged  $35.6  million  against 
earnings  to  provide  for  costs  arising  from 
the  Engineers'  action. 

Deltona  also  called  in  the  lawyers,  fil- 
ing suits  in  the  U.S  Court  of  Claims  to 
seek  compensation  for  the  Engineers' 
wipeout  action,  and  another  in  federal 
district  court  to  force  the  Corps  to  issue 
the  Marco  Island  permits.  The  Mackles 
now  have  decisions  from  both  courts  but 


Frmik  Mack/c  HI  ciiul  Iniiik  Mackle  Jr 
Will  the  courts  counter  the  Corps? 


Corp.  will  be  deep-sixed  by  1980." 

Frank  Mackle  Jr.,  Deltona's  chairman, 
had  been  following  a  time-honored  Flor- 
ida practice  in  selling  land  in  anticipation 
of  the  Engineers'  permits.  "We  believed 
we  had  an  agreement  with  the  Corps  to  go 
ahead  and  sell,"  he  told  Forbes.  "We 
didn't  think  it  was  a  risk."  The  trouble 
was  Deltona  had  been  swamped  in  the 
rising  tide  of  environmental  concem.  Per- 
mits once  took  about  two  months;  the 
one  Deltona  had  received  in  1969  for  oth- 
er parts  of  Marco  Island  had  taken  two 
years.  Damage  from  the  1976  turndown 
was  immediate.  Deltona  showed  a  $10 
million  loss  for  the  year.  Its  stock,  which 
had  once  sold  in  the  70s,  sank  to  4.  In 
1977  it  had  to  defer  paying  interest  on 
some  loans.  Nonetheless,  says  Frank 
Mackle 's  son  Frank  HI,  Deltona's  presi- 
dent, "the  mechanism  for  working  out  of 


no  real  resolution  of  the  problem.  Last 
fall  Judge  Francis  Browne,  a  trial  judge  in 
the  Court  of  Claims,  handed  down  a  105- 
page  decision  that  said  Deltona  had  in- 
deed been  wronged  and  should  be  com- 
pensated for  Its  lost  lands.  Frank  Mackle 
in  hailed  this  as  full  vindication.  Then  in 
January  Federal  District  Court  Judge  Wil- 
liam Castagna  went  the  other  way  and 
ruled  that  the  Engineers  had  been  within 
their  rights.  "Frank  Three,"  as  he's 
known  around  the  Miami  headquarters, 
is  appealing  the  latter  ruling,  despite  his 
Court  of  Claims  victory,  partly  as  a 
hedge  in  case  he  eventually  loses  out  in 
that  forum.  (Judge  Browne's  decision  will 
be  reviewed  by  a  three-judge  panel.) 

But  all  this  is  water  under  the  man- 
groves. Deltona  itself  appears  to  be  going 
strong.  For  one  thing,  it  is  coming  off  a 
great  year  in  a  depressed  industry.  Orders 


for  homes  and  apartments  in  1980  p 
duced  net  dollar  volume  of  $157  mill 
and  homesite  sales  hit  their  highest  le 
since  1975.  The  shelter  business  n 
provides  80%  of  the  company's  rei 
volume;  a  decade  ago  it  was  20%,  a  na 
ral  development  for  a  company  tl 
starts  with  land  sales  and  follows  up  w 
housing.  With  a  sales  net  spread  arou 
the  world,  Deltona  has  also  helped  its 
during  the  housing  slump  by  finding  ( 
shore  buyers,  who  now  account  for  2( 
to  25%  of  housing  sales.  "Three  or  U 
years  ago,"  Frank  Three  says,  "they  w 
10%."  One  reason,  interestingly,  is  tl 
the  Mackles  now  have  $200,000  .i 
$300,000  units  in  their  catalog.  It 
those,  Mackle  says,  that  have  caught  i 
eye  of  the  foreign  buyers,  who  buy  { 
marily  for  investment. 

The  company  also  has  high  hopes  fc 
new  community  called  Tampa  Palms 
has  laid  out — and  holds  zoning  approv 
for — squarely  in  the  northward  flij 
path  of  the  Tampa  boom.  This  projc 
13,500  housing  units  on  5,400  acres  | 
quired  in  1962  at  $350  an  acre),  shoi 
bring  in  at  least  $1  billion  during  t 
Eighties,  the  Mackles  think.  And  D 
tona  no  longer  takes  anything  for  gra: 
ed.  It  spent  $1  million  and  two  ye, 
getting  the  string  of  approvals  it  need 
for  Tampa  Palms,  and  to  prove  it,  Fra 
Mackle  IE  has  the  1,000  pages  of  t 
company's  environmental  impact 
search  stacked  in  his  office.  "We' 
learned,"  he  savs. 

Spring  in  Japan 

Almost  a  year  ago  Forbes  (Ju?ie  9,  19^ 
hailed  Tadanobu  Usami,  chairman  o: 
1.8  million-member  Japanese  blue-  a 
white-collar  imion,  for  seeking  wage  : 
creases  of  only  870  while  inflation  was 
10%  and  employers  were  rolling  in  pr 
its  and  productivity  gains.  "To  prote 
our  members'  livings,  we  have  to  atta 
inflation,"  he  said.  With  lifetime  e: 
ployment  a  Japanese  standard.  Fore 
commented  that  a  company's  prosper: 
was  more  important  to  a  worker  th( 
than  in  the  U.S. 

Bijt  life  is  real  and  this  year  looks  diffi 
ent.  Real  wages  in  1980,  according  to 
pan's  Ministry  of  Labor,  dropped  0.9 
from  1979,  the  first  decrease  since  19f 
Nominal  wages  did  go  up  7%  but  pric 
jumped  8%.  So  the  Japanese  Confedi 
ation  of  Labor,  the  General  Council 
Japan  Trade  Unions  and  other  worl< 
groups  want  a  uniform  hike  of  10%  1 
1981 — 7%  to  match  price  increases  a 
3%  to  improve  living  conditions.  T 
Federation  of  Employers'  Associatio 
wants  to  hold  increases  to  less  than  h 
year's  6.9% .  Japan  is  in  for  a  warm  spnn 
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FACT:  We  have  more  life  insurance  in 

force  than  Allstate,The  Hartford,  State  Farm  and 

1,876  other  companies.  That's  a  lot  of  confidence 

from  a  lot  of  people.  But  then,   

that's  Lincoln.  A  name  you  can  I  nUNCOLN 


choose  with  confidence.  I     J  NATIONAL 

The  Lincoln  National  Lite  Insurance  Compan\.  Fort  Wavne,  Indiana  \.  \ 


Member  of  Lincoln  National  Corporation 


Readers  Say 


Print  Collector: 


Edward  Hopper,  Night  Shadows 

Since  1934,  Associated  American 
Artists  has  been  proud  to  offer  some  of 
the  finest  original  prints  of  America  and 
the  world. 

Prints  like  the  one  you  see  here  have 
increased  many  times  in  value.  Al- 
though we  can't  guarantee  future  in- 
creases, we  can  promise  you  this: 

—We'll  use  our  nearly  50  years  of  ex- 
perience to  help  you  select  a  print  you'll 
always  cherish. 

— We'll  sell  you  a  truly  original 
print— not  some  dubious  work  whose 
'edition"  is  limited  only  by  the  demand. 

Prints  are  our  life:  let  us  make  them 
part  of  yours.  Mail  the  coupon  for  a 
copy  of  our  latest  catalogue. 

^Associated  American  Artists 
I  663  Fifth  Avenue.  Dept.  43 
j  New/  York,  N.Y.  10022 

I  Please  send  me  your  latest  catalogue. 

(Name  
Address  

I  City 


State 


Zip- 


^Our  gaj ler^Js  oger^Mon ^st^l^^  | 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  maihng  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $30  □  3  years  $60 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  add  $5  a  year.  Orders  for  other 
countries  add  $18  a  year. 

Sub.scription  .Sen  ice  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name         (plea.se  print) 


New  Addres.s: 


Cit>- 


State 


Zip 


Date  of  Address  Change 


Taxes  are  inflationary 

Sir:  Some  people  say  that  to  reduce  taxes 
would  worsen  inflation.  How  come, 
then,  that  as  taxes  rose  and  rose  over  the 
years,  inflation  wasn't  halted? 

The  economic  situation  here  in  Can- 
ada has  given  rise  to  such  wisecracks  as 
"Nothing  can  replace  the  Canadian  dol- 
lar and  it  almost  has."  Also:  "The  Gov- 
ernment is  going  to  balance  the  budget 
by  tilting  the  country." 
—/..V.  Vanderploeg 
TurotUo,  Can 


Now  it's  OPEC's  money 

Sir:  Your  comment  on  the  gasoline  tax  is 
so  completely  logicakAWt/  and  C(»)inicnt. 
Jan.  5).  and  yet  you  wonder  whether  the 
government  will  ever  have  the  courage  to 
do  it.  I  remember  having  a  discussion 
with  a  rather  influential  government 
leader  a  couple  of  years  ago  when  gaso- 
line was  at  60  cents  and  President  Carter 
was  proposing  a  50-cent  tax.  This  person 
explained  that  this  would  be  an  unneces- 
sarily heavy  burden  on  poor  people  and  it 
would  never  fly.  Now  we  have  $1.25  gas, 
except  that  the  50  cents  that  would  have 
gone  into  the  pockets  of  the  U.S.  are  now 
in  the  pockets  of  OPEC  nations. 
— Frederic  A  Heini 
Comniissiuner. 
Port  of  I.os  Angeles 
Los  Angeles.  Calif 


Give  us  the  tools  . . . 

Sir:  The  Coast  Guard  is  and  always  will 
be  a  "can  do"  service  ("Do  We  Half  Ap- 
preciate Our  U.S.  Coast  Guard, "/-V/cV  and 
Conmienl.  Feb   16],  but  we  are  rapidly 
running  out  of  the  ability  to  "make  do." 
—R.I.  Price 
Vice  Admiral, 
L'.S.  Coast  Guard 
Neiv  York,  N.Y. 

Sir:  It's  nice  to  know  someone  outside 
our  tiny  39K  knows  of  us  and  our  peril. 
—Mark  W.  Byruni  Jr 
Lieutenant  Junior  Crude, 
U.S.  Coast  Guard 
Portsmouth.  \'a 


Veto  power 

Sir:  Nothing,  but  nothing,  you  have  ever 
said  about  the  economy  makes  as  much 
sense  as  your  remark  about  giving  the 
President  item-by-item  veto  power  over 
spending  measures  he  is  asked  to  sign 
(Fact  and  Comment,  Feb.  2)  How  can  one 


be  asked  to  respect  a  Congress  that  t 
on  unrelated  amendments  to  impoi 
bills  because  they  could  not  stand 
light  of  day  on  their  own? 
—Clark  li  /-idler 
Sehring,  Fla 


Essential  reading 

Sir:  Many  thanks  for  your  kind  won 
Forbes — which  is  ever  on  my  list  o 
sential  reading.  « 
— Alexander  M.  Haig  J r  1 
Secretary  of  State  I 
Washington.  D  C 


Inflation-adjusted  Dow 

Sir:  Though  your  suggestion  that 
Dow  Jones  industrial  average  be  spl 
for-1  I /'act  and  Comment,  Feb.  2) 
made  with  tongue  in  cheek,  it  has  mi 
Using  January  1973  (when  the  I 
reached  its  alltime  high  of  1051.70) 
starting  point,  inflation  has  so  erodec 
purchasing  power  of  the  dollar  that 
January  1981  high  of  1004.69  was 
496.32,  after  adjustment  for  inflatio 
the  DJIA  was  split  2-for-l,  the  Jan' 
1981  high  would  be  502.35,  whic 
close  to  its  adjusted  value. 
—John  C.  Steii  art 

.Sonoma.  Calif  * 


These  cows  are  straight 

Sir:  In  your  article  on  food  supply,  ] 
sentence  "A  cow's  vital  statistics — s 
as  sex,  weight  and  milk  output — are 
into  a  computer,  which  then  rec 
mends  a  feed  formula"  might  raise 
brows  in  Iowa,  where  the  milk  ou 
and  the  weight  of  your  average 
might  vary,  but  not  the  sex. 
— Charles  Poivleske  j 
New  York,  N.Y.  \ 


Costly  regulation 

Sir:  Federal  agencies  currently  churn 
more  than  100  pages  of  regulations  c 
workday.  The  volume  now  exd 
35,000  pages  every  year,  more  tha 
complete  set  of  the  Encyclopaedia  Bri 
nica .  Federal  regulations  cost  consun 
a  staggering  S121  billion  dollars 
1979 — an  amount  more  than  one-ha 
all  federal  income  taxes  paid.  I  have 
troduced  legislation  to  prevent  any  n 
lation  from  taking  effect  until  a  favor, 
economic  impact  statement  (demons 
tion  of  net  economic  benefit)  has  t 
approved  by  Congress. 
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SUCCESSISA 
MATTEROF  BEING 
AT  THE  RIGHT  PLACE, 

AT  THE  RIGHT  TIML 

You  can't  always  rely  on  luck  to  get  you  to  the  right  place,  at  the  right  time.  Especially  if  you're  shipping 
something  important. 

Because  no  matter  how  big  or  small  your  shipment  might  be,  if  it  airrives  late,  it  can  represent  a  lot  more 
thari  just  a  little  down-time.  It  can  leave  an  entire  production  line  non-productive. 

But  while  you  can't  rely  on  luck,  luckily 


you  can  rely  on  Emery 

WHEN  IT  COMES  TO  QUICK, 
DEPENDABLE  PICK-UPS,  WE  DELIVER. 

If  there's  one  thing  that  can  slow  a 
shipment  down,  it's  a  forwarder  who's  slow 
at  picking  it  up. 

So  after  you  call  us,  we'll  promptly 
deliver  ourselves  to  your  door,  pick  up  your 
shipment  and  dash  out  to  the 

■ airport.  Once  it's  there,  we'll  make 
sure  your  shipment  gets  on  our 
.   next  flight  going  your  way  Which 
I  means  it  won't  have  a  long  wait. 
Because  while  we  use  our 
own  planes  to  service  the  major 
U.S.  cities,  we  also  reserve  space  on  key 
flights  of  practically  every  airline  that  carries 
freight.  Plus  hundreds  of  off-line,  commuter 
and  charter  planes.  And,  in  some  cases, 
A        we'll  even  reserve  it  its  own  plane. 

But  not  only  will  we  take  a 
load  off  your  hands,  we'll  take  a 
■Hi       load  off  your  mind.  With  EMCON . 
HHp*        Emery's  tracking  system  that 

f  follows  your  shipment  from  de- 

W  parture  to  arrival.  And  helps  keep 

your  business  on  the  right  track. 
So  call  us.  We're  just  as  quick 
»  and  reliable  at  picking  up  the  phone. 

EMERU 

ATTHE  RIGHT  PLACE,  ATTHE  RIGHTTIME. 


Precious  metals  investors  are  dealing  in  a 
risky  market.  A  lot  of  money  can  be  made. 
A  lot  of  money  can  be  lost,  too.  So  the  last 
thing  you  need  is  to  compound  the  risk  by 
ir//esting  through  expensive  or  disreputable 
investment  firms. 

Fortunately  one  of  America's  largest  pre- 
cious metals  investment  firms  also  happens  - 
to  be  one  of  the  least  expensive.  International 
Precious  Metals  Corporation.  IPMC  investors 
with  SS.CXX)  and  more  in  the  market  are  realiz- 
ing substantial  savings  over  our  major 
competitors. 

Nobody  needs 
a  golden  fleecing 

You  dont  hove  to  take  our  word  for  it.  Call 
around.  Do  a  little  price  shopping.  Find  out 
for  yourself  that  EPMC  is  one  of  the  most  reput- 
able and  least  expensive  precious  metals  in- 
vestment firms  in  the  country 

Oh,  yes . . .  we  offer  far  more  than  just  price 
advantages.  IPMC  is  a  "no  nonsense"  com- 
pany that  puts  years  of  market  knowledge 
and  experience  at  your  disposal.  Investors 
trust  us  for  facts  and  responsiveness.  Good 
decisions  depend  on  nothing  less. 

There's  much  more  we'd  like  to  tell  you 
about  precious  metals,  IPMC,  and  your  finan- 
cial future.  Call  toll-free  or  complete  the 
coupon  and  we'll  send  you  a  comprehensive 
investors  guide  at  no  charge. 

It's  a  smart  way  to  avoid  a  golden  fleecing. 

IPMC 

Toll  Free  1-800-327-5587 

In  Florida  800  432-5579 
Or  call  direct  305  491-3200 


IPMC    International  Precious  ^ai6«i 

Metals  Corporation 

6451  N.  Federal  Hwy. 

11th  Floor, PC.  Box  24400 

Ft.  Lauderdale  FL  33307 
I  want  to  know  more. 
Send  me  your  FREE  investor  s  guide 

r^ecse      cu:  complete ly.' 

Home  Tel.  

Bus.  Tel  

Name  

Address  

City  

State    Z:c  


To  die  Members  of 
the  97th  Gmgress! 

to  get  re-elected? 


DQNT  PULL 
THIS  NATION  APART 


Your  Voters 
are  watching ! 


James  E.  Stewart,  Chairman  of  the  Board  and  Chief  Executive  Officer 


Lone  Star  Industries,  Inc.,  One  Greenwich  Plaza.  Greenwich,  Connecticut  06830 

Reprints  on  iequc«l.  write  Dcpl.  B    Pcrmi^^ioii  granted  lo  reproduce  A 

LONESTAR^ 

Number  One  in  Cement . . .  Serving  America's  Great  Builders. 
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J&B.  It  whispers. 


RARE 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


DO  REAGAN'S  BUDGET  AND 

ce  the  wholehearted  prayers  for  the  package's  passage  as 
)sed  may  emanate  principally  from  the  President  and  Mr. 
man — along  with  some  of  thee  and  me — it  hardly  seems 
r  that  the  Great  Proposals  will  come  to  pass, 
lo'snot  bellyaching  about  the  threat  to  reduce  his  special 
rve?  Breathes  there  a  Washington  lobbyist  with  his  con- 
vey so  dead  that  he's  not  whispering  sugar  or  spite  into 
elected  ears  tuned  to  his  special  segment  of  the  electorate  ? 
pe  glimmers  only  from  the  fact  that  all  are  crying  Ouch, 
Special  Exception,  Too  Much  or  Not  Enough. 


TAX  CUTS  HAVE  A  PRAYER? 

With  everybody  screaming  for  everybody-else-but-me  to 
take  the  lumps,  there  is  hope,  there  is  a  prayer  that  this  same 
Everybody  will  realize  it's  all  of  us  who  stand  to  benefit  if  the 
dollar's  to  be  prevented  from  sinking  to  a  dime's  worth. 

The  price  and  pain  of  passing  the  embracive  Reagan  budget 
cuts  will  be  infinitely  less  than  the  cost  of  not. 

The  prospect  of  keeping  a  bit  more  of  one's  earnings  in  a 
freer  economic  climate  that  could  be  uninflatedly  flourishing  a 
year  hence  may  be  powerful  enough  to  open  the  eyes  and 
deafen  for  a  bit  the  ears  of  our  elected. 


AS  TO  WHETHER  TAX  OR  SPENDING  CUTS  SHOULD  COME  FIRST 

;  a  chicken/egg  syndrome.  hollerers  who  want  one  or  the  other  or  both. 

ber  one  without  the  other  is  folly.  If  there  is  no  package,  what  might  pass  will  be  what 

make  'em  a  package  deal  thereby  hooking  the  heated  shouldn't. 

STRAIGHT  AND  SIMPLE  FROM  SINGLETON 

ced  by  the  Wall  Street  journal  about  corporations  that  set  what  money  is?" 

for  specific  annual  gains,  Teledyne's  genius  Chairman  And  on  the  subject  of  consumer  legislation.  Singleton  said,  "I 

y  Singleton  remarked:  "I  think  it's  childish.  I  don't  care  if  like  the  idea  of  thinking  about  producers  instead  of  talking 

ive  a  down  year  .  .  .  provided  it  will  give  us  a  better  year  about  consumers."  Individuals,  he  said,  must  be  producers  to 

on."  be  consumers. 

ced  about  federal  monetary  policy  he  replied:  "There's  no  Maybe  President  Reagan  should  draft  him  to  take  charge  of 

to  have  any  coherent  thoughts  on  that  .  .  .  who  knows  Policy  Implementation  for  the  Administration. 

BREAKING  BREAD  WITH  OL'  BLUE  EYES 


36  a  reasonable  matter  to  discuss  with  the  new  Adminis- 
n's  Attorney  General  William  Smith,  but  getting  on  his 
for  not  resigning  from  that  unique,  thoroughly  worth- 
:,  good-clean-fun  California  institution,  the  Bohemian 

is  something  else.  It  is  another  instance  of  reducing  the 
tial  eciual  rights  effort  to  reductio  ad  absurdum. 

just  such  nonsensical  extremism  on  the  subject  of  wom- 
'ights  that  has  contributed  so  much  to  keeping  the  re- 
d  number  of  states  from  enacting  the  Equal  Rights 


Amendment  and  is  even  threatening  continued  endorsement 
by  some  states  that  have  already  passed  it. 

To  assume  that  Mr.  Smith  can't  tell  the  difference  be- 
tween enforcing  laws  against  racial  and  sexual  bias  because 
he's  a  member  of  the  Bohemian  Club,  or  even  occasionally 
plays  golf  or  poker  "with  the  boys,"  is  to  assume  that  he 
has  an  I.Q.  of  zilch. 

In  this  case,  the  low  I.Q.  belongs  to  those  in  high  dudgeon 
over  such  a  minor  matter. 
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GIVE  WINGS  TO  OUR  SITTING  DUCK  U.S.  AIR  FORCE 


On  occasion,  you  know,  our  British  friends  harruniph  torth 
with  a  rather  good  idea.  Here's  a  sample,  having  to  do  with  the 
U.S.'  jet  bomber  and  fighter  bases  cemented  about  assorted 
NATO  sites. 

It's  not  unreasonable  to  suppose  that  each  such  site,  with 
its  "tactical"  atomic  weaponry  and/or  conventional  clout,  is 
unerringly  in  Soviet  first-strike  sights.  Some  military  Brits 
have  suggested  that  we  design  fighters  and  bombers  that 
can  land  on  or  take  off  from  any  part  of  Western  Europe's 
extensive  superhighways.  Thus  NATO  would  have  hundreds 
and  hundreds  of  miles  of  runways  that  couldn't  be  wiped 


out  in  the  first  or  any  number  of  enemy  assaults  aimed 
eliminating  Allied  air  power. 

Since  it  seems  to  take  a  decade  or  so  to  design,  to 
accepted,  to  get  into  production,  and  to  get  the  kinks  oui 
any  new  military  plane,  I'm  sure  it  would  be  far  easiei 
eliminate  from  along  lengthy  stretches  of  West  Europe's  suj 
roads  obstructions  on  the  sidelines  that  might  damage 
planes  so  vital  to  defense. 

I'm  sure  it's  not  a  new  thought.  But  wouldn't  you  supp 
that  no  one's  done  much  about  it  except  talk?  Or  why  wo 
the  British  have  proposed  it? 


THAT  DASHBOARD  GIZMO  WILL  REALLY  SAVE  GASOLINE 

It's  exciting  that  the  new  Cadillacs  have  a  gas-saving  every  press  of  the  gas  pedal, 

engine  that  automatically  uses  fewer  cylinders  when  there's  The  new  game  in  town  for  young  and  old  (and  all  of  us 

no  call  for  all.  between)  will  be  determining  who's  the  sharpest  at  squeez 

But  what  will  really  save  gasoline  is  the  accompanying  out  the  most  MPGs.  It'll  get  more  attention  than  RP] 

gadget  on  the  dashboard — an  "MPG  sentinel"  which  will  show  clocks,  speedometers  or  fuzzbusters.  And  what  a  peg  for 

exactly  what  the  fuel  consumption  is  at  every  moment,  at  front-seat  passenger  to  hang  his  harassmg  observations  on! 

TWO  ARTICLES  YOU  SHOULDN'T  NOT  READ 


Haven't  you  wondered  why  st)  often  two  ships — usually 
sizable  oil  tankers — collide  on  a  calm  day  m  broad  daylight  for 
no  apparent  reason? 

There's  an  appalling  reason.  It's  documented  in  a  recent  GEO 
(lanuaryl  article.  One  would  think  that  at  least  the  giant  oil 
companies  whose  names  adorn  some  of  the  tankers  involved 
would  think  it  far  less  costly  to  validate  crew  papers  than  to 
liquidate  the  opprobrium  resulting  from  inexcusable  tanker 
groundings  and  collisions. 

*    *  * 

Let  us  hope  that  Messrs.  Reagan  and  Haig,  among  others 


concerned  with  our  relations  or  lack  of  such  with  Russia,  t. 
time  to  read  in  the  New  Yorker  (Dec.  22)  the  article  "Retl 
tions:  Getting  Ahead  of  the  Curve." 

Then  they  should  see  that  our  embassy  in  Moscow  and 
U.S.S.R.  embassy  here  transmit  translations  to  the  Krerr 
hierarchy. 

The  Soviet  Union's  enemies  and  opponents,  includin| 
reluctantly — the  U.S.,  are  mostly  of  the  Soviet  Union's  o 
making.  Hearteningly,  the  hardest  thing  to  cure  is  not 
cause  of  Russian  fears  but  the  self-defeating  near-paranoi< 
the  dwindling  Kremlin  Old  Guard. 


INVITATIONS  TO  BIRTHDAY  AND  ANNIVERSARY  PARTIES 

or  other  special  occasions  sometimes  say,  in  one  way  or  you  enjoy  getting  wee  gifts  when  having  a  party  to  mark 

another.  Don't  bring  presents.  One  we  received  for  a  25th  occasion  of  birth  or  anniversary? 

anniversary  of  good  friends  ended  with  the  line,  "No  presents  I  think  most  of  us  enjoy  bringing  along  some  present  wl 

but  your  presence."  I'm  sure  such  instructions  are  well  intend-  it's  appropriate.  You  won't  catch  this  Scot  depriving  guesti 

ed,  but  my  Scottish  blood  chills  a  bit  at  the  very  thought.  Don't  the  fun  that  comes  from  giving! 

MOVIES 


Altered  States — If  a  "trip"  is  anything  like  this  )unk,  no  won- 
der most  of  the  former  young  experimenters  are  giving  up  the 
substances  that  "send"  them.  This  movie  could  only  blow  the 
mindless.  Any  Which  Way  You  Can — which  might  better 
be  termed  "Any  Which  Way  But  Loose  U,"  features  the  same 
two  happy  apes.  Lots  of  these  gag-y  sequences  are  guffawful 
and,  goodness  knows,  it's  good  to  have  the  good  guys  always 
win.  Breaker  Morant — This  Aussie  film  about  mutual  injus- 
tice, as  Boers  and  British  grappled  in  their  war  of  1899-1902,  is 
on  everybody's  ten-best-of-the-year  list.  On  mine,  it's  one  of 
the  best  in  ten  years.  The  Formula — If  only  our  Big  Oils  had 
CEO  like  Brando,  they  and  we  wouldn't  have  an  oil  worry  in 


the  world.  Unfortunately,  most  of  the  audience  sings  al< 
with  this  Brando  bull,  thus  compounding  our  energy  proble 
Its  box-office  bombing  isn't  quite  as  bad  as  its  bombing  of 
facts.  Fort  Apache,  The  Bronx — Those  calling  this  mo 
racist  miss  its  point.  It's  essentially  and  powerfully  about  o 
coping  and  not  coping  with  the  horrors  urban  blight  produ< 
Paul  Newman,  usually  super,  has  never  been  better.  Na 
leon — In  1927  this  six-hour  epic  indeed  had  to  be 
Directorial  Wonder  of  its  time.  But  unless  you  are  really  i 
movie  histoire,  this  four  hours'  worth  isn't  for  thee 
me.  Tess — Vis-a-vis  Napoleon,  this  three-hour  1980  f: 
holds  one  every  lasting  minute. 
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THIS  CARTOON'S  MEANT  TO  BE  A  REAGAN  PUT  DOWN 

but  if  more  of  the  34%  of  U.S.  lands  owned  by  the 
federal  government  were  opened  to  common-sen- 
sibly  limited  oil  and  gas  exploration  and  develop- 
ment, the  U.S.  could  possibly  save  SbiUions  m  oil 
imports  and  lessen  our  dangerous  enslavement  to 
OPECers.  Secretary  of  the  Interior  Watt  would 
then  deserve  medals  more  than  mud. 

What's  with  these  muddled  conservationists 
who  think  the  possibility  of  a  few  thousand  acres 
of  producing  oil  wells  and  replacing  a  few  thou- 
sand trees  would  be  catastrophic? 


. . .  AND  THIS  CARTOON'S 
AN  EXAGGERATION 

In  1930  my  mechanically  minded  2-years- 
older  brother  Duncan  bought  a  Model  T  for 
$15  (plus  throwing  in  a  $4  chemistry  set). 
The  two-mile  "track"  around  the  perimeter 
of  the  fields  next  to  our  house  saw  that 
Model  T  carry,  and  get  worked  over  by, 
every  teenager  (and  younger)  in  our  school. 

This  cartoon  character  overpaid. 

THOSE  WHO  KNOW  THE  MOST 

most  often  say  the  least. 


"Thirty  bucks  for  gas!!  That's  what  I  paid  for 
the  second-hand  Model  T I  had  in  high  school!" 


THOSE  YOU'D  THINK  WOULD  KNOW 


are  often  the  last  to. 


SHOWING  THE  WAY  FOR  OTHERS 


By  M.S.  Forbes  Jr. 


It's  not  only  the  health  of  the 
merican  economy  riding  on  the 
resident's  economic  package.  A  Rea- 
m  success  would  provide  a  powerful 
lodel  for  other  troubled  countries. 
The  political  tide  has  moved  deci- 
vely  away  from  the  free-spending 
beralism  that  dominated  most  West- 
n  countries  during  the  postwar  peri- 
i.  Britain,  Sweden,  France,  Italy  and 
;hers  have  moved  to  the  right  since 
le  mid-1970s.  But  so  far,  these  con- 
:rvative  governments  have  little  to 
low  in  the  way  of  exciting  economic 
iccess.  Even  the  German  economy  is 
I  deep  trouble  (see  p.  42). 
The  essential  difference  between 
le  Reagan  approach  and  those  of  his 
)nservative  counterparts  elsewhere 
that  it  offers  hope  and  incentives 
ong  with  the  belt-tightening.  Al- 
lough  everyone  praises  the  budget 
Its  (at  least  in  the  abstract)  and  the 
'oposed  liberalizations  of  depreci- 
:ion,  the  much-criticized  individual 
.X  cuts  will  also  play  a  pivotal  role. 
The  President  and  his  economic  ad- 
sers  realize  that  you  must  not  only 


control  the  spending  side  to  reduce 
the  budget  deficit,  but  you  must  in- 
crease the  revenue  side  as  well.  The 
only  way  you  do  that  is  with  a  vibrant 
economy.  The  purpose  of  the  cuts  is 
not  to  stuff  money  into  people's  pock- 
ets but  to  make  it  worthwhile  to  earn 
more,  to  save,  to  invest,  to  innovate. 

We're  at  the  point  of  diminishing 
returns  on  taxation.  The  higher  taxes 
go,  the  less  productive  people  become 
and  the  more  they  flee  into  the  rapidly 
growing  cash  economy. 

When  the  U.S.  last  had  a  Reagan- 
type  tax  cut  in  the  early  1960s,  gov- 
ernment revenues  went  up,  the  deficit 
went  down,  the  economy  blossomed. 
There  was  no  problem  with  inflation. 

MARTIN,  BARTON 
AND  . . .  O'NEILL? 

Franklin  Roosevelt  was  helped  con- 
siderably during  his  long  reign  by  the 
nature  of  his  Republican  opposition  in 
Congress.  So  often  the  GOP  spokes- 
men looked  and  sounded  like  the  plu- 
tocrats, the  heartless  economic  royal- 
ists that  FDR  took  such  joy  in  por- 
traying them  as  being.  Roosevelt 
delighted  audiences  with  his  scathing 


references  to  "Martin,  Barton  and 
Fish"  (three  prominent  Republicans). 

Ronald  Reagan  may  have  something 
of  the  same  blessing  in  Democratic 
House  Speaker,  Tip  O'Neill.  This  big, 
old  pol  looks  like  the  typical  pork-bar- 
reling wheeler-dealer,  more  interested 
in  serving  parochial  interests  than  for 
those  of  the  nation.  There  he  was,  a  big 
bear  of  a  man,  slouching  grumpily  be- 
hind the  President  during  the  econom- 
ic address,  never  smiling,  rarely  ap- 
plauding. His  post-address  comments 
came  off  as  petty,  quarrelsome. 

Though  having  the  liberal  label, 
O'Neill  and  others  of  his  type  are  to- 
day's true  reactionaries,  standpatters. 
Just  as  FDR's  opponents  would  cry 
"Save  individualism"  and  "Preserve 
the  Constitution"  every  time  the 
New  Deal  tried  to  do  something  about 
the  ill-housed,  ill-fed  and  ill-clothed, 
so  too  the  O'Neills  cry  "Protect  the 
poor,  the  minorities,  the  unemployed" 
whenever  someone  tampers  with  pro- 
grams that  do  more  for  bureaucrats 
than  for  the  alleged  beneficiaries. 

And  what  an  irony  that  the  idol  of 
America's  right  is  today  the  FDR-like 
revolutionary — albeit  a  relaxed  one. 
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Other  Comments 

Often  comments  h\  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  's  mind.  -MSF 


Among  the  Hidden 

loscph  A,  Pcchman  ut  the  Brookings 
Institution,  who  is  t)nc  of  the  country's 
leading  tax  experts,  believes  that  the 
largest  single  group  of  nontaxpayers  are 
domestic  v/orkers,  a  vast  number  of 
whom  are  paid  in  cash  without  their 
employers  contributing  to  or  deducting 
taxes  for  Social  Security,  unemployment 
insurance  or  other  benefits. 

Nowadays,  however,  there  are  many 
other  types  of  subterranean  transactors: 
retailers  who  skim  off  part  of  the  sales 
taxes  they  collect  to  keep  for  themselves; 
plumbers;  builders;  garage  mechanics; 
diamond  merchants;  orchestra  leaders 
who  ask  to  be  paid  in  cash  and  will  often 
give  a  substantial  discount  if  they  are; 
employees  working  "off  the  books"; 
businessmen  who  pay  their  suppliers  in 
cash,  plus  hundreds  of  thousands  of 
working  illegal  immigrants. 

— Leonard  Silk, 
/Vew  YorA  Times 


A  Piece  of  Cake 

At  29  Beatty  had  become  the  fleet's 
youngest  captain,  and  at  39  its  youngest 
rear  admiral.  He  was  the  object  of  envy 
and  gossip,  especially  after  he  married 
Ethel  Tree,  the  divorced  American  heir- 
ess of  the  Marshall  Field  department  store 
fortune.  Once,  when  Beatty  drove  a  ship 
so  fast  her  engines  were  damaged  and  a 
court-martial  was  threatened,  his  bride 
supposedly  said,  "What — court-martial 
my  David;  I'll  buy  them  a  new  ship!" 
— The  Dreadnoughts,  by  David  Howarth 
and  editors  of  Time-Life  Books 

"Uncontrollable"  Spending 

Critics  of  federal-employment  benefits 
are  citing  this  hypothetical  case:  A  mili- 
tary retiree  who  goes  to  work  for  the 
Postal  Service  will  get  in  a  single  year  two 
cost-of-living  pay  raises,  two  cost-of-liv- 
ing pension  increases,  one  regular  pay 
raise  and  possibly  yet  another  pay  hike  for 
exceptional  work — six  increases  in  all. 

— U.S.  News  e)  World  Report 

Clanking  Criminal  Justice 

All  authorities  agree  that  if  the  threat 
of  punishment  is  to  be  credible,  it  must 
be  sure  and  quick.  Mostly  due  to  over- 
loati,  the  U.S.  system  is  neither.  An  ex- 
traordinary proportion  of  violent  crimes 
are  carried  out  by  repeat  offenders — pro- 
fessionals, in  effect,  who  commit  one 
offense  after  another  with  virtual  impu- 
nity, knowing  full  well  that  their  chances 


of  being  put  away  are  exceedingly  slight. 
Only  one-third  of  those  arrested  for  seri- 
ous crimes  ever  go  to  )ail.  In  New  York, 
the  average  interval  between  indictment 
and  trial  is  ten  months,  by  which  time 
witnesses  may  have  died,  become  wor- 
ried about  retaliation  or  developed  fuzzy 
memories.  Worse,  many  offenders  come 
to  see  trials  as  a  kind  of  game  in  which 
defense  lawyers  frustrate  the  system  by 
ploys  that  set  them  free,  no  matter  what 
the  charge. 

— Time 


4  and  30  vs.  20  and  10 

The  American  economy's  greatest 
need  is  much  higher  investment  for 
modernization.  The  rate  of  savings  here 
is  now  only  about  4%  of  income.  In 
Japan,  which  remakes  itself  industrially 
every  ten  years  (compared  with  our  30 
years),  it  is  20%. 

— New  York  Post 


Out  the  Window 

Once  ecology  became  a  fashionable 
good  cause,  as  it  did  in  the  late  1960s, 
reason,  logic  and  proportion  flew  out  of 
the  window.  It  became  a  campaign  not 
against  pollution,  but  against  growth  it- 
self, and  especially  against  free  enterprise 
growth — totalitarian  Communist  growth 
was  somehow  less  morally  offensive. 

— historian  Paul  Johnson 


Emergency  Definition 

.  .  .  Nor  is  [Arthur  Brothers  and  his 
tiny  Beehive  Telephone  Co.  of  Utah]  on 
good  terms  with  the  Federal  Communi- 
cations Commission,  which  has  also  re- 
voked certain  of  his  licenses  for  rule  vio- 
lations. Among  the  most  notorious  was 
an  occasion  when  one  of  his  em.ergency 
radio  freeiuencies  was  used  by  a  Nevada 
brothel  to  order  liquor.  When  called  on 
the  carpet,  the  plain-speaking  Mr.  Broth- 
ers argued  that,  for  a  cathouse,  running 
out  of  liquor  is  an  emergency. 


For  his  part,  Mr.  Brothers  is  linruff  leC 
these  run-ins.  "I'm  an  Old  Westerner,  £ 
I'm  in  trouble  so  much  because  the 
thorities  want  to  close  down  the  ( 
West, "  he  says.  "A  lot  of  the  bureaucrac 
just  subsidized  welfare.  People  get  in  th 
and  feel  they're  important.  I  say  go  ahi 
and  let  them  push  their  papers  arounc 
long  as  they  don't  hold  up  progress." 

— Kathryn  Christens 
Wall  Street  lour, 


A  highbrow  is  a  person  educt 
ed  beyond,  his  intelligence. 

—author -critic  Brander  Mattlu 


Presidential  Royalties 

Ulysses  S.  Grant  .  .  .  became  the  f: 
ex-President  to  make  money  out  of 
memoirs,  which  he  finished  only  th 
days  before  he  died  of  cancer.  Tl 
earned  his  family  nearly  S450,000. 

— John  Whiteclay  Chamber: 
American  Heriti 


Between  Fog  and  Fees . . . 

Big  Airlines  Boycott 
Heathrow  Charges 
The  fee  for  landing  a  big  )et  at  Hea 
row,  the  world's  busiest  internatior 
traffic  airport,  is  £4,764  ($11,171).  T 
compares  with  $4,400  at  Frankfi 
$3,900  at  Pans,  $2,900  at  Rome,  $1,( 
at  Madrid  and  $1,000  at  New  York. 

— International  Herald  Tribi 


No  Sleeves,  Anyway 

The  greatest  political  stylist  the  wc 
has  ever  known  was  Mrs.  Eva  Peron.  1 
crowning  moment  of  her  entire  car 
was  when  she  rose  in  her  box  in  i 
opera  house  in  Buenos  Aires  to  mak 
speech.  She  lifted  her  hands  to  i 
crowd,  and  as  she  did  so,  with  a  sou 
like  railway  coaches  in  a  siding,  the  c 
mond  bracelets  slid  from  her  wrists 
her  armpits.  When  the  expensive  clat 
had  died  away,  her  speech  began,  "\ 
the  shirtless.  .  .  ." 

— How  to  Have  a  Life-Sty 
by  Quentin  Cr 


WIZARD  OF  ID 


BY  PERMISSION  OF  lOHNNY  HART  iS  FIELD  ENTERPRISES,  INC. 


By  Parker  and  H 
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,    .  nooth-as-silk  747B  s  from  Dallas/Ft.  Worth,  L.  A.  and  Seattle.  With  First  Class  Slumberseats  to 
stretch  out  in.  Wth  splendid  Royal  Orchid  Service  to  indulge  in.  And  Tokyo  or  Bangkok  to  wake  up  in. 


Ihe  Economy 


)NEY&  INVESTMENTS 


¥hy  the  Reagan 
tax  cuts  won't 
le  inflationary 


Y  the  productivity 
trends  will 
soon  reverse 


Corporate 
profits  up, 
inflation  down 


BETTER  NEWS  AHEAD 

Stop  worrying  about  a  new  burst  of  inflation  resulting  from  President 
Reagan's  proposed  tax  cuts  and  defense  buildup.  U.S.  industry  is  running  at 
only  80%  of  capacity  and  unemployment  is  still  at  7.4% .  Thus  there  is  a  big 
cushion  for  any  pickup  in  demand.  Meanwhile,  the  infusion  of  new  purchas- 
ing power — even  if  the  full  Reagan  program  passes — will  be  moderate  this 
year — about  $153  for  a  family  of  four  with  an  income  of  $25,000. 

With  each  year,  the  tax  savings  will  mount  but  so  will  hoped-for  cuts  in 
the  federal  deficit.  So,  you'll  have  reductions  in  government  demand  for 
goods  and  services  matching  increases  in  private  demand. 

On  Dec.  8  we  predicted  a  collapse  in  gold  would  be  the  first  sign  of  deflation. 
Diamonds  have  turned  weak,  too,  forcing  De  Beers  to  trim  output.  OPEC  is 
talking  about  cutbacks.  Housing  prices  are  flat.  People  speculating  on 
runaway  inflation  are  starting  to  lose  their  nerve. 

For  the  longer  run,  much  depends  on  productivity.  Because  productivity  was 
rising  3%  on  average  in  the  Sixties,  inflation  remained  moderately  low  and 
rising  costs  were  partly  offset  by  increasing  output  per  man-hour.  But  after 
1973,  productivity  increases  fell  to  an  almost  invisible  fraction  of  1%. 

Why  the  decline  in  productivity  gains?  In  part  because  of  heavy  increases  in 
environmental  and  social  demands  on  business;  this  resulted  in  a  big  increase 
in  costs  without  an  offsetting  increase  in  production.  The  other  major  factor 
was  a  sharp  decline  in  the  savings  rate  and  a  diversion  of  a  major  part  of 
American  savings  into  speculative  housing.  Thus,  capital  investment,  with- 
out which  productivity  gains  are  impossible,  almost  dried  up. 

A  large  part  of  the  Reagan  program  is  aimed  squarely  at  these  problems. 
For  example,  social  and  environmental  regulation  will  no  longer  take  place  in  a 
vacuum  but  will  be  related  to  cost:  How  much  will  we  have  to  pay  for  marginal 
improvements  in  air  or  water  quality?  Also,  many  unproductive  programs  are 
on  the  Reagan  hit  list.  Among  them:  the  so-called  Trade  Adjustment 
Assistance  program  for  workers  who  lose  jobs  to  imports;  as  it  exists  the 
program  is  simply  a  dole  without  practical  "readjustment"  features. 

Second,  the  pro-thrift  bias  in  the  Reagan  tax  proposals — lower  taxes  on  interest 
and  dividend  income  and  capital  gains  plus  more  liberal  depreciation — are 
likely  to  encourage  capital  investment.  With  more  and  better  machinery 
behind  every  worker,  output  per  man-hour  will  improve  gradually. 

What  does  all  this  mean  for  corporate  profits?  It's  good  news  for  two 
reasons:  The  phased  pickup  in  consumer  demand  due  to  lower  taxes  will 
bring  better  utilization  of  industrial  capacity.  Gradual  improvement  in 
productivity  will  at  least  partly  offset  rising  wage  costs. 

Here,  we'll  go  out  on  a  limb  :  Corporate  profits,  pretax,  could  rise  by  as  much 
as  5%  this  year  instead  of  being  flat  or  slightly  down  as  most  predictions  have 
it.  With  productivity  improving  and  noninflationary  growth  resuming,  the 
underlying  inflation  rate  could  be  down  to  8%  by  year-end. 

Our  forecast  is  likely  to  remain  a  minority  view  for  the  next  few  months. 
There  will  be  more  bad  news  before  the  good  news  starts  trickling  in. 
Inflation  for  the  next  few  months  will  reflect  what  has  already  happened, 
not  what  is  happening.  But  energy  and  housing  are  largely  spent  forces. 

The  optimists  are  likely  to  look  smarter  than  the  pessimists  by  the  time 
summer  rolls  around. 
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The  Forbes  Index  Components 


Good  news  abounds  in  the  Forbes 
Index  for  this  issue.  Industrial  produc- 
tion is  almost  back  where  it  stood  12 
months  ago,  and  retail  sales  are  surg- 
ing ahead.  Even  the  slump  in  housing 
isn't  as  ominous  as  some  headlines 
indicate.  New  construction  in  January 
was  off  sharply  from  December,  but 
current  starts  are  nearly  10%  above 
their  sorry  year-ago  levels. 
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The  Forbes  Index  is  a  measure  ot  U  S  economic  activity 

composed  ot  eight  equally  weighted  elements: 

Total  industrial  production 

New  claims  for  unemployment  compensation 

The  cost  of  services  relative  to  all  consumer  prices 

The  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories 

Total  retail  sales 
New  housing  starts 
Personal  income 

The  change  in  the  amount  of  consumer  installment  debt 
outstanding 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  of  U  S.  government  data  The  last  14  months'  data 
for  each  senes  is  presented  at  right 
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THEUIXURir 
SEDAN  THAT  MD 
NOTIWEIO 


10EACE 
MFFKUTTIMES. 


Will  the  trials  and  tribula- 
tions of  the  automobile  indus- 
try never  end? 

First  came  the  Environ- 
mental Protection  Agency 
and  the  need  to  re-engineer 
to  meet  the  emission  require- 
ments. 

Then  came  the  gas  crises 
and  the  need  to  re-engineer 
to  meet  the  demands  of  the 
gas  pump. 

Then  came  last  year's 
money  crunch  and,  along 
with  it,  the  most  serious 
challenge  of  all:  the  enlight- 
ened consumer 

And,  with  a  certain  pre- 
dictability, the  luxury  sedan 
makers  of  the  world  reacted 
by  bringing  forth  a  slew  of 
"revolutionary"  new  automo- 
biles, each  radically  re-en- 
gineered  to  answer  the 
perfectly  reasonable  ques- 
tion, "What  IS  it  that  makes 
an  expensive  car  worth  the 
money?" 

A  question  which  is  per- 


haps uniquely  answered  by 
the  BMW  528i. 
TECHNOLOGY  DECADES 
AHEAD  OF 
THE  COMPETITION. 
As  some  of  the  world's 
exalted  automakers  rush  to 
update  anachronistic  tech- 
nology—cutting cylinders, 
resorting  to  diesel  fuel,  tink- 
ering with  all  manner  of 
electronic  gadgetry— one 
caveat  should  be  observed: 
evolution,  as  any  automo- 
tive expert  will  testify,  is 
always  far  preferable  to  rev- 
olution. We  are,  after  all, 
dealing  with  a  machine  made 
up  of  several  thousand 
parts. 

Which  IS  perhaps  the  most 
convincing  case  for  the 
BMW528I.  Acar  developed 
and  refined  over  two  dec- 
ades. An  engineering  con- 
cept so  sound  that  an 
era  of  automotive  restric- 
tions has,  if  anything,  proven 
it  to  be  even  more  correct. 


A  SYNERGISTIC  USE 
OF  ELECTRONICS  AND 
MECHANICS. 

Car  and  Driver  magazine 
has  seen  fit  to  predict, 
"In  the  not-too-distant  future, 
most  cars  will  be  equipped 
with  some  form  of  electronic 
fuel  injection  simply  be- 
cause it  IS  a  more  precise 
fuel-delivery  system." 

Far  from  just  beginning 
to  dabble  in  the  sophis- 
ticated arena  of  electronics, 
BMW  first  installed  such  a 
system  in  1975. 

With  every  engine  rev- 
olution a  computer  receives 
and  assesses  signals  from 
electronic  sensors  within 
the  6-cylinder  engine  itself. 
Then  instantly  determines 
the  precise  air/fuel  mixture 
to  be  injected  into  the  cylin- 
der ports. 

So  flawless  is  this  mar- 
riage of  electronics  and 
mechanics  that  it  has  result- 
ed in  a  virtual  automotive 


paradox:  an  engine  which 
not  only  performs  with  more 
fuel  efficiency*  but  with 
more  power  as  well. 
THE  DRIVER  COMPLETES 
THE  MECHANICAL 

CIRCUIT 
The  classically  restrain- 
ed interior  of  the  528i, 
denies  one  nothing  with  re- 
gard to  appointments  or  ac- 
cessones. 

But,  perhaps  because 
of  our  involvement  with  mo- 
tor racing,  we  take  a  wholly 
different  approach  to  the  in- 
terior of  an  automobile. 

An  approach  which  in- 
cludes the  driver  as  a  func- 
tioning part  of  the  car  itself. 

A  standard  5 -speed 
transmission  (automatic  is 
available)  affords  the  unique 
opportunity  to  pick  and 
choose  one's  own  gears. 

An  advanced  suspension 
systemi— independent  on  all 
four  wheels— provides  what 
one  automotive  journalist 
hailed  as  "a  confidence-in- 
spiring stability."  Giving  the 
dnveran  uncanny  feel  for 
the  road. 

EXTRAORDINARY 
ENGINEERING  IS  AN 
EXTRAORDINARY 
INVESTMENT 


According  to  the  Octo- 
ber 1980  NADA  Used-Car 
Guide,  over  the  past  five 
years,  the  5  Series  has  re- 
tained an  astonishing  77.9% 
of  Its  original  price. 

A  figure  which  neither  the 
Mercedes  280E,  nor  the 
Jaguar  XJ5,  nor  Cadillac  can 
approach. 

If  you  find  the  notion 
of  owning  a  BMW  intrigu- 
ing, contact  your 
nearest  BMW 
dealer  and  ar- 
range for  a  thor- 
ough test  drive, 
THE  ULTIMATE  DRIVING  MACHINE. 


(iMVV,  MUNIt  H,  tjl  kMAIMY 


'For  example,  the  BMW  528i  (with  standard  transmission)  delivers  M\  EPA  estimated  mpg,  30  estimated  highway  mileage  and,  based  on  these  figures,  an  estimated  mpg  range  of  12951  mi 
and  a  hwy  range  of  492  mi  (Naturally,  our  fuel  efficiency  figures  are  tor  comparison  purposes  only  Your  actual  mpg  and  range  may  vary,  depending  on  speed,  weather  and  trip  length  Your  actual 
hwy,  mileage  and  hwy  range  will  most  likely  be  lower)  ©  1981  BMW  of  North  America,  Inc  The  BMW  trademark  and  logo  are  registered  trademarks  of  Bayensche  Motoren  Viferke,  A.G, 


The  marketplace  demands 
expansion. 

Manufacturers  Hanover  builds. 


The  Grand  Hyatt  Hotel 


om  the  Far  East  to  the  Far  West,  on  main  streets 
I  in  nnajor  urban  centers,  Manufacturers  Hanover 
hanging  the  face  of  our  cities. 

Our  real  estate  and  mortgage  division  is  a  major 
vider  of  financing  on  construction  projects  of 
ry  size  and  kind.  Manufacturers  Hanover  Mortgage 
poration,  our  mortgage  banking  arm,  ranks  among 
country's  largest  mortgage  servicers. 

Internationally,  Manufacturers  Hanover  can  respond 
ckly  to  changing  banking  and  financial  requirements 
iny  region.  Our  merchant  banking  offices  in  London 
1  Hong  Kong  are  proven  leaders  in  marshaling 


Eurodollar  financing  for  projects  worldwide. 

Operationally,  Manufacturers  Hanover  is  also  one 
of  the  nation's  largest  and  most  experienced  bond 
trustees  for  cities,  states,  municipalities  and  other 
governmental  bodies  financing  public  improvements. 

Credit.  Operations.  And  the  integration  of  both 
to  create  a  total  financial  relationship  of  the  highest 
standards— anywhere  in  the  world  the  marketplace 
demands  it.  Consider  the  source. 

MANUFACTURERS  HANOVER 
The  financial  sourccWorldwide. 

Member  FDIC 
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Warning:  The  Surgeon  General  Has  Determined 
Thai  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Forbes 


're  not  alone  in  facing  tough  economic 
visions.  China,  too,  is  struggling  to  end 
lation  and  shape  up  its  economy,  says  our 
t-retumed  ambassador  to  Peking. 


Inside  China 


EONARD  Woodcock,  new- 
ly retired  U.S.  ambassa- 
dor to  China,  came  home 
month  after  S'/z  years  in 
ig.  The  former  president  of 
Jnited  Auto  Workers  was 
ncommon  diplomat,  one 
understands  what  makes  a 
— and  an  economy — run. 
Icock   has   an  unusually 
perspective  on  the  prob- 
and opportunities  of  Chi- 
nation  trying  to  employ  its 
itudes  of  people  and  at  the 
time  modernize  its  econo- 
[t  was  fascinating,  there- 
to hear  his  insights  on  Chi- 
tpressed  to  Jerry  Flint  dur- 
two-hour  visit  to  Forbes' 
ington  Bureau. 
/</ V  All  of  a  sudden  we  get 
ts  of  economic  difficulty  in 
a,  where  only  yesterday  we 
i  of  progress.  What's  the  real  story? 
xlcock:  Let  me  give  you  a  rather  long 
er.  In  1976-78  when  they  were  com- 
ut  of  the  Cultural  Revolution,  they 
:ted  a  ten-year  plan  that  bordered  on 
intastic,  on  assumptions  having  no 
on  to  reality.  They  proposed  cre- 
of  ten  Daqings  [Daqing  is  a  major 
ld|,  and  said  there  would  be  120  ma- 
dustrial  projects;  it  was  speculated 
would  be  a  capital  expenditure  of 
billion  by  198.S.  This  was  at  the  time 
American  business,  foreign  busi- 
nen  of  all  kinds,  were  speculating 
:his  huge  trade  bonanza  was  open- 
ill  kinds  of  euphoria. 
:  that  hadn't  gone  very  far  when  the 
:.'se  realized  this  euphoria  wasn't 


Le'))uii(l  Wooclcdch.  Ixich  iijlerj^/i  years  iii  Chiiui 
"They're  budget  balancers  from  way  back." 

based  on  fact,  and  blew  the  whistle  on 
themselves.  This  was  late  1978,  early 
1979.  They  began  to  put  the  accent  first 
on  agriculture,  second  on  light  industry, 
third  on  other  heavy  industry  and  lastly 
on  national  defense.  That  went  forward 
during  most  of  1979  and  well  into  1980. 
At  the  same  time  they  began  the  eco- 
nomic reform  movement,  transferring 
some  decision-making  power  from  the 
center  to  the  provinces  and  certain  major 
municipalities  in  order  to  combat  the 
inefficiency  of  centrally  planned  pro- 
grams, and  as  a  reaction  to  the  budget 
deficit  and  inflation  they  were  beginning 
to  notice.  That  was  typified  in  Sichuan 
Province,  where  the  man  who  now  is 
premier,  Zhao  Ziyang,  was  in  charge.  It's 


the  most  populous  province,  rich  in  agri- 
culture, and  was  in  bad  shape.  He  appar- 
ently turned  it  around.  That's  what 
brought  him  to  the  center  stage,  ulti- 
mately as  the  premier  last  September. 

t'OHiii\  Inflation?  Do  the  people  we 
once  called  the  Red  Chinese  worry  about 
inflation,  too? 

Woodcock:  Inflation  in  China  is  very 
much  an  object  of  fear.  One  of  the  major 
factors  in  the  overthrow  of  the  National- 
ists in  1946-49  was  runaway  inflation.  It 
was  1923-Germany  type  where  you  used 
a  wheelbarrow  to  take  home  your  weekly 
pay.  And  accompanying  that,  too,  they 
have  a  great  fear  of  going  into  debt,  both 
internally  and  externally,  particularly  ex- 
temally.  They  are  not  going  to  go  heavily 
into  debt  to  import  foreign  technology. 
The  Chinese  have  lines  of  credit,  for 
example,  of  over  $30  billion.  Only  $3.4 
-^^n  billion  of  that  has  been  drawn 
^^^H  down,  and  instead  of  drawing 
r|H||  down  more,  they  are  trying  to 
pay  it  off. 
FoRBF.\  No  Keynesians  there? 
Woodcock:  They're  budget  bal- 
ancers from  way  back.  The  first 
year  I  was  there  a  man  came  to 
China  from  Germany.  His 
name  was  Friedrich  Engels.  He 
was  a  great-grandnephew  of  the 
Engels.  And  he  was  not  only  an 
economist  but  also  a  textile 
manufacturer,  like  his  great- 
>;randuncle.  The  Chinese  invit- 
ed him  to  give  lectures  but  he 
was  very  conservative,  a  Chris- 
tian Democrat.  He  gave  them 
lectures  about  balancing  budgets 
and  fiscal  integrity,  all  of  which 
they  completely  agreed  with. 
FORBES:  So  how  did  they  han- 

  die  the  deficits  and  mflation? 

Woodcock:  Well,  when  they  released 
the  decision-making  power  to  meet  the 
budgetary  problem  and  the  inflation 
problem,  they  began  to  cut  back  on  cap- 
ital construction  at  the  center.  But  sud- 
denly, late  in  1980,  they  began  to  realize 
that  the  construction,  instead  of  being 
throttled  back  was  mounting  very  fast 
because  the  provinces  were  going  ahead 
with  all  kinds  of  capital  construction 
projects  without  any  relationship  to  any 
national  plan,  without  any  relationship 
to  a  market,  because  there  is  no  market 
at  this  point  in  China. 

So  in  December  they  blew  the  whistle 
again  on  themselves,  to  take  back  to  the 
center  much  of  the  decision-making 
power  and  clamp  down  on  the  budgetary 
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deficit  to  try  to  eliminate  it  for  1981,  and 
to  cut  back  on  all  capital  construction 
40%.  In  the  process  they  canceled  major 
industrial  projects,  mostly  with  Japan. 

loKiiKS:  What  did  it  mean  for  American 
business? 

Woodcock:  The  biggest  U.S.  cancella- 
tion was  a  proposed  trade  center  Kaiser 
was  involved.  Turner,  Chase  Manhattan. 
The  Chinese  settled  all  the  approved  ex- 
penditures 100  cents  on  the  dollar.  Ex- 
penditures that  had  not  been  specifically 
approved,  but  which  were  made  in  good 
faith,  were  settled  50  cents  orx  the  dollar. 
The  U.S.  representatives  told  me  they 
weren't  happy  about  the  termination  but 
were  satisfied  with  the  resulting  negotia- 
tions. There  were  many  other  projects 
under  negotiation  for  a  long  time.  These 
negotiations  were  terminated  and,  in 
some  cases,  the  Americans  were  told  to 
come  back  in  three  years. 


buying  from  some  other  [Chinese)  pro- 
ducer. They  can  build  computers,  but 
with  everybody  doing  their  own  thing, 
there  were  computers  that  couldn't  talk 
to  each  other.  From  1977  until  1980  you 
had  a  very  substantial  inventory  buildup 
in  producer  goods.  Most  of  it  was  built 
according  to  plan,  but  it  was  unusable.  So 
when  they  talk  about  shutting  down  in- 
efficient enterprises,  they  are  talking 
about  enterprises  that  had  been  produc- 
ing according  to  plan  and  recorded  as 
successful.  This  readjustment  will  last, 
they  say,  two  or  three,  maybe  five,  years, 
a  period  during  which  major  projects  are 
not  on  the  drawing  board. 

FORBES:  What  are  future  prospects  for 
doing  business  with  China? 

Woodcock:  This  is  going  to  be  a  diffi- 
cult decade  for  China,  but  there  are  still 
opportunities  for  those  who  can  work 
with  the  Chinese  to  their  mutual  benefit. 


Petrochemical  complex  in  Liao-yan^,  Mcuichiiria.  built  with  French  help 

"They  are  not  going  to  go  heavily  into  debt  to  import  foreign  technology. 


FoRBix  What  is  happening  now? 

Woodcock:  They  are  in  the  process  of 
shutting  down  inefficient  enterprises. 
Now  this  has  to  be  understood.  I  mean 
inefficient  in  their  terms,  as  the  whole 
economic  system  is  subject  to  deliberate 
overmanning  because  of  the  huge  popula- 
tion. It  may  not  be  stated  but  it's  a  fact. 
You  can  walk  into  any  factory  and  see  it. 
Anyone  who  is  at  all  familiar  with  West- 
ern industry  would  look  around  and  say, 
"I  could  cut  30%  to  40%  of  these  people 
without  affecting  production."  But  the 
alternative  is  mass  unemployment, 
which  would  lead  to  social  disaster. 

FoRBi-S:  So  what  do  the  Chinese  call 
inefficient? 

Woodcock:  During  the  Cultural  Revolu- 
tion period,  national  self-reliance  was 
the  main  virtue.  So  you  had  enterprises 
tending  to  be  self-reliant,  making  for 
themselves  machine  tools  and  other 
things  that  they  would  be  better  off 


This  includes  trying  to  find  things  to  buy 
as  well  as  to  sell.  If  and  when  China  turns 
the  corner — and  I  think  it  will — they  will 
then  stand  to  benefit,  because  it's  a  fact 
that  the  Chinese  do  not  forget  old 
friends,  in  both  the  industrial  sense  and 
the  general  sense. 

FoRBi-S:  What  will  they  be  buying  de- 
spite the  cutoff? 

Woodcock:  Oil  is  being  well  pursued,  as 
are  the  things  that  go  with  it.  Coal  tech- 
nology, too.  They  have  other  considerable 
metal  and  mineral  reserves  but  that's  fur- 
ther off.  They're  waiting  for  the  day  when 
they  can  accumulate  not  only  the  external 
capital  but  the  internal  capital  as  well. 
And  other  possibilities  are  joint  ventures 
in,  say,  simple  metalworking  or  compo- 
nent parts  that  may  be  exported.  On  joint 
ventures  they  have  been  all  over  the  lot, 
51%  to  49%,  60%  to  40%— they've  even 
talked  about  100%  foreign  ownership. 
But  there  still  are  a  lot  of  unanswered 


questions.  They  haven't  completed  tl 
taxation  system,  so  there  have  not  b 
very  many  completed. 

I'oRHHS:  When  can  the  big  contn 
come  back? 

Woodcock.  I  think  the  key  to  the 
ture,  the  South  China  Sea,  has  been  p 
ty  well  explored  now.  It  is  not  a  cert; 
ty,  but  it  would  appear  that  there 
substantial  oil  deposits.  They  are  pi 
ning  to  begin  negotiating  the  explorat 
contracts  starting  in  July  or  Augusi 
this  year.  They  are  also  now  heavily 
gaged  in  surveying  onshore  for  additic 
possibilities,  and  they're  willing  to  vi 
with  foreign  enterprise  to  do  that, 
until  18  months  ago  or  so  they  were 
willing  to  work  with  foreigners  onsh 
only  offshore.  Now,  assuming  there 
substantial  exploitable  deposits,  you, 
looking  at  a  period  of,  say,  five  to  sei 
years  beyond  that.  They  should  ther 
able  to  accumulate  the  foreign  excha 
needed  to  move  on  to  more  ambitii 
capital  projects.  It  may  be  well  tow 
the  end  of  the  decade. 

FciRjiES:  But  don't  they  want  Ameri 
military  equipment? 

Woodcock:  First  of  all,  they  don't  h 
the  resources  to  arm  that  huge  force  v\ 
purchased  foreign  weapons.  Even  wh 
the  door  is  open,  there  have  not  b 
many  sales.  I  think  they  are  very  mi 
interested  in  working  with  us  for 
transfer  of  technology  so  that  they 
learn  to  do  the  jobs  themselves.  I  th 
this  would  be  better  from  their  sta 
point,  as  well  as  from  everybody  else'i 
would  take  longer,  but  I  think  it  woul( 
a  more  sensible  way  to  go  about  i 
think  that's  what  is  in  their  vision. 

FORBES:  Do  you  ever  see  China  s 
competitor,  another  Japan  or  Taiwan? 

Woodcrjck:  No.  I  know  there  has  bj 
some  worry  in  this  country.  You  j 
Taiwan  is  Chinese  but  has  very  lil 
natural  resources,  very  much  like  Jap 
China,  on  the  other  hand,  has  a  co: 
nental  economy  with  considerable  m 
ral  resources.  As  I  see  it,  China  will 
velop  an  economy  more  like  ours  use« 
be,  where  foreign  trade,  although 
some  extent  important,  was  margii 
The  internal  market  for  decades  to  co: 
I  think,  will  be  the  market. 

FORBES:  On  the  political  side,  wh 
they  fear  the  Soviet  Union? 

Woodcock:  Well,  I  think  they  loo 
the  Soviets  as  being  bound  and  dei 
mined  to  dominate  the  world.  I  t 
they  feel  that  they  are  not  in  the 
line  of  fire  because,  even  if  nuc| 
strength  was  used,  they  can't  see 
Soviets  getting  bogged  down  in  CH 
with  Europe  still  intact.  So  they  say 
Soviets  are  moving  down  to  the  Gulfi 
seize  the  oil  reserves,  to  surround 
rope,  to  bring  America  to  its  knees, 
then  they  say,  "We  have  no  illusic 
We'd  be  next."  I  think  that's  the 
they  see  it.  ■ 
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nks  and  pension  funds  are  playing  the 
nmercial  real  estate  game  as  if  it  were  a 
ures  market  for  rents — despite  the  painful 
^^ons  supposedly  learned  in  1974-75. 

"Forget  the  past, 
let's  mortgage 
the  future" 


Uiildiiii^  lion  rising  1)11  Mdi/isoii  .Kiviiiic  m  Xcir  )i)rh 

e  current  commercial  realty  market  heading  far  another  collapse? 


By  Bob  Tatmarkin 

THE  GREAT  OFFICE  BUILDING  BOOM 
in  full  Stride  across  the  country  for 
several  years  now  shows  no  signs 
of  abating,  but  amid  the  present  din  ur- 
gent whispers  of  a  coming  glut  can  be 
heard.  Consider  the  following  markets: 

•  Houston  is  having  a  hard  time  un- 
loading 7  million  square  feet  of  suburban 
inventory.  Downtown  Houston  is  still 
strong — vacancy  rate:  1.4% — but  the  air- 
port area  is  soft.  Developers  there  are 
reportedly  luring  tenants  into  vacant 
buildings  with  an  offer  of  six  months' 
free  rent.  "The  market  there  is  not  a 
builder's  market,"  says  David  Raspler  of 
Julien  1.  Studley  Inc.'s  Houston  office. 

•  Dallas  is  building  toward  a  glut  along 
the  corridor  between  its  downtown  area 
and  the  airport.  "It's  frightening,"  says 
Harlan  Crow,  an  executive  with  develop- 
er Trammcll  Crow.  "Everybody  and  his 
brother  is  building  out  there,  and  it  may 
be  overbuilt  in  a  year."  Current  vacancy 
rate  in  the  corridor:  6% .  Current  office 
space  overhang:  370,000  square  feet. 

•  Chicago's  central  business  district  is 
still  strong — vacancy  rate:  3.7% — but 
Robert  Klein,  senior  vice  president  of 
Chicago  developer  Romanek  Golub, 
estimates  there  is  a  three-to-five-year 
supply  of  office  space  in  its  northwest 
suburbs  and  a  two-year  supply  around 
O'Hare  Airport. 

•  Atlanta  is  wrestling  with  some  2 
million  square  feet  of  unoccupied  space 
in  its  central  business  district,  or  a  14% 
vacancy  rate,  one  of  the  highest  in  the 
country.  "It  hasn't  worked  the  space  off 
from  the  last  recession,"  says  C.  Wesley 
Poulson,  chairman  of  Los  Angeles-based 
Coldwell  Banker,  whose  quarterly  survey 
of  office  vacancies  shows  a  national  rate 
of  4.1%. 

•  Kansas  City  is  following  close  be- 
hind Atlanta  with  a  10.2%  vacancy  rate 
as  tenants  abandon  the  downtown  area 
for  the  more  fashionable  Crown  Center 
12  blocks  to  the  south. 

•  Minneapolis-St.  Paul  is  experiencing 
a  dramatic  rise  in  its  vacancy  rate — from 
1%  last  March  to  the  current  6.8% — 
following  completion  of  several  new  of- 
fice buildings.  Some  7  million  square  feet 
of  new  space  was  built  there  in  the  last 
24  months.  About  400,000  square  feet  is 
now  vacant,  according  to  real  estate  con- 
sultant Lee  A.  Maxfield. 

New  space  on  the  way,  of  course,  will 
make  things  worse.  Developers  in  Hous- 
ton, for  example,  where  28.4  million 
square  feet  of  space  opened  up  in  the  last 
four  years,  will  have  another  6  million 
square  feet  or  more  of  new  downtown 
oHice  space  to  market  in  the  next  21 
months.  Yet,  based  on  the  recent  past, 
Houston's  downtown  seems  able  to  ab- 
sorb only  2.S  million  square  feet  a  year.  It 
took  Chicago's  downtown  six  years  to 
digest  the  total  7.4  million  square  feet  in 
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The  First  National  Bank  of 
Chicago  is  backing  six  new 
Loop  buildings,  none  with 
letise  commitments,  and  is  at 
a  loss  to  figure  out  who  the 
tenants  will  be.  Developers, 
an  optimistic  breed,  say  there 
are  plenty  of  lawyers,  accoun- 
tants and  expanding  compa- 
nies to  fill  these  offices.  But 
what  about  the  ripple  effect? 


the  Scars  Tower  and  Standard  Oil  Build- 
ing, which  both  opened  in  1974.  So  how 
will  the  city  handle  the  10.5  million 
square  feet  opening  by  19K3  in  the  Loop 
and  along  North  Michigan  Avenue?  Den- 
ver is  scheduled  to  get  20  million  new 
square  feet  within  the  next  three  years, 
but  even  that  booming  city  can  comfort- 
ably absorb  only  5  million  a  year. 

As  for  New  York — "Headquarter 
City" — scjme  13.5  million  square  feet  of 
new  office  space  is  scheduled  to  come  on 
the  market  in  1983-84,  more  than  triple 
198 1's  total.  That's  in  addition  to  5.5 
million  square  feet  in  1982.  Says  Frank 
Sullivan  of  Citibank's  trust  department: 
"If  everything  is  built,  there  is  potential 
for  oversupply."  Oddly,  most  of  the  space 
in  prospect  is  scheduled  for  the  down- 
town area,  rather  than  the  more  recently 
fashionable  midtown.  "It's  too  much  for 
downtown  to  absorb,"  says  New  York 
broker  [ulien  |.  Studley. 

Of  the  52  million  square  feet  planned 
for  completion  across  the  country  in 
1981-82,  only  about  half  has  already  been 
leased,  according  to  Chicago-based 
broker  Howard  Ecker  &.  Co.  Who  will 
speak  for  the  rest?  The  bankers  forking 
over  interim  financing  on  the  new  build- 
ings do  not  seem  anxious  to  know  at 
present.  The  First  National  Bank  of  Chi- 
cago is  backing  six  new  Chicago  Loop 
buildings,  none  with  lease  commit- 
ments, and  Senior  Vice  President  James 
K.  Suhr  IS  at  a  loss  to  figure  out  who  the 
tenants  will  be.  Developers,  an  optimis- 
tic breed,  say  there  are  plenty  of  lawyers, 
accountants,  computer  specialists  and  lo- 
cally expanding  companies  to  fill  these 
offices.  But  what  about  the  ripple  effect? 
In  New  York,  for  example,  who  will 
move  into  Irving  Trust's  old  quarters  at 
One  Wall  Street  when  the  bank  departs 
for  its  new  1  million-square-foot  office 
complex  at  Greenwich  and  Rector 
Streets  in  1983? 

The  big  reason  bankers  aren't  chew- 
ing their  nails  is  that  so  many 
players  in  the  commercial  real  es- 
tate game  right  now  are  not  the  shoe- 
string promoters  of  another  day,  but  sea- 
soned professionals  keeping  classy  com- 
pany. Big  pension  funds,  insurance 
companies  and  hanks — institutional  in- 
vestors with  deep  pockets — that  could 
earn  14.5%  on  bonds  are  taking  equity 
positions  in  commercial  real  estate  deals 
with  initial  yields  of  7%  and  even  less. 
The  S400  milHon,  or  $177  a  foot,  that 
Metropolitan  Life  paid  for  the  Pan  Am 
Building  last  summer  yielded  a  cash-on- 
cash  return  (after  operating  costs,  taxes 
and  interest)  of  just  3.3%.  Why  accept 
the  meager  return?  Because  Metropoli- 
tan is  looking  to  1983  and  1984,  when 
50%  of  Pan  Am's  crop  of  low-yielding 
leases  are  up  for  renewal.  Similarly,  Citi- 
bank's Real  Estate  Equity  Fund  recently 
accepted  an  initial  6%  return  on  its  S400 
million  investment  in  900,000  square 


feet  of  office  space  along  the  Avenue 
States  in  Century  City,  Los  Angeles, 
current  rent  levels  can  be  written  ir 
new  leases  as  old  ones  expire,  Citibanl 
fund  expects  a  15%  return  by  1985. 

The  gamble  on  rental  rates,  in  she 
has  made  the  commercial  real  estj 
game  look  almost  like  a  futures  mark 
In  Manhattan,  choice  midtown  rents  i 
$40  a  square  foot  and  rising.  In  Chicag 
venerable  Wrigley  Building,  new  lea; 
command  $16.50  per  foot  per  moni 
60%  over  1978  and  only  $2  to  S3  unc 
rents  in  new  buildings.  In  Houston,  r^ 
estate  brokers  confidently  talk  of  ret 
doubling  to  $45  to  $50  a  square  fc 
within  five  years. 

Their  confidence  rests  largely  on  t 
fact  that  developers  think  they  have  f 
ured  out  how  to  beat  inflation.  Leas 
that  used  to  run  20  or  30  years  are,  li 
fixed-rate,  long-term  mortgages,  an  t 
dangered  species.  Now,  three-  and  ti^ 
year  leases  are  common,  with  "esca 
tors"  to  protect  the  lessors  against  ri< 
in  fuel  and  other  costs.  In  San  Francis 
and  Chicago,  lessors  have  begun  incorj 
rating  consumer  price  index  adju 
ments.  Cadillac  Fairview,  the  big  Car 
dian  developer,  has  an  escalation  clai 
in  some  of  its  leases  pegged  to  the  risi 
cost  of  money.  With  all  this,  it  is  r 
surprising  that  in  a  number  of  citi 
rents  are  outpacing  construction  costs 

It's  precisely  these  inflation-hedg| 
earning  streams  that  encouraged 
many  banks  to  finance  new  commercl 
construction  with  fewer  worries  abo 
how  many  signed  leases  are  on  ha 
than  in  the  early  Seventies.  In  the  futui 
more  prominent  than  the  banks  may ! 
the  pension  funds.  Today  only  about  2 
of  the  $600  billion  in  total  pension  fu| 
assets  is  in  real  estate.  By  1995  it's  tj 
pected  to  be  5%  out  of  S3  trillion, 
developers  and  investors  are  plungi 
ahead.  All  but  forgotten,  it  seems,  are  t 
lessons  of  1974-75,  when  another  bui 
ing  binge  abruptly  ended  in  a  monuma 
tal  space  hangover,  leaving  a  glut 
bankruptcies  and  bad  debts  in  its  wakj 

Some  experts  are  of  two  minds  abq 
whether  that  will  happen  again.  WiUia 
F.  Fitz,  a  vice  president  at  First  Chicaj 
for  example,  thinks  the  lessons  of  fi 
years  ago  are  not  forgotten.  "We  paic 
lot  to  get  smart,"  he  says.  At  the  sar 
time  he  is  uneasy  about  the  readiness 
big  institutional  investors  to  keep  t 
present  boom  going.  "Now,"  he  sa; 
"there's  a  danger  of  building  because  y 
know  you  can  find  a  buyer  for  the  fi 
ished  product,  not  because  there's  a  c 
mand  for  the  space." 

Other  experts  are  not  of  two  mini 
but  of  one.  "We're  back  in  the  specu 
tive  syndrome  of  the  Seventies.  "I  see . 
the  signs,"  New  York  mortgage  brot 
Charles  I.  Urstadt  says  flatly.  "People  a 
counting  on  inflation  to  bail  them  oi 
It's  a  risky  situation."  ■ 
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y  is  growing  peanuts  like  growing  mari- 
na? Because  you  can  land  in  jail  for  it. 


Force 
majeure 


By  Michael  Kolbenschlag 

THERE  NO  ESCAPE?  The  great  1981 
;anut  butter  shortage,  it  turns  out, 
suits  from  government  regulation. 
,  the  1980  drought  had  a  lot  to  do 
it.  But  an  act  of  government  as 
as  an  act  of  God  is  makmg  Ameri- 
jnsumers  pay  steak-like  prices  to- 
r  humble  peanut  butter. 
'  growing  of  peanuts  is  restricted  by 
ear-old  law  to  a  limited  number  of 
or  allotments,  which  are  passed 
from  generation  to  generation.  Un- 
3u  own  or  rent  one  of  approximate- 
DOO  allotments,  growing  more  than 
;re  of  peanuts  annually  is  a  federal 
e. 

tection  for  peanuts,  as  for  most 
rops,  began  in  the  Dust  Bowl  years 
Thirties.  But  along  with  the  regu- 
devices  that  protected  other  crops 
:he  years — support  prices,  import 
onnage  restrictions — peanuts  and 


tobacco  alone  possess  the  protection  of 
laws  that  stipulate  particular  pieces  of 
land  on  which  they  can  be  grown. 

Where  the  major  food  and  feed  crops — 
corn,  wheat,  soybeans — are  now  relative- 
ly unrestricted  as  to  acreage,  volumes 
and  import  competition,  the  opposite  is 
true  for  peanuts.  In  order  to  hold  down 
support  payments — that  ran  to  more 
than  $200  million  in  the  mid-70s — the 
government  cut  back  the  allowed  peanut 
crop  to  about  2  million  metric  tons.  "If 
you  limit  the  supply  then  you  don't  have 
a  cushion,"  says  Atlanta  broker  Donald 
Sands  drily.  The  federally  limited  supply 
left  the  nation  vulnerable  to  a  shortage  in 
a  drought  year  such  as  1980,  when  the 
peanut  crop  came  in  42%  below  the  1979 
level.  And,  as  consumers  know  from 
empty  supermarket  shelves  or  rising 
prices,  that  drought  led  to  the  great  pea- 
nut butter  shortage  of  1981. 

And  that  leads  to  cries  for  repeal  of 
government  peanut  protection. 


"It's  unbelievable,"  says  James  E. 
Mack,  managing  director  and  counsel  for 
the  Peanut  Butter  &.  Nut  Processors  As- 
sociation in  Washington.  "The  merit  of 
this  government-anointed  monopoly  is 
baseless.  Peanut  butter  (accounting  for  at 
least  50%  of  U.S.  peanut  production  and 
nearly  $600  million  in  retail  sales)  is  a 
staple  food  for  most  families.  The  indus- 
try needs  no  protection." 

"Carrying  peanut  butter  is  almost  an 
insult  to  the  consumer  these  days.  It  can 
hurt  our  low-cost  image,"  says  Richard 
L.  Shanaman,  executive  vice  president 
and  treasurer  of  Salt  Lake  City-based 
American  Stores,  a  holding  company  for 
two  national  supermarket  chains. 

Even  some  growers  are  unhappy.  "The 
growers  got  hurt  more  than  anybody," 
says  Robert  R.  Pender,  head  of  Pender 
Peanut  Corp.  in  Greenwood,  Fla.,  and  an 
owner  of  350  acres  of  peanut  plots.  "The 
damn  manufacturers  are  mopping  up 
right  now  because  before  we  knew  the 
shortage  was  coming  we  had  sold  85%- 
to-90%  of  our  crop  at  the  support  price  of 
only  $455  per  ton.  (Recently,  peanuts  ran 
as  high  as  $1,400  per  ton  on  the  open 
market.)  "I'm  for  lifting  the  ban  on  im- 
ports and  doing  away  with  price  sup- 
ports. We  don't  need  protection." 

Grower  Pender,  however,  doesn't  want 
to  give  up  his  allotments,  but  then  old 
ideas  die  hard.  How  hard  will  be  a  test  for 
the  Reagan  Administration  as  it  drafts  a 
new  farm  policy  for  1981-85.  Along  with 
dairy  price  supports,  it  might  want  to 
take  a  look  at  the  protection  of  peanuts — 
an  idea  whose  time  has  passed. 


Field  marshal 

President  Joseph  Sullivan  of  Swift  &  Co. 
hesitated  in  luly  when  reports  of  drought 
came  in  from  his  men  in  the  southern 
peanut  fields.  Sullivan,  whose  company 
makes  Peter  Pan  peanut  butter,  had 
spent  20  of  his  47  years  in  agriculture. 
"One  thing  you  can  always  be  sure  of," 
he  thought,  "is  that  the  peanut  crop  will 
come  up." 

But  older  colleagues  reminded  him  of 
a  devastating  drought  that  occurred  in 
1954,  before  his  time  in  the  business, 
and  he  acted.  "Make  all  the  contracts 
you  can — and  fast,"  he  told  his  men  in 
late  August.  So  Swift's  men  went  out 
into  the  Georgia  and  Texas  peanut 
fields  to  purchase  all  of  Swift's  peanut 
supplies  for  1981.  Normally  they  would 
only  order  about  30%  of  the  year's 
supplies. 

By  the  time  competitors  caught  on  and 
the  peanut  fields  turned  into  "absolute 
pandemonium,"  says  Sullivan,  Swift — a 
division  of  Esmark  Inc. — had  contracted 
for  60%  of  its  supplies  at  about  40  cents  a 
pound.  Later  it  would  pay  about  $1  a 
pound  for  the  other  40%,  which  is  one 
reason  that  even  Peter  Pan's  price  will  be 
higher  at  the  supermarket  this  year — 
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live  up  price  supports  but  keep  that  federally  allotted  peanut  land. 
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$2.15  for  an  IK-ountc  jar  that  cost  $1.25 
a  year  ago. 

The  brand  will  have  not  only  profit, 
but  presence.  It  will  be  on  the  shelves, 
where  supplies  of  Procter  Gamble's  |if 
and  CPC  International's  Skippy  brands 
could  be  scarce.  Peter  Pan  thus  could 


improve  its  13%  market  share  and  even 
regain  some  of  the  ground  it  lost  in 
recent  years  to  the  insurgent  )if,  which 
now  rivals  Skippy's  leadership — both 
brands  now  claim  approximately  23%  of 
the  market. 

"We  had  been  building  Peter  Pan  back 


for  a  year  and  a  half  with  heavy  advci 
ing  and  it  would  have  been  a  pity  if 
couldn't  back  it  up,"  says  Sullivan,  v 
likes  visiting  supermarkets  these  da 
He  especially  enioys  seeing  that  "it's 
vious  there  are  those  who  did  not  t 
ahead" — Barbara  Rudolph 


"Were  there  to  make  moneys,  thats  what 
makes  Lloyd's,''  says  Chairman  Peter  Green. 
But  what  about  the  losses? 


For  whom  the 
bell  tolls 


By  Maurice  Barnfather 

It'll  be  bldooy,"  says  Lloyd's  of 
London  Chairman  Peter  Green.  The 
blot)d,  he  thinks,  will  shortly  be 
spilled  by  the  world's  reinsurance  indus- 
try, the  people  who  insure  the  insurance 
companies  against  losing  their  shirts 
over  claims  like  a  disastrous  Las  Vegas 
hotel  fire. 

"We're  worried  a  big  reinsurance  com- 
pany is  going  to  fail,  bringing  the  whole 
pack  of  cards  down,"  he  says  as  the  rain 
pounds  against  the  windows  of  his  27th- 
floor  suite  at  Manhattan's  plush  Carlyle 
Hotel.  Some  of  those  falling  cards  will,  he 
predicts,  be  U.S.  reinsurers.  World  insur- 
ance premiums  for  every  risk  from  o\\ 
tankers  to  Boeing  747s  might  then  rock- 
et. The  crisis  could  spread  throughout 
the  industry,  affecting  even  the  fire  in- 
surance premiums  on  our  homes. 

Sound  apocalyptic?  More  suited  to  a 


('.hdirnhiii  I'cIit  (,i\'ci:  (duI  i.iuy;L\  Inline  Ik'll 
Sounding  the  alarm. 


Paul  Erdman  novel?  Remember,  56-year- 
old  Green  is  chairman  of  the  world's 
largest  insurance  market,  which  boasts 
19, ()()()  members  |or  "names")  and  $4.5 
billion  in  1980  income.  Around  half  that 
came  from  the  U.S.,  and  1,300  of  its 
2,700  overseas  members  are  Americans. 
In  short,  as  chairman  of  a  300-year-old 
financial  institution,  Green  is  not  nor- 
mally inclined  to  indulge  in  hyperbole. 

What's  giving  Green  sleepless  nights 
is  the  large  number  of  new  entrants  in 
recent  years.  Few  of  these  new  entrants 
stopped  to  think  whether  or  not  they 
could  afford  the  risks  they  were  taking, 
he  says.  After  all,  they  were  making 
money.  "Like  the  chap  who  forges  dol- 
lar bills,  he's  nidki/iii  money,  so  it's  all 
right,"  says  Green  sarcastically.  Rein- 
surance has  been  so  easy,  he  says,  that 
original  insurance  rates  on  some  risks 
have  been  uneconomic.  "People  said,  'it 
doesn't  matter  what  the  hell  I  write 


this  business  at,  I  can  reinsure.'  "  T 
in  turn  meant  delays  in  settling  claij 
and  has  led  to  a  dangerously  high  bai 
log  of  liability  payments  due.  They  rj 
perhaps  20'X)  last  year.  Figures  are  h| 
to  come  by.  Lloyd's  itself  doesn't  kn] 
the  size  of  its  own  reinsurance  bi 
ness.  But  it  could  be  almost  half 
annual  premium  income,  according 
one  industry  observer.  No  won 
Green  is  uneasy. 

Of  course,  critics  might  say  that  Gri 
IS  being  a  touch  too  con.servative  on  h 
the  insurance  industry  should  open 
After  all,  it  is  in  his  interest  to  critic 
upstarts  who  have  stolen  away  some  . 
of  Lloyd's  traditional  reinsurance  hi 
ness.  But  what  can  you  expect  from 
Harrow-  and  Oxford-educated  son  c 
Lloyd's  underwriter?  "We're  all  there 
make  money.  That's  what  ma 
Lloyd's,"  Green  says. 

Lately,  however,  Lloyd's  hasn't  b( 
making  much  money.  Lloyd's  reputat 
for  paying  up  even  when  fraud  is  susp< 
ed  has  been  getting  expensive.  Indc 
Green's  concern  about  the  health  of 
reinsurance  industry  has  something 
do  with  the  Lutine  Bell  ringing  rather 
often  at  Lloyd's  recently.  Potential  los 
include: 

•  The  $80  million  loss  caused  by  Pn 
dent  Carter's  Olympic  boycott.  Llo) 
had  insured  NBC's  television  contrac' 

•  The  $400  million  computer  leasi 
contract  loss  of  near-bankrupt  Calil 
man  Itel  Corp.  and  others.  Amazin> 
Lloyd's  insurance  covered  even  cance 
tion  due  to  obsolescence. 

•  A  $300  million  claim  involving  th 
liquid  natural  gas  tankers  in  Louisii 
that  failed  Coast  Guard  inspection. 

•  The  $500,000  suspicious  fire  at 
and  consequent  loss  of  300  Fiat  c 
aboard  the  M.V.  Savonita. 

Green  views  all  this  with  a  stift  up 
lip.  "If  you  don't  have  claims,  ped 
aren't  going  to  insure,  are  they?"  he  as 
But  Lloyd's  hasn't  just  written  oft  all  t 
to  experience.  A  new  act  of  Parliami 
could  result  in  a  law  giving  teeth 
Lloyd's  watchdogs  this  year.  Unfoi 
natcly,  Lloyd's  still  looks  likely  to  I 
money  in  1980  when  that  year's  bo< 
are  closed  in  1983,  allowing  time  for  s 
tling  claims  and  receiving  premiums. 
Green's  view:  "1978  was  reasonal 
1979  not  very  good,  and  1980  may  b 
loss,  unless  interest  rates  stay  high  fo; 
least  the  rest  of  this  year  and  someh 
pull  us  out  of  the  fire."  It  would 
Lloyd's  first  loss  since  196^.  ■ 
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ting  heat  and  hot  water  from  the  sun  may 
'  be  a  bright  idea.  But  big  government  and 
business  are  backing  away. 


Solar  eclipse 


•-lciyi]K'r(iturc  solcir  collector  al  a  i^orcr/nnciil  Ics!  silc  in  (io/(k'H.  (a)Io. 
is  on  the  bottom  line  put  the  industry's  future  in  question. 
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By  Carol  E.  Curtis 

Last  month  Exxon  Corp.,  the  world's 
biggest  oil  company,  quietly  sold  Day- 
star,  its  solar  collector  subsidiary,  to 
American  Solar  King  Corp.,  a  tiny  firm 
in  Waco,  Tex.  On  the  surface,  the  pur- 
chase looks  like  a  bargain:  For  $2.2  mil- 
lion, the  depreciated  value  of  Daystar's 
book  assets.  Solar  King  picked  up  a  facili- 
ty capable  of  turning  out  50,000  solar 
collectors  a  year,  plus  a  marketing  net- 
work that  includes  200  dealer  outlets  in 
the  Northeast.  "I'm  so  tickled  I  can  hard- 
ly stand  it,"  says  Brian  Pardo,  president 
of  Solar  King.  "What  was  a  crumb  to 
Exxon  is  a  cookie  to  us." 

How  tasty  a  cookie  remains  to  be  seen. 
For  Exxon  knew  precisely  what  it  was 
selling.  It  purchased  Daystar,  which 
makes  medium-temperature  solar  collec- 
tors, in  1977  for  an  undisclosed  figure, 
and  invested  $10  million  to  develop  the 
business.  Exxon  spent  that  money  on  the 
assumption  that  revenues  would  double 
every  year,  reaching  $100  million  by  the 
early  1980s.  But  Daystar  has  yet  to  turn  a 
profit.  Sales  last  year  were  just  $3.5  mil- 
lion, producing  $200,000  in  losses.  "In 
1977  this  looked  like  a  good  business  to 
be  in,"  says  George  Foster,  president  of 
Daystar  since  April  1979.  "Since  then, 
the  outlook  has  changed.  Exxon  did  not 
teel  this  was  for  them  in  the  long  term." 

Daystar's  performance  is  not  unique. 
Only  one  of  the  top  collector  companies 
made  money  last  year  (see  lahle.  p  3^)- 
While  some  businesses  are  still  optimis- 
tic about  current  sales — hoping  for  a 
boost  from  oil  and  gas  deregulation  and 
even  higher  utility  bills — most  are  strug- 
gling to  stay  alive.  Besides  Exxon, 
Grumman  and  ARCO  also  appear  to  be 
reducing  their  solar  activities.  "Every- 
body made  the  assumpti(Mi  that  this 
shakeout  would  occur  at  the  low  end, 
and  that  big  companies  would  stay  in 
the  business,"  says  Pardo.  "But  from  top 
to  bottom,  solar  collector  companies  are 
leaving  the  industry." 

How  did  the  bright  promise  of  solar 
heating  and  cooling,  which  peaked  just 
three  years  ago  with  passage  of  generous 
federal  tax  credits,  fade  so  quickly? 

Since  October  1978,  homeowners  in- 
stalling solar  equipment  have  been  eligi- 
ble for  a  20%  federal  tax  credit  taken 
directly  off  the  taxes  they  pay.  In  1980 
the  credit  was  increased  to  40%.  On  the 
average  solar  installation,  that  adds  up  to 
about  $1,200.  Some  states,  such  as  Cali- 
fornia, Colorado  and  Wisconsin,  have 
added  their  own  credit,  bringing  the  total 
to  as  much  as  70%  in  Colorado. 

Still,  tax  incentives  have  hardly  been 
an  effective  selling  tool.  According  to  a 
survey  by  Arthur  D.  Little,  50%  of  the 
general  public  has  never  even  seen  a 
siilar  application.  ADL  estimates  that 
two- thirds  of  the  candidates  for  tax 
credits  still  aren't  aware  of  them — even 
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after  three  years  have  elapsed. 

Even  wider  knowledge  of  tax  incen- 
tives, however,  may  not  help  the  indus- 
try. That's  because  the  biggest  buyers 
of  collectors  so  far  have  been  high-in- 
come homeowners  who  are  most  likely 
to  be  aware  of  the  tax  credits.  Among 
the  less  affluent,  where  awareness  of 
the  credit  is  low,  it  is  less  of  a  selling 
point.  The  affluent  few  who  bought  col- 
lectors after  the  credits  passed  hardly 
added  up  to  the  sales  boom  the  industry- 
had  projected. 

At  all  income  levels,  a  big  deterrent 
remains  the  long  payback  time.  The  av- 
erage solar  water  heating  system,  for  ex- 
ample, costs  about  $3,600.  The  payback 
time  in  terms  of  direct  fuel  savings  (de- 
pending on  local  utility  rates)  is  about 
five  years,  taking  into  account  the  cost  of 
capital  and  tax  benefits.  On  a  space  heat- 


The  dark  side 


Both  independent  companies  and 
subsidiaries  of  larger  corporations  sell 
solar  collectors.  Among  top  suppliers, 
only  one  made  a  profit  last  year. 


1980 
solar-only 
revenues 


1980 
pretax 
profit  (loss) 


Company  (millions) 

(millions) 

Aero  Energy  Corp 

$4.5 

$0.9 

American  Solar  King 

2.7 

(0.5) 

Ametek,  Inc 

1.5 

(1.3) 

Asarco 

5.0 

(4.5) 

Atlantic  Richfield 

0.8 

(1.2) 

Grumman 

10.0 

(4.9) 

Olin  Corp 

2.5 

10.3) 

Revere  Copper  &.  Brass 

4.0 

(3.0) 

Reynolds  Metals 

1.7 

(0.5) 

Solaron  Corp 

2.5 

(0.7) 

Sources:  Company  data;  FORBES  estimates 

ing  system,  which  goes  for  about 
$10,000,  it  takes  eight  years  for  the 
homeowner  to  get  his  investment  back. 
Such  numbers  simply  aren't  convincing 
enough  to  sell  many  collectors.  Compari- 
sons are  worse  still  for  business  buyers: 
Corporate  tax  credits  are  less  generous 
than  those  available  to  individuals. 

The  result,  for  the  solar  industry,  has 
been  a  slower  rate  of  growth  than  anyone 
projected.  In  1980  the  U.S.  collector 
manufacturers  did  only  $300  million 
worth  of  business — about  $25  million 
more  than  a  year  earlier,  and  $50  million 
over  1978,  the  year  the  tax  credit  became 
effective.  Adjusted  for  inflation,  howev- 
er, sales  have  hardly  grown  at  all.  Thus,  it 
will  take  far  longer  than  two  decades  to 
build  the  $20  billion  industry  that  gov- 
ernment solar  planners  had  projected 
three  years  ago. 

A  big  factor  in  those  optimistic  projec- 
tions was  a  fat  role  for  the  federal  govern- 
ment. Jimmy  Carter  gave  the  Depart- 
ment of  Energy  $539  million  in  fiscal 
1980  to  promote,  develop — and  even  sub- 


Solar  perplexus  at  HUD 


At.  least  one  of  the  many  federal  pro- 
grams intended  to  help  solar  energy 
gave  the  industry  a  black  eye  instead. 
Under  the  plan,  the  Department  of 
Housing  &  Urban  Development  doled 
out  $19  million  in  grants  to  home 
builders  who  agreed  to  install  solar 
heating  systems  free  of  charge  in  new 
and  existing  residences. 

HUD  found  plenty  of  takers  for  its 
money,  which  was  dispersed  between 
1976  and  1979.  But  there  are  few  indi- 
cations that  builders  and  homeowners 
were  sold  on  solar  as  a  result.  "Other 
than  the  giveaway,  we  never  sold  a 
single  collector,"  says  Murray  Turner, 
director  of  sales  and  marketing  for 
Perl-Mack  Co.,  in  Denver. 

Perl-Mack  got  $216,500  from  HUD 
to  put  solar  heating  systems  on  25 
new  houses  in  Montbello,  outside 
Denver.  Interest  boomed  when  buyers 
realized  the  $9,000  collectors  were  be- 
ing installed  for  nothing.  "People 
waited  all  night  outside  the  office  to 
buy  a  house  with  a  collector,"  says 
Turner. 

When  the  units  went  up,  however, 
design  and  installation  were  major 
problems.  Then  there  was  mainte- 
nance. Collectors  overheated  and  ex- 
ploded, or  built  up  acids  and  had  to  be 
replaced.  David  Moore,  program  man- 
ager at  HUD,  conceded  that  the  agen- 
cy-approved systems  needed  work: 
"For  a  time,  problems  weren't  cor- 
rected as  fast  as  we  would  have  liked." 


So/cir  bouse  in  Colonulo 


Even  if  the  collectors  had  been  trou 
ble-free,  Perl-Mack's  Turner  thinks 
the  bottom  line  is  what  soured  poten 
tial  owners  on  putting  up  their  ovnx 
money.  On  a  $9,000  collector,  he  says,, 
it  takes  longer  than  eight  years  on^ 
average  to  get  a  return  on  the  initial 
investment  out  of  utility  bill  savings 
"It  doesn't  pencil  out." 

Alvin  Hill,  a  resident  of  Montbella 
who  has  had  a  HUD-financed  solar^ 
heater  for  3 '/a  years,  thinks  the  num-| 
bers  are  even  worse.  His  collector  wasi 
out  of  operation  most  of  last  winter..^ 
When  it  worked,  he  saved  about  $40  a? 
month  on  utilities,  paying  $60  instead^ 
of  $100.  At  that  rate,  leaving  out  thei 
cost  of  money,  it  would  take  almost; 
20  years  to  earn  back  the  investment.; 
Says  Hill,  "If  the  govemment  hadn'tj 
paid,  I  wouldn't  have  bought  it."  | 

HUD  is  no  longer  giving  out  moneyj 
for  solar  homes.  If  Reagan's  proposed| 
budget  cuts  are  approved  by  Congress, ' 
it  will  be  out  of  the  solar  businessj 
altogether.  As  for  Perl-Mack's  solar| 
sideline?  Says  Turner,  "It's  in  deep| 
storage  now."— \ an  Wallach  • 


sidize — solar  technologies.  Said  a  DOE 
official  at  the  time,  "Without  a  federal 
presence,  nothing  will  happen." 

But  it  is  questionable  how  much  the 
incentives  have  helped.  Some  Washing- 
ton programs  may  even  have  hurt  the 
industry Csee  box).  In  any  case,  the  federal 
role  should  diminish  under  the  Reagan 
Administration.  The  President  has  al- 
ready asked  Congress  to  slice  future  solar 
spending  from  $589  million  in  1982  to 
$224  million,  a  reduction  of  more  than 
60%.  Most  of  the  proposed  cuts  come 
from  near-term  programs  to  promote  so- 
lar heating  and  cooling,  and  they  include 
an  end  to  the  solar  loan  bank  set  up  to 
provide  capital  for  the  industry. 

Where  does  this  leave  businesses  like 
Brian  Pardo's?  His  tiny  company,  and 
others  like  it,  are  likely  to  loom  larger  on 
the  solar  scene  as  the  corporate  giants 
pull  up  stakes.  Since  acquiring  Daystar, 
for  example,  American  Solar  King  has 
become  the  biggest  U.S.  company  selling 
solar  collectors  for  residential  hot  water 
and  heating.  Though  his  five-year-old 
company  has  yet  to  post  a  profitable 
year,  Pardo  thinks  small  solar  firms  will 
now  do  better  than  ever.  "Companies 
like  Exxon  and  Grumman  have  mon- 


strous advertising  and  RixD  budgets,"  1 
says.  "They  are  not  designed  to  mal 
profits  until  they  reach  a  lot  more  th; 
$8  million  in  sales." 

Pardo  says  his  firm  will  become  prof 
able  when  sales  hit  $6  million  and  1 
produces  20,000  collectors  a  year — tl 
present  combined  total  of  Daystar  ai 
American  Solar  King.  In  fact,  his  cor 
pany  posted  its  first  small  operating  pre 
it  in  the  second  quarter  of  fiscal  1981. 

He  also  maintains  that  despite  tl 
high  cost  of  solar  equipment — and  d 
spite  the  likely  cutback  in  govemme: 
help — high  utility  bills  will  spark  co 
sumer  interest  in  collectors.  "People  a 
starting  to  call,"  he  says.  "I  don't  care 
the  government  does  nothing.  As  tl 
price  of  gas  and  oil  goes  up,  we  will  1 
able  to  market  our  products." 

Perhaps.  But  against  Pardo's  view 
the  opportunities,  one  must  balance  oi 
solar  advocate's  assessment  of  the  indu 
try  right  now:  "There  are  a  lot  of  us  wf 
feel  we  are  on  a  kamikaze  plane  head< 
toward  the  middle  of  the  Pacific."  Eve 
if  the  truth  lies  somewhere  in  betwee: 
Exxon  may  take  comfort  that  small  as 
was,  Daystar  is  now  someone  else 
problem.  ■  *, 
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To  improve  your  accounts  receivable, 
shift  your  point  of  view. 

Today,  there's  a  powerful  way  to  iraprove  your  accounts  receivable. 

Do  it  by  shifting  your  point  of  view  away  from  easily  ignored  collection 
letters.  Shift  it  to  the  Bell  network. 

You  already  have  access  to  the  Bell  network,  the  world's  largest  and  most 
advanced  information  management  system.  So  you  can  make  contact  at  once.  Can  discuss 
and  interact  with  your  customer  or  client,  can  have  personal  rapport. 

But  how  you  use  the  network— the  techniques  of  a  Bell  credit  management 
program— is  what  makes  the  interaction  pay  off. 

The  Bell  program  offers  you  a  cost-effective  method  for  reducing  bad  debts 
and  increasing  cash  flow,  so  that  your  receivables  can  earn  interest.  Meanwhile,  customer 
good  will  remains  intact.  Bell's  program  is  so  effective  with  overdue  accounts  that  many 
collection  firms  use  it. 

Bell  can  discuss  programs  and  services  to  help  you  use  the  network  to  your 
best  advantage. 

All  you  have  to  do  is  call  now  800-821'2121,    r\r\r\   nOl  0101 
toll  free.  In  Missouri,  call  800-892-2121.  oUU"OZ  TZ  IZ  I 

See  how  easy  it  is  to  put  our  knowledge  to  work  for  you.** 


The  knowledge  business 
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For  1981,  Mercedes-Benz  offers 
the  high-performance  turbodiesel  buyer 
a  deUcious  agony  of  choice. 


The  most  powerful  automotive  diesel  engine  in  the  world  now  powers 
both  the  new  300  SD  Sedan  and  the  300  TD  Station  Wagon. 


come:  the  industry  has  since 
responded  with  V-8  diesels  , 
and  even  other  turbodiesels 
-but  this  three-liter  Mercedc 
Benz  powerplant  outpowers 
them  all.  Meanwhile,  it  is  mc 
nearly  silmt  than  any  diesel  i 
Mercedes-Benz  history. 

But  the  final  surprise  mayl 
the  best.  For  1981,  Mercedes- 
Benz  turbodiesel  power  com 
in  sedan  aiid  station  wagon 
form. 

And  the  new  300  SD  andt 
300  TD  are  not  only  both  fast 
than  their  predecessors  up  tc 
55  mph,  but  the  performano 


Mercedes-Benz  seems  bent 
on  dominating  the  next  auto- 
motive decade  as  it  has  domi- 
nated the  decades  before:  by 
the  sheer  force  of  engineering 
brainpower  and  technical 
finesse. 

The  unique  five-cylinder 
Mercedes-Benz  turbodiesel 
engine  makes  an  eloquent  case 
in  point.  The  engineers'  fore- 
sight made  it  the  world's  first 
production  automotive  turbo- 
diesel by  a  three-year  margii-i 
(after  the  engineers'  typical 
thoroughness  had  first 
subjected  it  to  five  years  of 


development).  A  prototype 
version  powered  the  C-111/3  re- 
search car  to  an  average  speed 
of  195.39  mph  for  12  hours  in 
1978.  It  was  a  hint  of  things  to 

55  I  


(sec)  O       2       4       6       8      10  12 


Both  300  SD  and  300  TD  hit 
55  mph  in  just  12  seconds. 


s  accompanied  by  a 
n  mileage— up  to  a  lofty 
L  estimated  mpg,  30  esti- 
highway  mpg* 
new  300  SD  Turbodiesel 
combines  what  may  be 
imate  diesel  powerplant 
rhat  may  be  the  ultimate 
automobile.  It  has  just 
ed  from  seven  years 
^lopment,  dad  in  a  body 
)dynamically  pure 
0.36  drag  coefficient 
rasses  virtually  every 
)assenger  car  sold  in 
ca  today 

Bxotic  high-strength  steel 
nake  that  body  both 
and  stronger  than  its 
1  predecessor 
.  300  SD  rips  even  faster 
standstill  to  55  mph 
s  illustrious  forerunner 
torque-converter  auto- 
ransmission  makes  it 
)  even  feel  gear  changes, 
production  sedan  extant 
im  superior  roadhold- 


The  C-111/3  proved  Mercedes-Benz 
Turbodiesel  reliability  and  efficiency 
by  averaging  195.39  mph  — and  14.7 
mpg— for  12  grueling  hours. 

ing.  No  diesel  automobile  ever 
devised  can  rival  the  300  SD's 
comforts.  Item:  the  separate 
fresh  air  and  air  conditioning 
console  for  rear  seat  passengers. 

World's  least  mundane 
station  wagon? 

The  added  thrust  of  turbo- 
charging  makes  the  300  TD 
Station  Wagon  perhaps  the 
most  versatile  Mercedes-Benz 
in  95  years. 

The  300  TD  raises  the  station 
wagon  up  to  Mercedes-Benz 
standards  of  ride  and  comfort 
and  strength— earning  Car  and 


Driver's  accolade  in  1980  "...  it  is 
not  only  the  best  wagon  we've 
tested,  it  ranks  right  up  there 
as  one  of  the  aU-time  best  cars 
in  our  experience." 

For  1981,  added  to  this  heady 
equation  is  the  character  of  a 
performance  machine.  A  su- 
premely liveable  five-door  per- 
formance machine  with  73.85 
cubic  feet  of  cargo  capacity. 

A  happy  dilemma 

The  300  SD  Turbodiesel  Sedan, 
or  the  300  TD  Turbodiesel  Station 
Wagon?  There  has  seldom  been 
a  more  agonizing  choice. 

Or  a  more  delicious  one. 

*EPA  esHmate  for  comparison  purposes. 
The  mileage  you  get  may  vary  with  trip 
length,  speed  and  weather.  Actual  high- 
way mileage  will  probably  be  less. 


Engineered  like  no  other 
car  in  the  world 

f'  1981  Mercedes-Benz  N  A.,  Inc.,  Mont\.ili-,  N 


The  'miraculous'  German  economy  suddenly  exhibits  sympton 
displayed  by  the  U.S.  economy  a  decade  ago.  Is  the  disease  catching 
Or  has  Germany  learned  from  Americas — and  Britain  s — mistakes? 


Has  Germany  caught 
the  American  disease? 


\  £  .->(ifi  I  SOT  J 


HI VDERT 
DBCTSCBE 
MAIIK 


By  Norman  Gall 

WEST  Germany  in 
trouble  means 
Europe  in  trou- 
ble, since  the  Federal  Re- 
public generates  about 
one-third  of  the  Common 
Market's  gross  product 
and  one-fourth  of  all  West- 
ern Europe's.  And  Ger- 
many is  in  trouble.  The 
late  February  rally  only 
partly  recouped  the  down- 
ward slide  of  the  deutsche 
mark  on  currency  mar- 
kets. At  its  worst,  the  DM 
was  down  26%  against  the  dollar  in  less 
than  six  months. 

Some  Germans  blame  the  sinking 
mark  on  high  U.S.  interest  rates,  which 
arc  suckmg  money  out  of  the  DM  and 
into  U.S.  markets.  But  that's  only  part  of 
the  problem.  More  ominous  are  the  huge 
current  account  deficits  in  Germany's 
international  payments  over  the  past 
two  years.  These  reflect  continued  high 
consumption  in  the  face  of  the  doubling 
of  oil  prices  in  1979  and  the  growing 
uncompetitiveness  of  German  industry. 
In  1980  Germany  ran  its  biggest  current 
account  deficit  on  record,  $15.5  billion 
(DM28.2  biUion),  nearly  triple  the  $5.5 
billion  deficit  for  1979. 

"Never  before  has  Germany  experi- 
enced such  a  profound  and,  it  seems, 
lasting  change  in  external  economic  con- 
ditions," said  Frankfurt's  Bundesbank, 
the  West  German  central  bank,  in  its 
annual  report  issued  last  April. 

What  happened  to  the  German  eco- 
nomic miracle?  To  the  vaunted  German 
discipline  that  kept  inflation  rates  low 
and  productivity  high?  Indications  are 
that  in  recent  years  the  miracle  has  been 
more  myth  than  reality.  For  example, 
German  labor  costs  are  now  probably  the 
highest  in  the  world  if  you  count  in 
fringe  benefits,  which  run  to  as  much  as 


100%  of  wages,  more  than  double  the 
U.S.  fringe  rate.  Nor  are  German  infla- 
tion trends  quite  as  favorable  as  it  may 
seem:  Experts  say  that  if  the  German 
price  index  were  figured  the  same  way  as 
the  U.S.  index,  the  two  inflation  rates 
would  be  roughly  the  same. 

In  January  German  unemployment  hit 
a  five-year  high  of  1.3  million,  or  5.6%  of 
the  work  force. 

Many  observers  see  the  German  econ- 
omy burdened  by  major  structural  prob- 
lems. Over  the  past  two  years  the  earn- 
ing power  of  Germany's  exports  fell  by 
15.6%.  Its  remaining  small  trade  surplus 
cannot  begin  to  pay  for  the  huge  drain  in 
international  payments  caused  by  such 
"invisibles"  as  spending  by  German 
tourists  abroad  ($13.8  billion)  and  trans- 
fer payments  ($13.1  billion).  Then  there 
is  the  flight  of  private  capital  out  of  the 
mark  ($13.2  billion  for  the  first  ten 
months  of  1980). 

"The  trickle  of  German  investment 
money  abroad  has  now  become  a  flood," 
says  Lawrence  J.  Brainard,  chief  interna- 
tional economist  at  Bankers  Trust. 
"Faced  by  high  wage  costs  and  crushing 
fringe  benefits  at  home,  many  German 
companies  are  milking  profits  from  their 
domestic  operations  so  they  can  diversi- 
fy   overseas.    Companies    are  being 


squeezed  by  the  Bund 
bank's  monetary  poll 
yet  spending  by  Bonn  z 
the  state  governmei 
seems  out  of  control.  I 
spite  Chancellor  Heln 
Schmidt's  great  electi 
victory  last  October,  t 
governing  Social  Den 
crat-Free  Democrat  coi 
tion  is  in  trouble.  Mci 
while,  Bonn's  Ostpoli 
has  been  seriously  und 
mined  by  the  current  1 
lish  crisis.  German  bar 
are  among  Poland's  le; 
ing  creditors,  holding 
estimated  $4.4  billion  of  its  total  S 
billion  foreign  debt." 

In  a  widely  discussed  report  on  1 
German  mark  published  last  fall,  Morg 
Guaranty's  monthly  U7j//f/ rhutiuicil  Mt 
kets  observed  a  "weakening  of  the  inc( 
tive  to  invest  in  productive  facilities 
Germany  caused  by  higher  costs  th( 
than  in  other  countries,  [resulting]  ir 
steadily  increasing  direct  investme 
capital  outflow." 

To  help  readers  understand  these  pre 
lems,  Forbes  conducted  taped  intervic 
with  three  of  the  leading  figures  in  G( 
man  economic  life:  Economics  Minis] 
Graf  Otto  Lambsdorff;  Hermann  J.  A) 
former  chairman  of  Frankfurt's  Deutscl| 
bank  and  the  leading  German  banker 
the  postwar  era;  and  Eugen  Ldderer,  he 
of  the  2.7-million  I.G.  Metall  metalwoj 
ers  union  and  president  of  the  Gene^ 
based  International  Metalworkers  Fedj 
ation,  who  is  both  West  Germany's  mfl 
powerful  labor  leader  and  deputy  cha 
man  of  Volkswagen's  supervisory  boa] 
The  interviews  have  been  edited  intc 
kind  of  round  table  giving  their  views 
Germany's  present  crisis.  These  Germ 
leaders  are  talking  about  their  own  cou 
try.  But  in  many  ways  they  could  be  tal 
ing  about  ours.  Clearly,  the  current  eq 
nomic  crisis  is  worldwide. 
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The  30  minute  file  fiasco  vs.  the  30  second  file  find 


Rummaging  thraugh  files  to  find  tfie  information  you  need  can  cause  more  than 
ibarrassment.  It  can  cost  you  money  in  wasted  personnel  time. 

But  3M  tias  a  system  ttiat  can  spare  you  ttiose  frequent  file  fiascos.  It's  called 
icrapoint.  And  it's  an  electronic  microfilm  indexer  ttiat  can  automatically  give  you 
I  location  of  ttie  document  you  need.  In  30  seconds,  or  less. 

A  microfilm  system  from  3M  can  save  you  more  than  personnel  time.  It  can  save 
u  up  to  95%  of  the  space  you'd  use  for  paper  files.  It  lets  you  serve  your  clients 
Dre  effectively.  And  makes  internal  operations  run  more  smoothly  by  helping  you 
ntrol  your  active  daily  records. 

Micrapoint  from  3M.  Team  it  up  with  the  EF  5000  Camera  and  the  EF  6000  Page 
arch  Reader  Printer.  Or  add  it  to  your  current  16  or  105mm  microfilm  system.  Call 
l-free;  800-328-1684  (in  Minnesota,  800-792-1072)  or  return  the  coupon  for  more 
'ormation  on  our  wait-less  filing  system.  And  discover  how  you  can  end  a  fiasco. 
'  making  a  real  find. 

usiness  Products  Center 


Tell  me  more  about 
the  wait-less 
filing  system. 

Call  loll-lree  800-328-1684  In  Minnesola, 
800-792-1072  Or  mail  lo  3M  Micrographic 
Products  Diwision,  3M  Cenler.  BIdg  220-9E,  St 
Paul.  MN  55144 
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3M  Hears  You. 


3M 


Knowing  what  it's  worth 
can  be  worth  a  lot. 


MERJCAN 
PPRAISAL 


We  weren't  around  when  Mrs.  O'Leary's  cow  kicked  off 
the  Chicago  Fire.  But  we  have  helped  thousands  of 
property  owners  keep  from  getting  "burned.  The 
world's  largest  appraisal  firm  can  help  you,  too,  with 
property  valuations  and  much  more.  WB  KNOW  VALUES. 

Atlanta  •  Baltimore  •  Bangkok  •  Boise  •  Boston  •  Buftalo  •  Charlotte  •  Chicago  •  Cincinnati  •  Cleveland  •  Dallas  •  Denver  •  Detroit  •  Hong  Kong 
Honolulu  •  Houston  •  Jakarta  •  Kansas  City  •  London  •  Los  Angeles  •  Madrid  •  Manila  •  Mexico.  D  F  •  Miami  •  Milan  •  Milwaukee  •  Minneapolis 
Montreal  •  New  Orleans  •  NewVork  •  Pasadena  •  Philadelphia  •  Pittsburgh  •  Portland  •  Princeton  •  Rolling  Meadows  •  Rome  •  St  Louis 
SaltlakeCity    •    San  Francisco    •    Seattle    •    Singapore    •    Spokane    •    Stamford    •    Tampa    •    Toronto    •    Vancouver    •    Washington  D  C 


"The  difficulties  with  the  German  economy 
today  are  different  from  those  of  the 
U.S.  economy  around  1970.  Then,  the 

U.S.  had  only  to  offer  its  creditors  dollars, 
which  the  Treasury  could  print. 
No  European  country  could  do  this." 


{BKS:  Germany  has  the  world's 
2St  industrial  wages.  Germans 
travel  abroad  more  than  any 
r  people.  You  have  a  very  liter- 
lopulation  with  high  levels  of 
;in  intake  and  energy  con- 
ation and  excellent  education- 
d  cultural  establishments.  The 
omic  question  is:  Has  Ger- 
Y  arrived  at  the  stage  of  devel- 
;nt  that  the  U.S.  reached 
id  1970,  consuming  far  be- 
lts means?  Today  Germany 
big  current  account  deficit  in 
itemational  payments,  and  its 
:ncy  is  weakening,  suffering 
ame  slippage  the  U.S.  began  to 
rience  around  1970.  How 
d  you  compare  these  exper- 
ts in  the  two  countries? 
niomics  Minister  Lamhsdorff :  I 
d  say  they  are  similar  and 
)arable.  I  think  we  Germans 
onsuming  too  much  now.  We 
onsuming  too  much  because 
ave  to  pay  more  and  more  to 
DPEC  countries.  This  money 
s  the  country.  We  have  to  ac- 
that  and  take  the  conse- 
ces.  In  our  election  campaign 
a  few  months  ago  I  told  all  of 
audiences:   "Don't  ask  for 


Economics  Minister  Otto  Lcinihsckvlf 
"Dont  askjbr  more  progress." 


more 

ess.  Don't  ask  for  a  higher  standard 
ing,  more  money  or  more  purchas- 
ower.  We  will  be  doing  well  if  we 
ceep  the  status  quo,  and  it  will  be 
ult  enough  to  achieve  even  this. 

does  not  mean  that  we  have  to 
)lain.  There  is  no  poverty  in  this 
try.  What  we  need  is  a  moderation." 
ikei  Ahs  :  Germany  is  now  entering  a 
economic  cycle,  thanks  to  the  tre- 
lous  increase  in  the  cost  of  primary 
y — oil,  gas,  even  coal — that  wasn't 
ten  before  1973.  But  the  difficulties 

the  German  economy  and  the 
iche  mark  today  are  different  from 

of  the  U.S.  economy  and  the  dollar 
id  1970.  Then,  the  U.S.  had  only  to 
its  creditors  dollars,  which  the  U.S. 
;ury  could  print. 

European  country  could  do  this, 
lany  simply  must  get  along  now 

lesser  amounts  of  primary  energy, 
present  troubles  come  partly  from 
greeing  in  1978  to  reflate  our  econo- 
'ith  increased  govemment  spending 
It,  along  with  lapan,  we  could  be  the 
motive"  to  pull  weaker  western 
3mies  out  of  recession. 
BKs:  Critics  of  this  "locomotive" 


policy  here  in  Germany  say  that,  while  it 
is  true  that  these  increases  in  govern- 
ment spending  were  the  result  of  formal 
agreements  with  the  other  OECD  coun- 
tries, they  were  undertaken  with  great 
enthusiasm  by  Bonn.  The  German  gov- 
emment, at  all  levels,  increased  its  share 
of  the  national  product,  for  its  own  uses 
or  for  redistribution,  from  38%  to  nearly 
50%  in  the  1970s.  These  increases  in 
public  spending  have  bred  inflationary 
expansion  of  consumer  credit  and  con- 
sumer spending,  as  well  as  of  wages.  The 
American  and  British  disease,  in  short. 

Lamhsdorff  :  That  is  not  really  a  fair  state- 
ment. In  1979  we  increased  deficit  spend- 
ing in  response  to  our  partners'  demands 
that  we  stimulate  the  German  economy 
so  it  could  absorb  more  imports.  It  would 
be  nonsense  to  say  we  did  this  enthusiasti- 
cally. The  Germany  government  knew  in 
advance  what  was  going  to  happen  at  the 
1978  summit.  We  tried  to  find  a  means  to 
increase  deficit  spending  in  a  reasonable 
way  and  prepare  the  government  and  the 
public  for  these  decisions.  As  for  wage 
increases,  the  govemment  has  no  direct 
role,  since  unions  and  employers  fix  wages 
in  independent  negotiations.  They  are 
very  sensitive  to  govemment  interfer- 


ence. So  we  have  to  be  careful. 

There  are,  of  course,  social  ex- 
penses— health  insurance,  old  age 
pension  insurance,  fringe  bene- 
fits— which  are  mandated  by  the 
govemment.  I  would  frankly  admit 
that  we  have  done  too  much  in 
those  areas.  Each  year  there  were 
big  pay  rises,  which  resulted  in 
price  increases.  Well,  that  game  is 
now  over.  With  current  competi- 
tion from  Japan,  we  cannot  contin- 
ue to  pass  on  wage  increases  to  the 
consumer.  This  year  Opel,  the 
General  Motors  subsidiary,  has  be- 
gun to  hold  down  car  prices  while 
announcing  improvements  in  con- 
tent. So,  for  the  first  time  in  many 
years  car  prices  in  Germany  have 
come  down  in  real  terms.  Not 
much,  but  a  change  for  the  better. 
Our  automakers  have  to  fight  for 
their  market.  They  need  good  earn- 
ings to  make  big  capital  invest- 
ments and  therefore  to  be  in  a  solid 
financial  position.  Life  has  been 
too  easy  for  some  of  them. 

Abs:  The  "locomotive"  policy 
was  probably  a  mistake.  The  feder- 
al budget  deficit  is  $15  billion,  and 

  a  similar  amount  in  the  combined 

deficits  of  state  governments.  A  further 
increase  is  just  not  possible.  Just  ten 
years  ago  the  federal  deficit  was  $4  bil- 
lion, and  total  public  debt  at  that  time 
was  DM124  billion.  Now  public  debt  is 
about  DM500  billion.  That's  quadrupling 
in  ten  years. 

FoRBFS:  what's  happening  in  Germany 
today  has  been  going  on  in  Latin  Amer- 
ica for  some  time  and  in  the  U.S.  more 
recently.  Last  year  Germany  covered  a 
good  part  of  its  $15.5  billion  current  ac- 
count deficit  by  borrowing  from  Saudi 
Arabia.  Some  German  bankers  and  oth- 
ers say  this  reflects  foreign  lenders'  great 
faith  in  the  mark.  But  it  seems  the  Sau- 
dis and  other  oil  producers  merely  want 
to  diversify  their  currency  portfolios. 
They  will  stop  buying  DM  bonds  from 
the  German  govemment  as  soon  as  they 
feel  they  have  diversified  sufficiently. 
My  question  is:  How  long  will  it  be  be- 
fore the  King  of  Saudi  Arabia  says  to  the 
Germans  what  De  Gaulle  told  the 
Americans  in  the  late  1960s,  "We  don't 
want  to  hold  any  more  of  your  paper 
money.  Give  us  gold"? 

Lamhsdorff:  Not  very  long.  The  Saudis 
have  told  us  that  in  1981  they  will  con- 
tinue to  cooperate  with  us  and  keep 
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WeVe  helping  to  bulk 

a21stceiitun 
energy  arteri 

InterNor 
will  be  rea< 

Toward  the  end  of  this  century,  We  have  3V2  trillion  cubic  feel 

traditional  sources  of  natural  gas  will  natural  gas  reserves  under  contr; 
be  gradually  declining  and  America  on  the  North  Slope  of  AlasI 

must  look  to  new  sources  of  energy.       We're  getting  ready  now  to  mov( 


to  markets  in  the  Lower  < 

Taking  the  le< 

An  InterNorth  subsidiary  is  the  mj 
aging  partner  in  a  group 
companies  which  will  build  a  $1 
billion  pipeline  stretching  1,131  mil 
from  the  Montana-Saskatchew 
border  to  a  point  near  Chica< 
Called  the  Northern  Border  Pif 
line,  it's  an  early  phase  of  the  Alas 
Natural  Gas  Transportation  Syste 


Western  Leg 


We  won't  wait 

The  Alaskan  and  Canadian  portions 
of  the  mammoth  artery  to  the 
North  Slope  are  expected  to  be 
completed  about  1986. 
But  the  Northern  Border  Pipeline  will 
be  bringing  vital  energy  supplies 
to  Midwestern  markets  well  before 
then.  A  segment  of  Northern  Border 
is  being  built  to  transport  up 
to  a  billion  cubic  feet  of  Canadian 
natural  gas  per  day  until  Alaskan 
gas  begins  to  flow. 


For  a  new  century 

Energy  needs  of  the  future  are  Inter- 
North's  opportunities  of  today 
That's  why  we're  helping  to  build  the 
Northern  Border  Pipeline  for 
the  21st  century. 

That's  why  we're  constantly  adding 
to  our  reserves  and  storage 
capacity,  aggressively  exploring 
for  new  stores  of  energy  building  our 
capability  to  process  liquid  fuels 
from  natural  gas,  adding  to  the 
volume  and  variety  of  our  petrochem- 
ical production,  and  getting  ready  to 
participate  fully  in  the  rebirth 
of  coal  as  a  primary  energy  source. 
Over  50  years,  forward-looking 
strategies  have  built  our  energy- 
based  businesses  to  the  position  we 
enjoy  today:  a  balanced  and 
diversified  earnings  structure  of 
secure  profitability  and  expanding 
opportunities  for  growth  - 

The  right  mix 
at  the 
right  time 

For  further  information  cail: 

Roy  A.  Meierhenry, 

Vice  President 

and  Treasurer,  402-633-4937. 


Northern  Natural  Gas  Company  ■  Peoples  Natural  Gas  • 
Nortex  Gas  &  Oil  Company  ■  Northern  Coal  Company 


Northern  Liquid  Fuels  Company  ■  Northern  Petrochemical  Company 
International  Headquarters:  Omaha,  Nebraska  68102 


Why  St.  Regis  submerged  a  bag  of  potato  chips 
in  25  ft.  of  sea  water  for  four  hours. 


It  happened  200  yards  off  the  coast  of 
Bimini.  In  a  two-man  submarine,  we 
took  an  oversized  bag  of  potato  chips 
25  feet  below  the 
Atlantic  Ocean.  And 
then  left  the  bag  there 
for  four  hours. 

Why  did  we  sink 
our  bag  into  a  world 
usually  populated  only 
by  sand  sharks,  barra- 
cuda, brain  coral  and 
every  imaginable  color  of  tropical  fish? 
We  did  it  to  prove  something  about 
St.  Regis'  technological  leadership  in 
making  plastic  film. 

Of  course,  a  bag  of  potato  chips 
almost  never  has  to  withstand  the  ton 
of  pressure  and  onslaught  of  moisture 
this  one  was  subjected  to.  Our  bag  is 
designed  to  keep  out  moisture  vapor 
and  gases,  like  oxygen,  as  well  as  keep 


oils  in.  It  has  to  do  all  this  to  ensure 
freshness  and  preserve  shelf  life. 
This  St.  Regis  potato  chip  bag 
does  this  so  well 
because  it's  made  of 
our  Co-Ex  film— three 
layers  extruded  simul- 
taneously. Each  layer 
imparts  a  different 
property  to  the  film,  not 
only  for  keeping  things 
out,  but  to  help  keep 
freshness  and  flavor  in. 

What  happened  when  the  four 
hours  were  up?  We  opened  the  bag  and 
ate  some  chips,  right  down  to  the  last 
crisp,  flavort'ul  crumb. 

Co-Ex  film  is  just  one  example  of 
why  St.  Regis  is  a  leader  in  packaging 
technology. 

All  this  reflects  the  marketing 
stance  of  St.  Regis  toward  all  our 


packaging,  paper,  lumber  and  con- 
struction products.  To  use  the  full 
weight  of  our  technology  in  serving 
our  markets  and  in  renewing  the  foresi 
resource  our  products  come  from .  j 

St.  Regis  — serving  Man  and  Nature 
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"We  have  to  work  to  bring  down  the 
current  account  deficit.  We  nave  high  gold 
and  monetary  reserves.  But 
we  know  that  these  reserves  can  melt 
away  like  snow  in  the  sun.  That's 
our  number  one  problem." 


5  our  bonds.  Meanwhile,  we  have 
rk  hard  to  bring  down  the  current 
It  deficit.  We  have  high  gold  re- 
,  and  high  monetary  reserves.  But 
low  that  these  reserves  can  melt 
like  snow  in  the  sun.  Nobody 
1  fool  himself.  We  have  to  work 
t  this.  That's  our  number  one  prob- 
id  our  number  one  challenge. 
At  this  rate,  we  cannot  contmue 
;temal  borrowing  for  long.  We  must 
e  must  maintain  a  stable  currency, 
one  day,  the  Federal  Reserve  in 
ngton  may  be  able  to  control  the 
loney  supply  and  also  lower  interest 
After  the  P.eagan  Admmistration 
workmg  closely  with  the  indepen- 
ed  to  solve  the  U.S.  economic  prob- 
interest  rates  may  go  down  long 
h  to  allow  Germany  to  pursue  its 
nonetary  policy  for  its  domestic 
ies.  Lower  U.S.  interest  rates  will 
:heaper  credits  available  for  invest- 
n  German  industry.  This  will  hap- 
it  I  don't  know  when. 
es:In  the  meantime,  is  the  present 
ion  good  for  Germany,  in  order  to 
mports — especially  oil? 
I  believe  a  recession  would  be  very 


good  morally.  Everybody  would  pursue 
more  modest  levels  of  consumption.  If 
Germany  transfers  another  DM60  billion 
to  the  oil-producing  countries,  we  will 
have  to  reduce  our  standard  of  living  by 
precisely  that  amount.  We  cannot,  how- 
ever, compensate  for  this  loss  by  increas- 
ing wages.  Handing  wealth  over  to  OPEC 
to  pay  for  oil  depletes  our  wealth.  Trying 
to  compensate  for  this  loss  by  increasing 
incomes  means  devaluation  of  the  cur- 
rency. We  are  constantly  trying  hard  to 
avoid  this.  That's  where  Mr.  Loderer 
comes  in.  If  he  is  for  a  free  economy,  he 
should  present  moderate  wage  claims. 
He  has  a  big  trade  union  organization 
behind  him  and  he  is  an  excellent  boss  of 
the  metalworkers.  But  the  losses  in  our 
steel  industry  cannot  continue  for  long. 
How  will  steel  companies  continue  to 
operate  if  credits  to  finance  losses  aren't 
available?  The  steel  industry  would  have 
to  be  nationalized  or,  at  least,  heavily 
subsidized,  as  in  Belgium,  France,  Italy 
and  England. 

I  I  lion  chief  Loderer:  We  have  top  wage 
levels  compared  to  other  countries.  Natu- 
rally, as  trade  unionists,  we  are  proud  of 
this.  German  employers  argue  that  all  the 


unrest  and  problems  come  from  the  rela- 
tively high  wages.  They  act  as  if  wage 
costs  were  the  only  costs.  But  German 
products  are  still  bought  worldwide,  and 
in  considerable  volume.  Our  exports  have 
increased,  not  decreased,  even  though  sal- 
aries have  increased  costs.  In  spite  of  that, 
German  products  sell  because  of  their 
quality  and  punctual  delivery. 

FoRHFs:  German  industrial  labor  costs, 
including  fringe  benefits,  are  the  world's 
highest,  about  twice  those  in  lapan.  Con- 
sumption is  correspondingly  high.  Ger- 
man tourism  alone  accounted  for  seven- 
eighths  of  the  1980  current  account  defi- 
cit. Should  such  mass  consumption  be 
curbed? 

Loderer  :  We  Germans,  of  course,  spend 
a  lot  of  money  abroad.  We  are  not  push- 
ing people  to  travel,  but  we're  not  going 
to  say,  "Don't  go  any  more."  That  cer- 
tainly wouldn't  go  down  well  with  other 
European  countries.  What  would  Spain 
and  Italy  say,  for  example,  if  German 
tourists  stopped  going  there?  Would  they 
then  buy  German  goods? 

FoKiiRs:  Many  U.S.  and  German  gov- 
ernment officials,  labor  leaders  and  auto 
industry  executives  have  made  urgent 


■  I Icnniiini  I  .\h\ 

ession  would  be  very  good  morally. 
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"Germany  cant  be  a  dumping  ground." 
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"Japanese  are  no  more  efficient  than 
Americans  or  Germans,  but  they 
work  longer  hours.  They  have  a  system  of 
self -perpetuating  clans 
of  lifelong  workers.  This  discriminates 
wifliin  the  working  class." 


trips  to  Japan  recently.  The  Japanese 
share  of  the  shrinking  German  market 
nearly  doubled,  to  10.4%,  last  year  with  a 
40%  increase  in  Japanese  cars  sold. 
Count  Lambsdorff,  you  returned  from  a 
widely  publicized  visit  to  Japan  last  sum- 
mer and  announced  that  Japanese  offi- 
cials had  agreed  to  "prudent  self-limita- 
tion" in  exporting  cars  to  Germany.  Did 
the  Japanese  live  up  to  their  promise? 

Lcimbsdorff:  No.  I  don't  think  so.  My 
personal  position — and  my  govern- 
ment's— is  clearly  against  protectionism. 
But  there  is  growing  pressure  in  Europe 
to  do  something  about  Japanese  imports. 

FoRim:  Bill  Brock,  the  new  U.S.  trade 
representative,  has  warned  the  Europe- 
ans not  to  impose  restrictions  on  Japan 
because  this  would  merely  divert  more 
Japanese  exports  to  the  U.S.  How  do  you 
feel  about  this? 

Lcimbsdorff:  It's  the  old  story.  There's  a 
triangle  between  the  U.S.,  Japan  and  Eu- 
rope. We  have  seen  the  Japanese  concen- 
trate for  decades  on  the  U.S.  market.  We 
have  been  happy  to  sit  on  the  fence  and 
look  on.  Now,  the  scene  has  shifted  a  bit. 
The  Japanese  are  still  concentrating  on 
the  U.S.  market,  but  part  of  their 
strength  and  activity  is  directed  now 
toward  Europe.  If  we  decided  to  restrict 
Japanese  imports  we  would  motivate  Ja- 
pan to  concentrate  even  more  on  the 
U.S.  market.  The  same  thing  would  hap- 
pen if  the  Americans  used  protectionist 
methods,  the  Japanese  would  put  pres- 
sure on  the  European  market.  So  what- 
ever we  do,  we  have  to  act  in  concert 
with  the  U.S.  and  Japanese  governments. 
I  understand  what  Mr.  Brock  is  saying, 
especially  in  view  of  the  wise  and  coura- 
geous decision  by  the  U.S.  International 
Trade  Commission  not  to  take  protec- 
tionist measures  against  Japanese  car  im- 
ports. Mr.  Brock  is  warning  the  Europe- 
ans not  to  take  unilateral  measures 
against  the  Japanese  without  considering 
possible  reactions  and  consequences  that 
could  be  inflicted  upon  the  Americans. 

Forbes:  Herr  Ldderer,  you  were  in  Ja- 
pan in  November  with  a  top-level  group 
of  European  auto  industry  leaders.  What 
were  your  impressions? 

Ldderer:  Twenty  years  ago,  Germans 
said  the  Japanese  examine  everything  and 
then  copy.  Since  then,  it  is  clear  that  the 
Japanese  indeed  have  copied,  but  also 
have  improved  products.  In  many  areas 
they  have  not  only  broken  into  the  mar- 
ket but  also  conquered  it:  watches,  lenses 
and  cameras,  shipbuilding,  steel,  ma- 


Vanishing  acts 


West  German  exporters  held  their 
share  of  world  markets  but,  as  the 
chart  shows,  imports  are  rising  faster. 
This  has  weakened  the  trade  surplus 
Germany  must  have  to  pay  for  the  oil 
on  which  its  economy  depends. 


Industrial  trade  (exports  as  percent  of  imports) 
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chine  tools  and  now  the  automotive  in- 
dustry. Like  the  Japanese,  our  union,  I.G. 
Metall,  has  tried  to  remain  competitive 
and  guard  against  losses  of  jobs  and  in- 
come. We  all  must  guard  against  adopting 
Japan's  sociopolitical  structures  as  our 
own.  They  are  unequivocally  behind  the 
times.  They  operate  at  the  expense  of  the 
worker,  which  naturally  creates  an  ad- 
vantage for  industry.  This  is  possible  in  a 
backward  social  system  such  as  Japan's. 

Forbes:  Aren't  these  cultural  differ- 
ences the  essence  of  free  competition? 

Ldderer:  Japanese  are  no  more  efficient 
than  Americans  or  Germans,  but  they 
work  longer  hours.  They  have  a  system 
of  self-perpetuating  clans  of  lifelong 
workers.  In  our  terms  this  is  a  form  of 
discrimination  within  the  working  class 
in  favor  of  one  part  of  the  work  force.  We 


told  the  Japanese  that  Germany  can 
a  dumping  ground  for  products  that  ]i 
can't  get  rid  of,  say,  in  England,  Franc 
Italy,  all  of  which  strictly  limit  imp 
of  Japanese  cars.  Our  group  met  with 
Japanese  foreign  trade  minister, 
agreed  that  Japanese  car  exp 
shouldn't  be  "like  an  invasion," 
they  made  organizational  mistake: 
promoting  automobile  exports  to  « 
many  in  1980.  They  said  they  wante 
correct  these  mistakes  themselves. 

Forbes:  Recently  Forbes  intervie 
Professor  William  Abemathy  of  the  I 
vard  Business  School,  an  expert  on  a 
motive  technology  {f-'oRBEs,  Feb  2).  A 
nathy  argues  that  there  is  virtuall> 
way  for  the  American  auto  industr 
compete  with  Japanese  imports, 
price  gap  is  much  too  wide.  He  says 
U.S.  industry  needs  considerable  ti 
perhaps  five  years,  to  recover  its  c 
petitive  position.  For  this  reason 
urges  some  form  of  protection,  prefer; 
quotas.  Do  you  think  German  indust: 
in  a  different  position? 

Lcimbsdorff':  Yes.  I  think  it  is.  Our  i 
industry  has  developed  smaller,  n 
economical  cars.  It  has  never  prodt 
the  kinds  of  gas  guzzlers  still  produce 
America.  But  let  me  ask  one  quest 
Who  is  going  to  pay  for  this  five-; 
period?  Who  must  take  the  coi 
quences  for  five  years  of  sleeping  by 
American  automobile  industry? 
buyers  of  American  automobiles?  I  dJ 
think  this  is  the  correct  answer  in 
economy  that  has  to  serve  the  consun 

The  British  had  quotas  for  many  ye 
It  did  not  help.  It's  not  a  question  of  c 
tas.  Quotas  or  other  protectionist  n 
sures  encourage  people  to  become  e 
more  apathetic.  Such  measures  take  ai 
necessary  competitive  pressure. 

Forbes:  What  would  happen  in  C 
many  if  the  market  share  of  Volkswaj 
the  country's  major  producer  of  c 
dropped  from  today's  30%  to  27% 
25%  as  a  result  of  Japanese  imports? 

Lambsdorff:  It  would  put  the  gov< 
ment  in  an  impossible  political  posil 
if  I  said  we  would  react.  The  Gem 
auto  industry  is  accepting  the  challe 
of  Japanese  imports  and  is  reacting 
propriately.  This  means:  lower  car  pr: 
to  attract  customers,  capital  spend: 
innovation  and  technical  progress.  ! 
not  government  assistance. 

Ldderer  We're  not  expecting  sucl 
heavy  loss  of  VW's  market  share. 
Germans  are  excellent  automobile  rr 
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Insurance  con^anies  insure  people 

against  accidents. 
The  Travelers  established  the  first 
department  designed  to  prevent  them. 


I902:The  Travelers  creates  the  first  Safety  and  Loss  Prevention  Department. 


Long  before  it  was  coninionphice  for  insurance 
companies  to  lessen  the  risk  of  employee  safety 
and  health  hazards,  The  Travelers  Safety  and  Loss 
Prevention  Department  was  doing  it. 

Today,  it's  one  of  the  largest  departments  of 
its  kind,  with  engineers  and  specialists  in  88  field 
offices  across  the  country.  For  more  information 
about  our  full -service  capabilities  or  our  selected 
services,  just  look  up  the  name  of  an  independent 


Travelers  agent  or  broker  in  the  Yellow  Pages. 

Considering  where  we've  been  and  where 
we're  going,  why  would  you  call  anyone  else? 


THE  TRAVELERS 

The  Travelers  Cxirporatioii  .iiul  its  AHiliated  C'oiiipamcs,  Harttord,  C^T  06115 


How  an  industrial  product 
from  Colt  Industries 
helps  give  this  earthmoving  giant 
its  small-car  mobility. 


"Exports  are  our  lifeblood.  We  have  to 
defend  our  market  positions. 
The  German  government  must  help,  not  by 
giving  export  subsidies,  but  by  offering 
the  necessary  framework  for  our 
companies  and  unions." 


along  with  the  Americans  and  the 
nese.  In  technology,  of  course,  we 
t  show  that  we  can  stay  at  the  top. 
s;  If  VW  lost  such  a  large  part  of  its 
ket  share,  it  probably  couldn't  be  com- 
;ated  by  increased  exports  elsewhere, 
losses  would  shrink  production.  This 
Id  be  serious  because  one  out  of  every 
jobs  in  Germany  depends,  directly  or 
rectly,  on  the  auto  industry. 
HBEs:  Are  you  saying  that  Germany 
Id  accept  this  loss  of  jobs  not  only  in 
auto  industry  but  also  in  related  in- 
ries  because  Germany  feels  free 
i  is  necessary? 

s:  That's  right.  Bonn  has  officially 
.en  this  policy,  and  it  is  supported  by 
A'ell-meaning  industrialists  in  this 
itry.  It  is.  Thank  God  it  is. 
KBEs:  Both  Americans  and  Germans 
1  to  be  responding  to  the  emergence 
igh-quality,  low-priced  Japanese  ex- 
5  the  way  the  British  responded  to 
nan  machinery  exports  a  century 
During  the  half-century  before  World 
I,  the  British  didn't  meet  the  new 
nan  competition  successfully.  Do 
think  Germany  and  the  U.S.  have  a 
;r  chance  of  developing  an  adecjuate 
3nse  to  the  Japanese  challenge? 
nhsdorff:  I  think  we  have,  but  it  will 
fficult.  We  must  change  some  of  our 
udes  and  expectations,  adjust  to  the 
litions  and  standards  set  by  the  Japa- 
.  Exports  are  our  country's  lifeblood. 
lis  we  are  similar  to  Japan,  not  the 
We  have  to  defend  our  market  posi- 
5.  The  German  government  must 
,  not  by  giving  export  subsidies  or 
^s  like  that,  but  by  offering  the  nec- 
ry  framework  for  our  companies  and 
ns  so  they  can  meet  that  challenge, 
e  are  healthy  signs  that  German  en- 
eneurs  are  reacting  strongly  to  the 
lese  challenge.  As  we  move  into  a 
;sion,  we  will  have  a  year  without 
'th.  Capital  investment  is  still  high 
is  growing.  Our  people  know  they 

to  respond.  Government  can  do 
things.  First,  try  to  offer  a  stable, 
tion-free  financial  environment.  We 
ave  an  inflation  rate  that  I  think  is 
ligh,  but  compared  with  our  neigh- 

with  the  U.S.  and  the  Japanese,  we 
>till  doing  quite  well.  And  second, 
rnment  must  avoid  taking  any  step 
puts  additional  financial  burdens  on 
business  community,  be  it  social 
i  or  taxes.  We  cannot  afford  to  make 
uction  more  expensive. 
RiiKs:  Amen!  Neither  can  we.  ■ 


Are  German  products  now  a  bargain? 


Since  its  high  point  in  October  1979, 
the  German  mark  has  slipped  24% 
with  respect  to  the  dollar,  but  you 
would  never  know  it  from  the  prices 
of  top-of-the-line  German  goods  sold 
here.  German  importers,  for  the  most 
part,  are  holding  the  line,  and  many 
are  even  increasing  their  prices. 

Profiteering  by  importers?  It's  more 
complicated  than  that.  For  one  thing, 
rising  German  labor  costs  (see  stuty) 
are  more  than  canceling  the  cheaper 
mark.  Hoffritz,  which  carries  fine 
German  cutlery  under  its  own  and  the 
Henckel  name,  blames  rising  labor 
costs  for  destroying  some  of  the  price 
advantage.  Leonard  Kreusch,  Inc.,  the 
U.S.'  top  independent  importer  of 
German  wines,  attributes  its  S2-a- 
bottle  increase  on  Moselle  to  an  unusu- 
ally small  1980  harvest.  Moreover,  im- 
porters often  accept  slimmer  profits  to 
hold  market  share  when  a  currency  is 
strong;  conversely,  they  try  to  recoup 
when  the  currency  turns  weak.  BMW 
of  North  America's  Thomas  McGurn 
says  that  while  the  mark  was  strong 


BMW's  sales  margin  "wasn't  as  good 
as  we  would  hope."  Keeping  prices  up 
while  the  mark  is  weak  gives  BMW 
money  it  can  plow  into  advertising. 
Karl  Kleinen  of  E.  Leitz,  Inc.,  import- 
ers and  distributors  of  Leica  camera 
equipment,  argues  that  )ioi  slashing 
prices  now  will  protect  consumers 
against  exorbitant  price  increases 
once  the  mark  regains  its  strength. 
"Besides,"  he  adds,  "think  how  much 
more  expensive  our  cameras  would  be 
if  it  weren't  for  the  currency  differ- 
ence." Leica's  top-of-the-line  R-4 — 
the  body  alone — lists  for  $1,695. 

Not  all  importers  agree,  it  seems. 
Kaiser,  maker  of  expensive  porcelain 
figurines,  has  announced  it  will  not 
increase  prices  at  all  this  year — the 
equivalent  (with  inflation)  of  a  15% 
price  cut.  Harry  Caraco,  manager  of 
Cardel,  Ltd.,  a  New  York  store  that 
sells  Kaiser,  figures  the  manufactur- 
er simply  can  afford  it:  "They 
priced  high  when  the  rates  were 
with  them,  so  they  can  price  low 
now." — Anne  Bagamery 


BMW's  32Ui  and 
Leica's  new  R-4 
camera 

Despite  the  marh's 
weakness — 24  % 
decline  versus  the 
dollar  in  17 
months— prices  of 
top-of-the-line 
imports  have  gone 
higher. 
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Rockwell  International 

is  the  builder  of 
America's  Space  Shuttle. 


NASA's  Space  Shuttle  is  America's  most 
important  manned  step  into  space  since  our  last 
Apollo  mission  five  years  ago. 

Rockwell  International  is  the  prime 
contractor  for  the  Shuttle  and  its  main  engines 
and  assists  NASA  in  the  integration  of  the  Space 
Transportation  System.  The  Shuttle  is  designed 
to  carry  more  than  30  tons  of  useful  payload  into 
earth  orbit  and  is  capable  of  making  at  least  one 
hundred  missions  into  space  and  back. 

The  development  of  the  Space  Shuttle 
reflects  a  Rockwell  International  strength: 
the  capability  to  bring  together  many  diverse 
technological  and  scientific  disciplines  to  solve 
complex  problems. 


This  strength  is  reflected  in  all  four  of 
our  core  businesses:  aerospace,  electronics, 
automotive  and  general  industries.  Businesses 
with  total  sales  of  $6.9  billion  in  fiscal  1980. 

Rockwell  International  has  a 
heritage  of  working  at  the  leading  edge 
of  technology.  And  today,  that 
heritage  is  being  carried  forward 
by  108,000  dedicated  Rockwell 
employees,  including  16,000 
engineers  and  scientists  who 
develop,  apply  and  innovatively 
manage  technology  to  meet 
many  of  the  world's 
unprecedented  challenges. 


Aerospace. 

(Sales,  fiscal  1980:  $2.0  billion) 

Our  record  for  developing  and  managing 
aerospace  teciinology  is  unmatched. 
In  addition  to  the  Space  Shuttle, 
Rockwell  International  is  working  on  the 
B-1  bomber  and  its  multi-role  bomber 
derivative,  the  fourth  stage  of  the 
MX  missile,  the  Navstar  satellites  for 
the  Global  Positioning  System,  and  a 
revolutionary  forward-swept-wing  con- 
cept for  an  Air  Force  fighter.  In  our 
commercial  aircraft  business,  we 
will  build  two  large  fuselage  sections 
for  the  new  Boeing  757  jetliners. 


Electronics. 

(Sales,  fiscal  1980:  $1.7  billion) 

In  defense  electronics,  Rockwell 
International  is  a  leader  in  electronic 
and  electromechanical  products  and 
systems  for  integrated  command, 
control,  communications  and  intelli- 
gence equipment,  and  has  a 
major  role  in  strategic  programs  of 
the  highest  national  priority.  In  the 
commercial  electronics  area,  Rockwell 
is  a  worldwide  manufacturer  of  avion- 
ics, microwave  transmission  systems, 
data  and  voice  switching  equipment 
and  microelectronic  devices. 


Automotive. 

(Sales.  fiscall980:  $17  billion)  ' 

A  prime  example  of  Rockwell  ! 
International's  automotive  technologyj 
is  our  SQHP^*  tandem  truck  axle.  It'sj 
designed  to  go  a  half-million  miles 
without  a  major  overhaul,  up  to  a  milln 
miles  in  line-haul  service  —  and  it's 
more  than  100  lbs.  lighter  than  com-  ' 
petition  in  its  class.  Out  of  one  of  the 
country's  largest  independent  automo- 
tive research  facilities,  we  develop  i 
many  such  product  improvements  for] 
on-highway  and  off-highway  vehicles  j 
and  passenger  cars.  | 


At  full  power,  the  three 
Rockwell-built  main  engines  of  the 
Shuttle  orhiter  produce  as  much 
power  as  23  Hoover  Dams. 


eneral  Industries. 

lies,  fiscal  1980:  $1.4  billion) 

r  innovative  general  industries 
:hnologies  helped  us  develop  the  first 
S.-made-and-installed  large-diameter 
I  valve  for  oil  and  gas  pipelines, 
ckwell  International  is  also  working 
meet  the  world's  growing  need  for 
ernative  energy  sources,  including 
clear,  solar,  and  coal  gasification 
d  liquefaction.  Our  Goss  presses 
nt  two  out  of  three  U.S.  daily  news- 
pers,  and  our  Rimoldi  subsidiary  is 
3  of  the  world's  leading  suppliers 
mdustrial  sewing  machines. 


If  you'd  like  to  know  more  about 
Rockwell  International,  write  for  our 
recently  published  1980  annual  report. 
Rockwell  International,  Dept.  815R-16, 
600  Grant  Street,  Pittsburgh,  PA  15219. 
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Rockwell 
International 


...where  science  gets  down  to  business 

Automotive  Aerospace 
Electronics  /General  Industries 


"fve  been  in  the  wrong  place  at  the  wrong 
time  before, "  says  Ideal  Basic  Industries  Presi- 
dent John  Love.  Here  we  go  again? 


Love's  leap? 


By  Maurice  Barnfather 

OF  ALL  THE  CEMENT  COMPANIES 
whose  fortunes  ride  on  the  MX 
missile,  none  would  seem  to  have 
more  at  stake  than  Denver's  $459  mil- 
lion (sales)  Ideal  Basic  Industries.  With 
two  cement  plants  in  Colorado,  still  oth- 
ers in  Utah  and  Texas,  and  the  tmly 
cement  plant  in  New  Mexico,  Ideal 
would  appear  superbly  situated  if  the  pro- 
posed 6  million  tons  of  concrete  for  the 
MX'  miles  of  roadway  and  4,600  silos 
ever  gets  poured.  Not  surprisingly.  Ideal's 
capital  spending  has  soared  from  $37 
million  in  1977  to  $220  million  in  1979, 
and  another  $2.S6  million  last  year. 

But  what  if  the  MX  missile  is  based  at 
sea — a  far  cheaper  possibility — or  not 
built  at  all? 

"I've  been  in  the  wrong  place  at  the 
wrong  time  before,"  replies  Ideal  Chair- 
man and  President  John  Love  with  a 
grin.  Of  that  there  can  be  no  doubt.  After 
V/i  terms  as  Governi)r  of  Colorado,  Love 
ciuit  in  1973  to  become  a  presidential 
assistant  during  the  dark  end  of  the  Nix- 
on Administration.  He  left  Washington 
after  only  six  months  to  become  a  senior 
vice  president  at  Ideal,  and  the  company 
proceeded  to  experience  its  first  earnings 
setback  since  1969.  Will  it  happen  again? 
Has  iohn  Love  bet  the  company  on  a 
program  that  may  never  get  built  in  the 
desert? 

Certainly  not.  To  start  with,  most  of 
Ideal's  capital  spending  is  pouring  into 
the  $267  million  Theodore  facility  on  the 
coast  of  Alabama.  It's  built  right  on  a 
deep-water  channel.  "That  way  we  can 
not  only  supply  Florida,  but  ship  to  the 
whole  of  the  Gulf  Coast,"  says  Love. 
"We've  got  three  terminals  on  the  water 
in  Louisiana  so  we  can  reach  Houston  by 
water,  and  two  of  our  terminals  are  on 
the  coast  of  Florida." 

That's  important.  Shipping  cement  by 
water  is  50%  cheaper  than  hauling  it 
across  land.  The  question  is  whether  it's 
cheap  enough  to  offset  the  cost  of  the 


Idcdis  h )lvi  lot  c 


"I've  no  worries." 

Theodore  phmt,  which  is  easily  the  most 
expensive  cement  plant  ever  built  in  the 
U.S.  Admittedly,  once  it  et)mes  on 
stream  by  this  fall,  its  1.5  million-ton 
capacity  will  do  the  job  of  two  older 
plants  at  Mobile  and  Baton  Rouge.  Trou- 
ble is,  Theodore  represents  a  net  addition 
of  500,000  tons  of  capacity  to  the  region. 
If  that  stands  idle  Thet)dore  is  in  deep 
trouble. 

"I've  no  worries,"  says  Love.  "We 
made  a  careful  study  of  that  area  and 
there'll  be  a  shortage  of  cement  around 
there  for  a  good  many  years." 

Merrill  Lynch  building-materials  ana- 
lyst Jonathan  Goldfarb  agrees:  "We  ex- 
pect demand-growth  in  the  southeastern 
U.S.  during  the  Eighties  to  continue  at  a 
pace  well  above  the  national  average." 

And  the  national  average  will  be  pretty 
high,  Love  predicts:  "We  think  the  ce- 
ment market  is  going  to  expand  dramati- 
cally in  1982  with  shortages  in  some 
areas.  So  much  of  the  U.S.  infrastructure 
needs  replacing,  repairing  and  expand- 
ing. There's  an  unbelievable  number  of 
bridges  that  need  to  be  built."  Even 
though  the  federal  interstate  highway 


program  is  now  complete,  there's  a  i 
lor   repair   and   maintenance  progr 
right  behind  it,  says  Love.  And  eonci 
is  currently  $13.47  a  square  yard,  is. 
phalt's  $13.90. 

If  U.S.  cement  consumption  rises 
only  4.9%  a  year — as  the  Portland  ( 
ment  Association  has  optimisticc 
forecast — Ideal  must  sharply  increase 
market  share  to  justify  a  257o  expans 
in  capacity.  Love  says  he'll  get  that 
creased  market  share  at  the  expense 
tht)se  smaller  cement  companies  dy 
from  lack  of  capital  for  modernization 
fact,  a  quarter  of  the  cement-indus 
capacity  is  over  25  years  old.  Ideal,  on 
other  hand,  "will  replace  a  plant  ev 
3'/2  to  4  years,"  predicts  Love.  Whi 
more,  all  Ideal  plants,  except  soon-to- 
phased-out  Mobile,  now  run  on  c( 
which  IS  757o  cheaper  than  oil.  T 
switchover  to  coal  has  been  made 
barely  3  years. 

The  market  share  surrendered  by  i 
ing  small  cementmakers  won't,  how 
er,  fall  into  the  laps  of  Ideal  or  of  ind) 
try-leader  Lone  Star  with  complete  ci 
"Some  new  and  better-financed  com) 
nies  have  been  coming  into  the  bu 
ness,"  says  Love.  Heidelberger  Zem( 
of  Germany,  for  example,  bought  Leh 
Portland  Cement  in  1978. 

Ft)rtunately  that's  the  limit  of  fore: 
competition  faced  by  Ideal.  Why?  '. 
cause  80"%)  of  all  cement  sold  isdelive: 
some  200  miles  from  where  it's  ma 
True,  cement  can  travel  long  distan^ 
by  sea.  But  there  aren't  too  many  de| 
water  ports  in  the  Rocky  Mountains,  i: 

Love  is  spending  another  $100  millj 
on  a  new  potash  mine  in  New  BruJ 
wick,  Canada.  Presently,  Ideal  gets  q 
its  profits  from  this  key  ingredient 
fertilizer,  and  Love  hopes  that  level! 
profitability  will  continue  for  a  whi 
"Right  now  potash  looks  fine,"  he  sai 
"We  don't  see  any  imbalance  in  supj 
and  demand  for  several  years."  [ 

But  that  still  leaves  a  $70  million 
pansion  of  the  Boettcher,  Colo,  plal 
Can  that  possibly  be  economic  withti 
the  MX  program?  "See  all  those  crani 
those  buildings  rising  up?  That  ma 
ct)nerete,"  remarks  Love,  admiring  I 
Denver  skylme.  Is  Denver  really  growi 
as  fast  as  it  seems?  Merrill  Lyneh's  Go 
farb':  "The  moimtain  states  are  probal 
the  most  attractive  cement  market.  E" 
nomic  growth  there  is  more  rapid  a 
less  cyclical  than  for  the  whi)le  U.S." 

Says  Lc)ve  with  a  smile:  "You've  he. 
of  Silicon  Valley?  Well  now,  just  to  t 
south  IS  Colorado  Springs,  Silicon  Peal 

Ideal's  earnings,  which  fell  from  $6( 
million  to  $52.8  million  last  year,  w 
stay  down  this  year  and  next.  But 
1983  they  could  double,  even  without  t 
MX  program.  Love  has  placed  his  be 
His  hand  is  on  the  table.  He's  not  )oki 
when  he  says,  "The  next  few  years  are 
niaior  importance  to  us."  ■ 
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You  believe  a  car  should  please  the  eye  without  offending 
the  bank  account. 

You  persist  in  thinking  that  a  car  that  looks  like  a  million  dollars 
needn't  be  priced  accordingly. 
That's  why  Monte  Carlo  is  your  car. 

For  1981  it  brings  you  fresh  new  styling,  superb  engineering  and  a 
realistic  Chevy  price. 

Included  are  an  on-board  Computer  Command  Control  system, 
over  20  separate  anti-corrosion  treatments,  elegantly  appointed 
interior,  power  steering,  power  brakes  and  automatic 
transmission.  A  responsive  V6  or  optional  turbocharged  V6  offers 
these  EPA  estimates.* 

HIGHWAY  EST,    EPA  EST.  MPG 

Standard 3. 8  Liter  V6  26  09] 

Optional  3.8  Liter  Turbo  V6  27  [19] 

The  1 981  Monte  Carlo.  As  pleasing  to  the  eye  as  it  is  to  the  bank 
account.  Buy  or  lease  it  from  your  Chevrolet  dealer. 

*Use  estimated  MPG  for  comparisons.  Your  mileage  may  differ 
depending  on  speed,  distance,  weather.  Actual  highway  mileage  lower. 
Estimates  differ  in  Calif.  Chevrolets  are  equipped  with  GM-built  engines 
produced  by  various  divisions.  See  your  dealer  for  details. 


1981  Monte  Carlo. 

A  matter  of  personal  pride. 


ONE  OF  THE  LARGEST  BANKS 
IN  THE  WORLD  IS  X\KING  A  NEW 
PATH  TO  INTERCEPT  THE  FUTURE 


WHEN  A  BANK  IS  A  TOTAL  TRU 
IT  CAN  GIVE  CUSTOMERS 
WHAT  THEY  NEED. 

NOT  WHAT  IT  HAPPENS  TO  H 


What  do  you  really  need  in  the  area  of 
employee  benefit  services?  The  develop- 
ment and  administration  of  a  retirement 
program?  The  creation  of  a  savings  plan? 
Active  or  passive  investment  management? 
Consulting  on  asset  and  liability  planning? 

No  matter  what  you  need,  the  Fiduciary 
business  of  Bankers  Trust  can  provide  it. 
We  are  not  just  the  nations  largest  adminis- 
trator of  employee  benefit  plans.  We  are 
one  bank  that  offers  the  complete  range  of 
employee  benefit  services  (and  with  $39 
billion  in  employee  benefit  assets,  were  the 
only  bank  that  has  an  impt)rtant  market 
share  of  each).  That's  what  makes  us  a 
total  trustee. 

Our  assets  are  a  big  asset. 

We  are  committed  to  maintain  our  total 
trustee  approach.  In  this  regard,  our  size 
makes  it  possible  to  invest  in  systems  that 
provide  state-of-the-art  servicing  of  cus- 
tomer plans. 

But  we  have  something  that's  more 
important  to  our  customers  than  new  equip- 
ment: New  ideas.  For  instance,  we  pio- 
neered the  concepts  of  the  master  trust,  the 
savings  plan  and  the  market  inventory  fund. 

in  keeping  with  our  leadership  position, 
ior  nearly  40  years  we  have  published 
unique  studies  of  developments  and  trends 
in  corporate  pension  and  savings  plans. 
These  surveys  and  analyses  are  accepted  as 
the  most  authoritative  information  sources 
in  the  industry. 

Additional  services  in  U.S.  and  abroad. 

Of  course,  we  also  offer  all  imptirtant 


fiduciary  services  beyond  the  employee 
benefit  field.  This  includes  personal  finan- 
cial management  (a  complete  range  of 
trust,  investment,  and  personal  banking 
services  for  high-net-worth  individuals  and 
institutions  wt)rldwide).  It  also  covers  all 
aspects  of  corporate  trusts  for  debt  financ- 
ing of  U.S.  and  foreign  corporations  and 
governments. 

The  restructuring  of  Bankers  Trust  has 
been  beneficial  to  our  fiduciary  customers 
in  many  ways.  For  example,  we  have  cre- 
ated the  position  of  relationship  manager. 
This  individual  is  equipped  to  identify  a 
customer's  overall  needs.  And  this  same 
individual  can  readily  focus  any,  or  all,  of 
the  bank's  fiduciary  capabilities  to  meet 
those  needs. 

If  you  would  like  to  learn  how  our  fidu- 
ciary services  can  be  of  specific  help  to 
your  business,  we  would  be  happy  to  dis- 
cuss them  with  you. 

V9  BankersTrust 

Ld  Company 

Worldwide 

United  States;  Headquarters  in  New  York.  2H()  Park  Avenue. 
International  Sub.sidiariesorRepre.sentative  Officcsin:  Chicafjo, 
Houston,  Los  Angeles,  Miami,  San  Francisco,  Investment 
Advisory  Representative  Office;  Palm  Beach. 

Argentina,  Australia,  Bahamas,  Bahrain,  Belgium,  Brazil, 
Canada,  Chile,  Colombia,  Dennwrk,  France,  Greece,  Hong 
Kong,  India,  Indonesia,  Italy,  Japan,  Korea,  Malaysia,  Mexico, 
The  Netherlands,  Nigeria,  Panama,  The  Philippines,  Portugal, 
Singapore,  Spain,  Switzerland,  Taiwan,  Thailand,  Tunisia 
United  Kingdom,  Venezuela,  West  Germany,  Yugoslavia. 

Member  FDIC  ©  BankersTrust  Company. 


Japanese  industry'  is  keen  for  the  protected 
markets  of  Western  Europe.  As  a  result . . . 


Look  who's 
building  plants 
in  Britain! 


By  Lawrence  Minard 


AT  FACE  VALUE,  NDTHINC,  COUld  hc 
more  dissimilar  than  japan's  dis- 
ciplined labor  force  and  Britain's 
unruly  one:  the  lapanese  miracle  versus 
the  British  disease.  Yet  early  last  month 
lapan's  Nissan  Motor  Co.  (1980  auto- 
making  profits,  $425  million)  paid  Brit- 
ish workers  the  ultimate  compliment: 
For  over  $.5{)()  million,  Nissan  will  build  a 
spanking  new  Datsun  factory  that  will 
employ,  directly 'and  indirectly,  some 
.V5,000  workers,  probably  in  one  of  the 
U.K.'s  hard-pressed  Special  Develop- 
ment Areas  (where  the  government 
picks  up  22%  of  the  plant  and  equipment 
tab).  Slated  to  hit  full  output  m  1986,  the 
Nissan  plant  will  produce  200,000  Dat- 
suns  a  year,  over  half  tor  export  to  other 
Common  .Market  countries. 

Frightened  by  protectionism,  lapanese 
industry  has  for  a  decade  been  cautiously 
building  its  overseas  manufacturing 
beachheads.  Surprisingly,  a  huge 
chunk — nearly  $2  billion — has  flowed  to 
Britain.  True,  that's  much  less  than  the 
$7.4  billion  the  lapanese  have  put  into 
America.  But  it  far  outstrips  the  $380 
million  they  have  invested  in  Germany 
or  the  $300  million  in  France. 

Already  some  13,000  Britons  are  di- 
rectly employed  by  Japanese  firms  in  the 
U.K.  A  few  examples: 

•  A  Sony  color-TV- factory,  opened  in 
1974,  at  Bridgend,  Wales,  now  employs 
over  950  workers,  produces  160,000  sets 
annually — over  50%  of  which  are  export- 
ed— and  is  about  to  be  complemented  by 
a  150-worker  color-tube  plant. 

•  Matsushita  Electric  (Panasonic,  Na- 
tional, Technics)  opened  a  U.K.  factory 
two  years  later,  whose  employment  will 
stH)n  hit  400  as  TV-set  production  is  dou- 
bled, to  120,000  sets  a  year  (another  280 
work  in  Panasonic's  U.K.  sales  arm);  be- 
tween 40'/'o  and  50%  of  production  will 
be  exported.  Other  Japanese  electronics 
manufacturers  have  also  located  in  the 
U.K.:  Toshiba,  Hitachi  (in  partnership 


with  British  General  Electric),  Mitsubi- 
shi Electric  and  Aiwa. 

•  NSK,  Japan's  leading  ball-bearing 
producer,  employs  250  workers  turning 
out  25  million  ball  bearings— some  5%  of 
NSK's  production — from  the  company's 
London  plant.  "Except  for  their  tidiness, 
I  see  little  difference  between  the  produc- 
tivity of  Japanese  and  British  worI<ers, " 
says  NSK's  U.K.  General  Manager  To- 
shiaki  Kawasaki. 


"And  look,  here  comes  another  |a 
nese  company,"  exclaims  Panaso 
(U.K.)  Managing  Director  Akiya  (An 
Imura,  ruffling  through  the  I iiiain 
limes  to  a  story  that  Osaka-based  Yu 
Denchi,  a  prominent  battery  mal 
plans  to  invest  $2.5  million  to  ere 
another  150  |obs  in  the  Sceptered  Isle 

Most  Japanese  businessmen  wo 
rather  talk  about  offshore  investm 
and  keep  shipping  from  their  home  ( 
tones.  But  Common  Market  counti 
are  setting  tough  import  contn)ls  to  p 
tect  their  domestic  industries.  Got 
produced  within  EEC  memlier  nati 
are  freely  traded  as  long  as  45%  or  m 
of  their  value  is  created  within  an  E| 
member  state.  Britain,  in  effect,  is 
coming  the  staging  ground  for  Japan) 
efforts  to  mitigate  Common  Market  p 
tectionism.  Asked  why  they  invest 
Britain,  Japanese  businessmen  reply  tl 
Britain  has  a  decent  industrial  base  an 
strong  market  for  their  products.  Niss 
for  example,  last  year  sold  92,000  cars 
Britain — over  67o  of  the  domestic  m 
ket — and  only  an  import  cjuota  kept 
from  selling  more.  In  protection 
France,  by  contrast,  all  Japanese  carmj 
ers  sold  just  55,000  units,  under  3%i 
the  market.  Message:  If  you  want  (i 
factories,  buy  our  goods. 


nine  \U  i'uiiii  (isseml'lcs  (I  u l\  m'/  til  Mdl^iKhiUi's  ('iinliff.  Welles Jiu  h  'r\ 

Using  Britain  once  again  as  a  staging  area  for  an  invasion  of  the  Continent. 
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Just  enter  our  Spectacular  Indy  Sweepstakes,  There's  one  that's  just  right  for  you.  Visit  your 

and  you  could  be  in  the  stands  next  Memorial  local  A,  B,  Dick  office,  and  see  a  demonstration. 
Day  Weekend,  shoring  in  all  the  thrills  and  excite-  Fill  in  on  entry  form  for  our  Spectacular  Indy 

ment  of  the  Indy  500,  courtesy  of  A.  B.  Dick,  Sweepstakes,  and  you  could  win  an  oction- 

A,  B.  Dick,  the  automated  office  products  and  packed,  all-expense-paid  Indy  Weekend  for  two. 
systems  people? 


That's  right,  And  the  Spectacular  Indy  Sweep- 
stakes is  our  way  of  calling  your  attention  to  the 
wide  selection  of  A,  B.  Dick  copiers. 
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SWEEPSTAKES  RULES  '  ' 

1  To  enter,  fill  out  and  deposit  the  entry  form  available  at  any  local  A.  B.  Dick  office.  One  entry  per  person, 

2  No  purchase  required.  All  entries  must  be  received  on  or  before  March  31, 1981, 

3  The  prize  IS  a  trip  for  two  to  the  Indianapolis  500,  Sunday,  May  24, 1981,  Trip  will  include  air  fare  from  the  nearest 
commercial  airport,  lodging  for  3  nights  in  Indianapolis,  reserved  seal  Indy  500  tickets, 
ground  transportation,  plus  $250  to  cover  meals.  Estimated  total  prize  value 
IS  $750,  plus  round-trip  air  fare.  Winner  must  be  of  legal  age  and  must 
sign  an  appropriate  v^aiver  of  liability. 

4  Sweepstakes  winner  wi II  be  selected  in  a  random  drawing 
conducted  by  an  independent  judging  organization,  whose 
decisions  are  final.  Federal,  State  and  Local  Taxes,  if  any, 
are  the  sole  responsibility  of  the  winner.  No  substitutions 
will  be  made  for  the  prize  offered  Prize  is  non-transferable 
and  not  redeemable  for  cash.  The  odds  of  winning  will  be 
determined  by  the  number  of  entries  received. 

5  Sweepstakes  open  to  everyone  in  the  United  States  except  employees  and  their 
families  of  A.  B  Dick  Company,  their  judging  organization,  and  their  advertising  agencies 
Sweepstakes  is  void  wherever  prohibited  or  restricted  by  law. 

6  The  winning  entry,  certified  by  the  judges,  will  be  available  for  examination  at  the  headquarters  of  the 
A.  B.  Dick  Company  and  the  judging  organization  following  the  awarding  of  the  prize.  To  receive  a  copy  of  the  winner's  name, 
send  a  stamped,  self-addressed  envelope  to  Spectacular  Indy  Winner,  5700  West  Touhy  Avenue,  Chicago,  IL  60648, 
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The  Bronco  Buster 

F  rcdcric  Remington's 
first  and  most  dynamic  bronze 


Cast  full  size 
from  a  Remington  Ori;^incil. 
Each  bronze  hand  made  and  hand 
fmished  to  completion 
with  its  i]uaUty  guaranteed. 

Limited  Edition 
Offering  Price  $2,000 

To  discuss  The  Bronco  Buster 
or  other  Remington  Bronzes  contact: 

Americuiia 

Ikiiis,-  tifjini-  arls.ltil. 

One  Bunki-r  Hill 
(x)i  West  Fifth  Street 
Lds  Angeles,  California  90017 
Telephone;  800-421-8033  213-623-1083 
Major  Credit  Cards  Honored 


LOCAnOli 

Within  a  single  day's  shipping  time  of 
70  miUion  Americans. 

With  direct  access  to  the  ports  and  markets 
of  the  world. 

With  transportation  costs  constantly  rising, 
Arkansas  may  be  the  best  place  in  the  country 
to  locate  a  new  plant  or  business. 

Find  out  more  about  why  we're  called 
The  Great  Location. 

ARKANSAS 


For  information,  write  to  The  Arkansas  Department  of  Economic  Development-F 
One  State  Capitol  Mall,  Little  Rock,  Arkansas  72201.  Or  call  (501)371-7675. 


"If  you  want  to  build  a  plant  in  Wc! 
ern  Europe,"  says  Matsushita's  Imui 
"you're  talking  about  France,  Italy,  G{ 
many  and  Britain.  France  and  Italy  y< 
can  elunmate  because  of  the  protectio 
ism,  the  problems  gettmg  componen 
and  all  the  political  difficulties.  Brita 
and  Germany  are  about  equal,  I  think 
except  that  the  Germans  use  a  lot 
foreign  labor,  and  many  Japanese  comp 
nies  wonder  why  they  should  build 
Germany  if  they're  going  to  get  Turkii 
workers." 

So  far  the  [apancse  have  had  remar 
able  success  at  managing  Britain's  tro 
blesome  workers  and  unions.  Shut 
Matsuoka,  managing  director  of  Mats 
shita's  Cardiff  (Wales)  factory,  plans 
double  his  TV  output  next  year  but  i 
crease  his  work  force  by  only  ,S07(>.  "V 
won't  have  any  trouble  from  the  union 
says  Matsuoka,  a  master  at  the  carrtj 
and-stick.  "They  are  happy  to  increal 
their  membership — and  they  understai 
that  we  can  expand  only  if  we  incrca 
productivity,  and  can  promise  job  secui 
ty  only  if  we  can  expand."  Matsuol 
holds  weekly  Japanese-style  open  mee 


"/  was  in  a  British  factory  the 
had  four  grades  of  toilets.  Ta 
lor-made  far  class  conflict.  Ti 
Japanese  dont  have  that." 


'1 


ings  at  which  workers  are  kept  abreast 
Matsushita's  plans. 

Britain's  Japanese  managers  do  not  ai 
their  workers  to  sing  company  songs  n 
have  they  imported  Japan's  renowni 
lifetime  employment  system,  whi< 
makes  firing  unheard  of.  But  for  reasoi 
of  pride  and  image,  and  because  th( 
know  a  secure  worker  is  a  happy  ai 
productive  one,  they  do  go  to  extren 
lengths  to  avoid  layoffs.  Ball-bearir 
maker  NSK,  has  watched  its  U.K.  plant 
capacity  utilization  drop  from  near 
100%  last  fail  to  around  80%  today.  Y 
it  continues  to  run  three  shifts  and  r 
fuses  to  lay  off  any  of  its  250  workers. 

"The  company's  policy  is  to  keep  er 
ployees  employed,"  explains  Gener 
Manager  Kawasaki.  "We  try  to  abso; 
the  problems,  and  Tokyo  is  ver>'  unde 
standing.  They  don't  push  us  much  b 
yond  a  reastmable  return  on  their  U.I 
investment.  Besides,  job  security  allov 
us  to  get  better-equality  workers." 

Like  other  manufacturers  coming  ' 
Britain,  the  Japanese  have  wrought  b 
themselves  an  enormous  advantage:  01) 
unu)n  to  negotiate  with,  rather  than  tH 
several  squabbling,  directionless  unioj 
that  burden  many  older  British  firm 
Surprisingly,  Britain's  more  modera] 
trade  unionists  like  the  single-unic 
idea.  "It's  pretty  shocking,  isn't  it,  wh« 
we  fight  among  ourselves  rather  thi 
confront  the  boss,"  says  Jack  Whyman, 


62 


FORBES,  MARCH  16,  19 


man  in  the  powerful  Amalgamated 
m  of  Electrical  Workers. 

times  Japanese  managers  seem  to 
■volutionizing  Britain's  archaic  labor 
ions.  Says  Roy  Saunderson  ot  the  big 
trical,  Electronic,  Telecommunica- 
i  and  Plumbing  Union,  some  3,500 
vhose  440,000  membership  now 
c  for  Japanese  companies:  "I  was  a 

steward  in  a  typical  British  factory 

had  four  grades  of  toilets  and  four 
is  of  canteens,  and  as  you  worked 

way  up  the  company  hierarchy  you 
ed  your  car  in  a  different  car  park.  It 
a  situation  tailor-made  for  class  con- 
But  the  Japanese  don't  have  that. 
/  have  the  single-status  employee  ap- 
:h,  which  we  applaud." 
)anese  manufacturing  life  in  Britain 
)t,  of  course,  entirely  a  bed  of  chry- 
lemums.  The  problem,  say  the  Japa- 
is  neither  government  nor  labor, 
ather  British  industry,  on  which  the 
lese  rely  for  their  components, 
teas  the  Japanese  are  fanatic  about 
ponent  quality  control,  Britain's 
ponent  makers  are  often  disturbing- 
X — a  threat  to  Japan's  reputation  for 
bility.  NSK  once  bought  over  80%  of 
iw  materials  from  British  suppliers; 
atio  IS  now  just  S0"/o,  with  the  bal- 

coming  from  Japan.  "I  have  had  5 
s  as  much  trouble  with  U.K.  suppli- 
juality,"  complains  Kawasaki, 
le  solution:  Encourage  a  second 
•  of  Japanese  investment,  this  one  by 
ponent  makers  who  could  produce 
lese-quality  parts  for  the  first 
; — Sony,  Matsushita  and  the  like. 

would  both  create  jobs  and  bring 
ed  competition  to  Britain's  laggard 
liers.  The  trouble  here  is  hostility 

threatened  sectors  of  British  indus- 
A'hose  opposition  last  fall  has  prob- 
killed  a  proposal  by  Japanese  plastics 

producer  Showa  Denka  to  build  an 
illion,  150-)ob  plant  in  Wales. 
)t  that  the  Japanese  have  given  up  on 
sh  suppliers.  Says  Colin  Leahy, 
Lifacturing  manager  at  Matsushita's 
iff  plant:  "When  we  told  our  suppli- 
ve  would  inspect  every  incoming 
they  didn't  believe  us.  So  we 
ght  them  in  and  showed  them. 

who  got  the  message  have  since 
me  higher  quality  suppliers." 
ly  have  the  Japanese  been  so  suc- 
ul  in  Britain?  We  put  the  question  to 
's  popular  top  man  in  the  U.K.,  Tet- 
Fokita,  the  pioneer  who  was  recent- 
varded  an  Order  of  the  British  Em- 
for  helping  bail  out  Britain's  elec- 
cs  industry.  "I  would  not  yet  say 
we  have  been  so  successful.  We  have 
been  here  7  years;  in  10  or  20  years, 
3e  we'll  have  our  problems.  But  for 

we're  still  on  a  honeymoon." 
ort  of  a  left-wing  government,  or 
sh  withdrawal  from  the  Common 
^et,    the   honeymoon   has  several 
i  left  to  run.  ■ 


9^ 


Richer.  And,  ot  course,  co.stlier. 
F{)r  the  very  good  rea.soii  that  it  is 
blended  Irom  the  Cognacs  of  more 
tlian  70  select  vineyards,  all  of  whicli 
lie  within  France's  two  pre-eminent 
Cognac  dislricls,  Crande  Cliaiii- 
pagiie  and  Petite  Champ.igiie. Truly, 
the  world's  most  civilized  spirit. 


VS.O.E 


HENNESSY  COGNAC,  80  PF?OOF,  II^P6RT€D  BY  SCHIEFFELIN  &  CO..  N  Y 


PROPUOn/ITY. 

In  Arkansas,  productivity  means  skilled 
employees  who  value  the  work  ethic. 

It  means  state  laws  which  uphold  every 
employee's  right  to  work,  as  well  as  state- 
sponsored  employee  training  programs  to  pro- 
vide every  company  with  a  skilled  work  force. 

Superior  productivity  is  only  one  of  many 
reasons  Arkansas  is  The  Great  Location. 

We'd  like  to  tell  you  more. 

ARKANSAS 


For  information,  write  to  The  Arkansas  Department  of  Economic  Development-F 
One  State  Capitol  Mall.  Little  Rock.  Arkansas  72201.  Or  cull  (501)  371-7675. 
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"If  you  have  any  thoughts  about 
putting  a  new  executive  jet  into 
service  by  the  mid-1980's,  now  is 
the  time  to  start  mailing  your  plans." 


Chuck  Vogeley  has  shaped  the  marketing 
strategies  of  three  major  manufacturers  of 
business  aircraft;  and  under  his  direction, 
these  organizations  have  placed  nearly  400 
large  corporate  Jet  aircraft  into  service 
world-wide,  totalling  more  than  $1.5  billion 
in  sales. 


By  Charles  G.Vogeley 

Senior  vice  President,  Marketing 
Gulfstream  American  Corporation 

"First.  I  am  going  to  assume  that  your 
organiziition  currently  operates  some 
kind  of  business  airplane  and  is  utiliz- 
ing it  to  its  maximum. 

"What  you  may  be  discovering, 
however,  is  that  your  present  aircriift 
doesn't  —  or  can't  —  give  you  the  op- 
erational flexibility  you  thought  it  had 
when  you  bought  it.  In  other  words,  it 
just  isn't  as  productive  as  a  business 
investment  has  to  be  these  days. 

"Consequently,  you  may  have  the 
acquisition  of  a  new  airplane  in  the 
talking  stage.  And  what  you're  find- 
ing, I'm  sure,  is  that  it  will  be  many 
months  before  you  can  take  delivery 
of  ^//;\'  new  corporate  aircriift,  even  if 
you  knew  what  you  wanted  and  ap- 
proved the  purchase  today. 

"Operators  who  already  have 
planned  to  upgrade,  replace  or  add 
airplanes,  and  corporations  that  have 


decided  they've  done  without  the  ad- 
vantages of  their  own  airplane  for  too 
long,  have  created  production  backlogs 
that  extend  two.  even  three  years  ahead 
for  most  executive  jet  manufacturers. 

"Our  own  Gulfstream  HI  is  a  case 
in  point.  We're  building  Gulfstream 
1 1  Is  at  an  accelerated  rate  to  meet  or- 
ders for  more  than  75  aircraft,  many 
placed  as  long  as  two  years  before 
the  Gulfstream  III  first  went  into  pro- 
duction in  1980.  Even  today,  we're 
talking  to  prospects  who  plan  to  make 
substantial  commitments  for  new 
Gulfstream  Ills  they'll  put  into  ser- 
vice in  late  1983  and  early  1984. 

"These  buyers,  all  of  whom  are  ex-  j 
tremely  knowledgeable  about  business  ' 
aircral't.  eviiluated  the  long-range  , 
executive  jets  now  on  the  market  from  j 
every  point  of  view.  And  they  deter-  , 
mined  that  the  Gulfstream  HI  is  the 
best  investment  in  productivity  they 
can  make.  i 

"For  example,  the  Gulfstream  III  j 
has  an  unequalled  range/payload  I 


The  Gulfstream  III  meets  or  exceeds  every  requirement  of  major  corporations  and 
governments  for  an  executive  transport  with  the  optimum  combination  of  range/ 
payload  capabilities,  overall  operating  efficiencies  and  proven  reliability  throughout 
its  systems.  The  Gulfstream  til  combines  the  remarkably  efficient  airframe  of  the 
Gulfstream  M  with  new  concepts  in  wing  design  to  achieve  a  breakthrough  in  range 
and  fuel  efficiency.  As  a  result.  It  Is  a  uniquely  productive  long-range  business  Jet;  yet 
it  also  retains  excellent  mission  versatility. 


ability.  It  can  ciu  ry  at  least  8  pas-        range  is  even  greater.  "We  II  be  glad  to  meet  with  you.  help 

you  evaluate  various  business  aircritft 
in  light  of  your  corporate  growth  objec- 
tives, and  make  a  specific  proposal 
for  the  Gulfstream  III.  We  can  even 
arrange  a  full-scale  demonstration  of 
the  Gulfstream  III  for  you  and  your  key 
executives  on  one  of  your  upcoming 
business  trips. 

"Were  confident  we  can  prove  that 
no  other  airplane  designed  for  world- 
wide business  travel  will  be  more 
productive  as  a  working  investment  in 
the  1980s  and  beyond. 

"Lets  talk  more  about  it.  Call  me 
at  (912)964-3274 ,  or  write  on  your  let- 
terhead to  P.O.  Box  2206,  j=rj\\ 
Dept.  102.  Savannah,  (^^|| 

Georgia  31402,  U.S.A."  Gulfstream 

/Imerican 

The  Gulfstream  III. 

The  new  definition 
of  The  Ultimate. 


gers,  baggage  and  crew  of  three 
t'houiul  non-slop  from  London 
^ew  York  in  about  8  hours  with 
quate  reserves.  No  other  executive 
;an  do  that.  On  shorter  missions,  its 
ibility  in  terms  of  passengers  vs. 


;utive  preference  for  the  Gulfstream  III  is 
In  part  to  its  spacious  cabin,  which  per- 
;  the  design  of  an  interior  Ideally  suited  to 
operator's  specific  requirements  for  op- 
im  convenience  and  comfort  In  flight. 


"The  Gulfstream  II.  which  was 
the  forerunner  of  the  Gulfstream  III. 
proved  conclusively  that  its  cruising 
fuel  efficiency  at  altitude  —  40.000  feet 
or  higher  —  was  the  best  of  any  execu- 
tive jet.  The  advanced  technology  of  a 
new  wing  and  winglets  creates  greater 
fuel  economies  for  the  Gulfstream  III. 

"And  when  it  comes  to  engine  and 
systems  reliability —  two  features  that 
underscore  the  ability  of  an  airplane  to 
go  where  you  want  it  to  go  when  you 
want  it  to  go  — the  Gulfstream  III  pro- 
vides the  same  legendary  dependability 
recorded  by  the  Gulfstream  II  fleet  in 
hundreds  of  thousands  of  flight  hours. 

"I'm  not  suggesting  that  the 
Gulfstream  III  is  the  airplane  for  every 
organization.  But  yours  may  be  one  of 
them,  if  not  today,  maybe  in  two  or 
three  years. 

"What  I  am  suggesting  is  that  wher- 
ever you  stand  on  the  matter  of  acquir- 
ing a  new  business  aircriift.  now  is  the 
time  to  begin  a  planning  program. 


At  Tom  Murphy  s  Capital  Cities,  whatever  can 
go  right  usually  does  go  right. . . . 


Murphy's 
law 


By  Allan  Sloan 
and  Thomas  Baker 


CHAIRMAN  Tom  Murphy  is  walk- 
ing through  Capital  Cities  Com- 
munications' headquarters,  such 
as  they  are,  kibitzing  with  the  help.  Sud- 
denly he  sees  two  unfamiliar  faces.  "Who 
are  you  guys?"  he  asks.  Auditors  from 
New  York  State's  tax  department,  they 
answer.  "Can  we  get  you  somcthmg,  you 
want  any  Danish?"  Murphy  shoots  back. 

Murphy  can  spot  strangers  at  Cap 
Cities'  headquarters  because  there  are 
hardly  any  faces  there  to  know.  Despite 
enormous  growth — Cap  Cities'  revenues 
are  up  390 '/f  in  the  last  ten  years,  per- 
share  profits  up  500'7f  to  $5.38,  employ- 
ees up  190 'Zf  to  6,000 — the  company  has 
avoided  picking  up  the  bureaucratic  bar- 
nacles that  have  fouled  so  many  other 
businesses. 

Murphy  runs  the  $535  million  (esti- 
mated 1981  revenues)  company  from  a 
single  floor  in  an  anonymous  New  York 
City  office  building.  There  are  about  two 


dozen  people  in  Cap  Cities'  headquar- 
ters, including  Murphy  and  the  recep- 
tionist. There  is  no  corporate  staff  for 
programming,  no  vice  presidents  for 
strategic  planning,  no  mergers-and-ac- 
quisitions  staff.  There  is,  blessedly,  not 
even  a  corporate  public  relations  man. 

The  style  works  well.  The  company's 
six  TV  stations  earned  around  55  7f  pre- 
tax on  revenues  last  year.  That's  more 
than  50'/f  above  the  industry  average, 
and  is  better  than  what  ABC  (an  estimat- 
ed 40%),  CBS  (27%)  and  NBC  (23'7f) 
earned  on  their  owned-and-operated  sta- 
tions in  1979.  (Return  on  sales  is  used  as 
a  measure  because  the  book  value  of  ma- 
jor TV  stations  is  so  ridiculously  low  that 
return  on  equity  is  almost  meaningless.) 

Murphy  and  Cap  Cities'  President  Dan 
Burke,  platform  tennis  enthusiasts  both, 
can  afford  to  play  a  lot  of  their  favorite 
game  because  almost  all  Cap  Cities'  ma- 
jor decisions  are  made  by  the  managers 
in  the  field. 

"We  still  go  out  of  our  way  to  hire 
strictly  on  brains,"  Murphy  says,  "and 


then  we  leave  them  alone."  The  ide 
which  has  worked  brilliantly  so  far,  is 
load  the  managers  with  enough  C. 
Cities  stock  so  that  they  will  feel  lil 
entrepreneurs  instead  of  corpora 
clones. 

The  deals  have  been  very  lucrativ 
Capital  Cities,  founded  by  the  late  Frar 
Smith  in  1954,  went  public  in  1958  at  ' 
cents  a  share  (adjusted  for  stock  splits), 
was  trading  recently  at  about  $60.  i 
that  price.  Murphy's  Cap  Cities  stock 
worth  $8.8  million,  and  his  options  a 
worth  $2.2  million  more  than  their  ext 
cise  price.  Burke  has  $2.5  million 
stock,  and  his  options  are  worth  $1 
million.  Over  the  years,  the  compan> 
employees  have  bought  Cap  Citi 
shares  now  worth  almost  $120  millio 
and  have  a  paper  profit  of  more  than  $ 
million  on  their  current  options. 

Those  profits  make  for  a  happy,  clos 
knit  operation,  which  is  what  the  con 
pany  was  designed  to  be.  It's  a  case 
cronyism  making  good.  The  foundc 
Smith,  a  boy  from  Tennessee  who  was 
business  partner  with  broadcaster  Lo^ 
ell  Thomas,  hired  Murphy.  Murphy  w| 
the  son  of  Judge  Charles  Murphy, 
Brooklyn  politician  and  one  of  Smith 
cronies.  Murphy  hired  Burke,  the  broti 
er  of  his  roommate,  lim  Burke.  (li) 
Burke  is  now  chairman  of  [ohnson 
[ohnson.)  Murphy  and  Burke  hired  J< 
Dougherty,  now  head  of  Cap  Citie 
broadcasting  operations. 

Then  there's  William  Casey,  the  co 
porate  lawyer,  who  recently  becan 
head  of  the  Central  Intelligence  Agenc 
Casey  had  been  a  member  of  Cap  Citie 
board  since  1954,  with  time  off  only  fi 
his  previous  government  stints.  One  > 
Murphy's  graduate  school  classmatf 
was  William  Ruane,  a  New  York  mone 
manager  (of  the  Sequoia  Fund,  amor 
others).  Ruane  introduced  Murphy  to  h 
friend.  Warren  Buffett. 


Capital  Cities  (.oniiminicatioHS  President  Dan  Burke 
The  first  lesson:  Memos  arent  necessary. 


(.hair)}ia>i  Tom  Murphy 

"I found  out  it  was  all  common  sense  and  logic. 
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How  to  develop 
J  silver  tongue,  a  golden  touch 
and  a  mind  like  a  steel  tiap. 


f  you  want  to  lead  others,  it's  essen- 
al  to  see  things  they  miss ...  to  l<now 
ow  to  communicate  your  broader 
ision . . .  and  to  tell  your  insights  with 

conviction  that's  inspiring. 

Business  Week  helps  give  you  that 
ilver-tongued  readiness  of  expression 
lat's  so  critical  in  leading  other  peo- 
le.  Simply  by  making  you  remarkably 
'ell  informed  about  business. 

iain  years  of  business  wisdom 
ith  just  an  hour  or  two  of  reading 
ach  week! 

Every  issue  of  Business  Week  con- 
lins  dozens  of  articles  -  most  quite 
lort  -  that  analyze  every  happening 
f  note  in  the  business  community 


What  you've  been  missing.. 

Here  are  some  typical  articles 
from  recent  issues: 
The  new  Arab  weapon  Their 
growing  banking  system  could  soon 
give  the  Arabs  control  over  the 
economies  and  politics  of  the  West. 
Juries  out?  Critics  claim  some 
business  suits  are  too  complex  for 
civil  juries.  A  new  ruling  agrees. 
Computer  bottleneck  With 
software  development  lagging,,  the 
computer  industry  could  lose  much 
of  its  momentum.  A  lack  of  pro- 
grammers doesn't  help. 
Cleaning  up  the  image  Even 
when  liability  is  not  an  issue,  some 
companies  are  clearing  waste  sites 
just  to  avoid  bad  press. 
Exotic  tax  shelters  From  wind 
turbines  to  wood  chips,  new  energy 
projects  are  enticing  investors. 


Each  week  you'll  discover  who's 
lerging  with  whom.  What's  selling 
here.  Why  prices  are  soaring  or 
lunging  in  all  sorts  of  places . . . 

Who's  delighting  stockholders, 
/ho  s  infuriating  employees, 
/ho  are  leaping  to  power  (or 
)slng  their  jobs)  in  companies, 
nions  and  governments  all 
ver  the  world. 

/atch  the  dramas  and 
aumas  behind  the  profit 
nd  loss  statements. 

Each  week  you'll  read  about  bright 
leas  that  bombed  -  and  unimagina- 


tive managers  who  saw  their  profits 
dwindle  to  nothing. 

(Good  lessons  in  how  not  to  succeed.) 

You'll  also  read  about  executives 
who  turned  their  companies  around  - 
through  innovation . . .  diversification . . . 
centralization ...  or  other  careful 
strategies. 

Their  talent  for  success  will  inspire 
you  to  perfect  your  own  golden  touch . . . 

Take  the  measure  of  the  current 
business  climate  (and  see  what's  in 
it  for  you). 

Business  Week  analyzes  all  the 
quirks  of  the  current  economy. . .  re- 
veals the  health  secrets  of  corporate 
'cash  cows" . . .  points  out  new  markets 
that  are  mushrooming  all  over  the 
world . . . 

With  input  like  this  fed  you 
every  week,  don't 


be  surprised  if  your  mind  grows 
so  sharp  and  quick  that  it  closes 
like  a  steel  trap  around  every  new 
business  opportunity! 

Enroll  as  a  subscriber  now 

Just  fill  out  and  return  the  coupon 
below  or  the  card  opposite.  We'll  start 
Business  Week  coming  your  way  at 
the  basic  subscription  rate  of  only  690 
per  copy  instead  of  the  $1.75  cover 
price. 

If  you're  at  all  disappointed,  you  may 
write  "cancel"  on  our  bill  and  return  it 
to  us  with  no  further  obligation. 

So  act  now. 
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YES,  start  mysubsciplian 
ccaming! 


Send  29  issues  of  Business  Week  at 
the  basic  subscription  rate  of  $19.95. 
This  saves  me  $30.80  off  the  $1.75 
cover  price. 

If  I'm  at  all  disappointed,  I'll  write 
"cancel"  on  your  bill  and  return  it  to 
you  with  no  further  obligation. 

□  Payment  enclosed   □  Bill  me 

Guarantee:  If  Business  Week  ever  falls  to  meet 
your  needs,  you  may  cancel  at  any  lime  and 
receive  a  refund  for  any  issues  not  yet  mailed. 
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Virginia  Is  Not  Only 
A  RieffiTo Work  State,!!' s 
AWantToWoA  State. 


have  plants  all  over  the  world.  But 
when  I  think,  of  the  quality  of  Virginia 's 
labor  force,  I  sometimes  wish  we  just  had 
plants  all  over  the  <talc. 

Brii-c  ('..  Cot'wdld, 

Prc-  icnt.  Kthyl  Corporation 

Statistics  utIII  tel!  you  a  lot  about 
a  state's  work  force;  indeed,  Virginia 
looks  pretty  good  on  paper 

There  are  only  nine  other  states 
which  report  a  smaller  percentage  of 
their  entire  non-agricultural  work 
force  unionized. 

And  the  rate  of  work  stoppages  in 
Virginia  caused  hy  strikes  i  ■  Jx)ut 
one-third  less  than  the  U.S.  erage. 

But  the  one  statistic  which  gives 
a  real  clue  to  the  overall  attitude  of 


the  state "s  work  force  is  the  insured 
unemployment  rate.  This  is  a  good 
measure  of  the  experienced  unem- 
ployed and  Virginia  mns  far  below 
the  U.S.  rate.  In  fact,  sharply  lielow 
the  rate  for  most  states. 

Virginians,  it  seems,  want  to 
work.  Which  means  they  not  only 
look  good  on  paper,  they  look  very 
good  on  the  job. 

Fortunately,  this  kind  of  quality 
is  in  good  supply:  Over  40,000  new 
people  now  enter  our  job  market 
every  year.  It  s  no  wonder  Virginia 
manufacturers  with  plants  in  other 
states,  even  the  other  right  to  work 
states,  report  worker  availability  and 
productivity  here  second  to  none. 

Put  tliis  labor  force  together  with 


our  sensitive  state  government  that 
is  politically  responsive  to  business 
and  you  have  more  than  a  good 
place  to  make  a  product.  You  have  a 
good  place  to  make  a  profit. 

If  you'd  like  more  information  on 
Virginia's  hard-working  labor  force, 
without  having  to  do  much  work 
yourself,  just  call  or  write  J.  Frank 
Alspaugh,  Director  of  the  Virginia 
Division  of  Industrial  Development, 
Governor's  Office,  Dept.  F4,  State 
Office  Building,  Richmond,  Virginia 
23219.  Telephone  (804)  786-3791. 


Virginia 


But  Murphy  is  first  and  foremost  a 
rsuer  of  talent,  regardless  of  its  con- 
ctions.  Take  lim  Hale,  for  instance.  In 
75  Murphy  was  prowling  around  for 
blishing  talent  when  he  heard  about 
lie,  a  good  old  boy  from  Troup,  Tex, 
th  a  reputation  as  a  newspaper  trouble- 
ootcr  in  the  South.  Murphy  gave  him 

s  Ft.  Worth Siar-Te/efJiru)/  to  run.   

Hale,  now  S3,  has  been  publisher  of 
ip  Cities'  Kansas  City  Vc/r  since  1977. 
:  is  a  living  example  of  decentraliza- 
in  at  work.  "I  never  hear  from  New 
rk,"  he  says.  In  1979  Hale  donated  SI 
illion  of  the  Sfar's  money  to  a  Kansas 
ty  museum  and  never  bothered  to  tell 
m  Murphy  about  it.  When  Murphy 
ind  out,  he  didn't  care.  Why  should  he; 
le  paper,  which  cost  Cap  Cities  about 
5  million,  earned  an  estimated  $19 
illion  pretax  last  year,  more  than  3 
nes  what  it  made  when  the  company 
ught  It  in  1977. 

rhere  were  plenty  of  snickers  when 
Cap  Cities  shelled  out  $125  mil- 
lion for  the  employee-owned  Kan- 
3  City  Star  Co.  in  1977 — more  than  25 
nes  earnings.  But  Murphy  rapidly  sold 
the  company's  paper  mills  for  $30 
illion,  bringing  the  net  cost  down  to 
5  million.  The  Star  now  earns  around 
0  million  a  year,  so  its  net  cost  today  is 
out  9  times  earnings.  And  the  earnings 
;  rising  rapidly  thanks  to  new  technol- 
y  and  better  sales  techniques. 
The  Kansas  City  deal  typically  started 
th  Murphy's  old  boy  network.  lohn 
ad,  the  vice  chairman  of  E.F.  Hutton 
d  the  man  slated  to  head  the  SEC,  is 
t  another  of  Murphy's  Harvard  class- 
ates.  Hutton,  which  had  worked  with 
ip  Cities  on  its  Ft.  Worth  ace^uisition, 
d  spotted  an  issue  of  pollution  control 
nds  for  a  paper  mill  the  s/c/r  owned, 
[t  was  obvious  from  the  prospectus 
at  the  Star  was  heading  for  a  capital 
anch.  The  company's  only  method  of 
sing  fresh  equity  was  by  selling  shares 
employees,  who  financed  the  pur- 
ases  with  low-interest  company  loans 
d  used  the  Star's  dividends  to  pay  the 
:erest  tab.  But  with  a  tax  ruling  that 
icked  down  on  the  interest  benefit, 
d  with  the  Star  barely  earning  its  divi- 
nd,  few  employees  would  buy. 
Told  all  this  by  Hutton,  Murphy 
ooped  down  and  made  the  Star  Co.  an 
er  before  the  company  understood 
at  it  was  for  sale.  The  fact  that  Stanley 
hifman,  the  son  of  the  Star's  chief  fi- 
ncial  officer,  was  a  Hutton  employee 
Kansas  City  didn't  hurt. 
Because  the  Star  had  been  employee 
med,  it  was  notoriously  overstaffed 
d  its  employees'  unions  were  weak.  So 
Lirphy  turned  the  place  over  to  Hale 
lo  hacked  and  slashed,  improving  sala 
s  for  people  that  remained,  and  hiring 
avily  in  the  advertising  and  circulation 
partments. 
The  heads  of  Cap  Cities'  television 
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Advice  for  the  Wealthy: 


How  to  keep  inflation  from  eroding  your  assets. 


In  today's  world,  inflation  con- 
tinues to  erode  income  and 
some  assets.  Our  suggested  de- 
fense is  total  asset  management 
Accordingly,  we  advise  clients  to 
consider  a  wide  range  of  invest- 
ments: not  just  the  best  long- 
term  values  in  stocks  and  bonds 
but  opportunities  in  oil  and 
gas  drilling,  real  estate,  equip- 
ment leasing,  precious  metaJs 
and  international  securities. 
You  are  invited  to  call  or  write 
Joseph  J,  Verbaro,  Jr., 
United  States  Trust  Company  of 
New  York.  45  Wall  Street.  New 
York.  N.Y  10005,(212)425-4500. 


U.S.Trust 


When  you  do  something  very  well 

you  simply  cannot  do  it  for  everyone. 


Now  European  tradition 
has  a  new  address-  Dallas- 

Trusthouse  Forte,  Europe's  grandest  hotelier,  has  just  opened  its  first 
hotel  in  the  Southwest. 

Inside,  you'll  find  a  quiet  elegance  reminiscent  of  the  great  hotels  of 
Europe,  a  fine  continental  restaurant  and  24  hour  coffee  shop,  a  lux- 
urious night  club,  and  room  service  available  24  hours  a  day. 

Then  step  outside,  and  you're  in  the  spectacular  Pla:a  of  the 
Americas  atrium.  Featuring  restaurants,  exclusive  .shops,  a  health  club 
and  a  beautiful  ice  skating  pond. 

Plaza  of  the  Americas  Htitel,  Dallas.  For  reservations  call: 
1-214'747'7222.  Or  toll  tree:  1-800-22^5672. 

PIAZA  OF  Tf£ jr\IVERIO\S  HOTEL 

650  N.  Pearl,  [Dallas,  Texas  7520!  JSBKf    In  rlie  European  Tradituin 


ixcellence. 


stations  have  an  equally  free  hand.  Re- 
sult: They  average  ten  years  as  general 
managers,  an  unheard-of  figure  in  the 
quieksilver  world  ot  television,  where 
people  are  shifted  at  the  drop  of  an 
anehorinan's  toupee.  The  stahility  at  the 
top  helps  Cap  Cities  identify  with  its 
loeal  market,  rather  than  having  corpo- 
rate headquarters  impose  its  will  on  the 
stations. 

Larry  Pollock,  general  manager  of  Cap 
Cities'  WI^VI-TV  in  Philadelphia,  points 
out  that  its  Houston  sister  station  inter- 
rupts A15C's  morning  offering,  Cood 
Moniiii!^  ADicnai,  with  its  own  half-hour 
news  show,  while  he  feels  free  to  stick 
with  the  network.  Both  stations  are  tops 
in  their  respective  markets.  "We  do 
what  we  think  will  work  best  in  Phila- 
delphia," says  Pollock.  "That  system  has 
enabled  me  to  get  and  keep  people  who 
don't  like  the  idea  of  someone  looking 
over  their  shoulder." 

"If  you  traveled  around  and  watched  all 
Cap  Cities'  stations,  you'd  never 
find  yourself  wondering  if  they 
were  all  owned  by  the  same  peo- 
ple," says  Richard  O'Leary,  presi- 
dent of  ABC's  owned-and-operated 
stations. 

That  pattern  was  established 
early.  Murphy  was  the  first  em- 
ployee Smith  hired  when  he  start- 
ed the  company  in  1954  with  an 
almost  bankrupt  Albany,  N.Y.  UHF 
station.  Smith  died  in  1966,  12 
years  after  the  company  started. 
Murphy  took  over;  but  in  his  own  mind 
he  is  still  the  seared  29-year-old  who  was 
driven  to  Albany  by  Smith,  dumped  in  a 
ramshackle  building,  and  told  the  station 
was  his  to  run. 

"It  was  terrible,"  Murphy  recalls.  "It 
was  in  a  frame  house  over  100  years  old, 
and  I  don't  think  anyone  had  ever  paint- 
ed it."  Typically,  he  painted  only  the  two 
sides  visible  from  the  road.  But  Murphy, 
an  M.B.A.  ("I  was  scared  of  business  un- 
til I  got  to  Harvard,  then  I  found  out  it 
was  all  common  sense  and  logic")  with  a 
background  in  advertising,  soon  found 
out  what  advertisers  wanted.  When 
Smith  brought  Murphy  to  New  York, 
Murphy  persuaded  his  friend  Burke  to 
quit  his  job  peddling  |ell-0  for  General 
Foods  and  take  over  the  station  sight 
unseen.  After  the  initial  shock  wore  off, 
Burke  faithfully  sent  Murphy  memos  ev- 
ery week,  but  Murphy  never  answered. 
He  threw  the  memos  away. 

These  days.  Burke  gets  to  throw 
memos  out.  "We  hire  people  from 
more  centralized  operations,  they 
write  reports  for  a  while,  then  they  final- 
ly stop,"  he  says. 

Because  FCC  rules  limit  a  single  com- 
pany to  owning  7  TV  stations  and  14 
radio  stations.  Cap  Cities  decided  to  get 
into  newspapers,  which  Murphy  consid- 
ered very  similar  to  TV.  There  were, 
however,  differences. 


Cap  Cities'  headquarters  office  is  like 
that  of  a  TV  station,  where  a  small  staff 
handles  numerous  jobs,  discusses  some- 
thing and  then  does  it.  Labor  costs  are  a 
less  important  factor  in  a  TV  station 
than  a  newspaper,  because  TV  uses  the 
airwaves  to  distribute  its  product,  while 
newspapers  have  to  use  printing  presses 
and  people.  That  means  a  TV  station 
owner  can  afford  to  pay  the  help  more 
than  a  publisher  can. 

Cap  Cities  soon  earned  a  reputation  on 
the  publishers'  circuit  for  being  a  little 
too  pushy.  When  it  had  problems  with 
the  iamily  that  sold  it  the  Pontiac,  Mich. 
OiiL'UiiicI  I'lvss,  Cap  Cities  forced  the  fam- 
ily out — a  very  unusual  action  in  the 
cloistered  world  of  newspaper  publishers. 
Lately,  Cap  Cities  has  gotten  into  some 
nasty  disputes  with  its  newspaper 
unions. 

Cap  Cities,  with  its  emphasis  on  pro- 
ductivity and  thrift,  tried  to  change  the 
work  rules  m  Pontiac,  and  provoked  a 


Almost  all  Capital  Cities'  major  deci- 
sions are  made  by  the  managers  in  the 
field.  "We  still  go  out  of  our  way  to  hire 
strictly  on  brains,"  Murphy  says,  "and 
then  we  leave  them  alone."  The  idea  is 
to  load  the  managers  with  enough  Cap 
Cities  stock  so  they  will  feel  like  entre- 
preneurs instead  of  corporate  clones. 


and 


strike  by  the  Newspaper  Guild  .md  the 
pressmen  in  December  1977.  It  seemed 
an  act  of  madness  to  take  a  strike  in  a 
union  town  like  Pontiac,  a  hotbed  of 
United  Auto  Workers.  But  Cap  Cities 
broke  the  strike  because  the  drivers  who 
deliver  the  papers — many  of  them  UAW 
members  working  second  jobs — crossed 
picket  lines. 

In  1978  Cap  Cities  bought  the  '/'iDies 
l.cdcler  in  Wilkcs-Barre,  Penna.,  another 
big  union  city.  The  paper  was  cheap,  in 
part  because  of  a  union  contract  very 
unfavorable  to  management.  Cap  Cities 
tried  to  have  the  contract  changed,  but 
the  unions  wouldn't  budge.  When  the 
contract  expired  in  1978,  the  unions 
struck  and  Cap  Cities  decided  to  publish 
anyway.  The  unions  set  up  a  strike  paper 
that  is  still  in  operation.  The  J'/dil's  Leack'r 
is  losing  around  $3  million  a  year  pretax, 
down  from  $6.4  million  in  the  strike's 
first  full  year. 

In  sharp  contrast  to  its  normal  ap- 
proach. Cap  Cities'  headquarters  is  ac- 
tively involved  in  the  papers.  The  com- 
pany has  hired  a  tough  labor  law  firm. 
King  d<  Ballow  of  Nashville,  to  handle 
newspaper  labor  negotiations.  It  has 
even  transferred  employees  from  its  oth- 
er papers  to  help  put  out  struck  publica- 
tions. That  was  a  factor  in  provoking  the 
newspaper  unions  into  all  but  declaring  a 
iilvicl  against  Cap  Cities. 

The  struggle  could  go  on  for  years. 


The  problem  isn't  money  for  Ca 
Cities — it  could  carry  the  Wilkes-Bari 
strike  forever,  and  barely  feel  it.  Th 
problem  is  that  the  company's  reput; 
tion  as  a  union  buster  has  made  it  hardc 
for  Cap  Cities  to  buy  ma)or  papers.  Whe 
It  first  offered  to  buy  the  employe< 
owned  Hartford  c.o///v/^//  in  1978,  for  e? 
ample,  the  paper  held  out  and  sold  to  th 
Times  Mirror  Co.  instead.  "I'd  rather  1: 
married  to  a  prince  than  a  frog,"  on 
employee  said. 

Murphy  now  says  the  Wilkes-Barr 
purchase  was  the  biggest  mistake  he 
made  at  Cap  Cities.  But,  he  says,  he  fee. 
Cap  Cities  is  correct  in  wanting 
change  work  rules  at  its  papers,  and  th 
Wilkes-Barre  strike  "is  a  price  we're  wil 
ing  to  pay." 

Cable  television  is  the  latest  venture  i 
which  Cap  Cities  is  trying  out  its  mar 
agement  style.  Last  year  Murphy  made 
deal  to  buy  Cablecom-General  from  Ger 
eral  Tire  for  $139  million.  Up  to  now,  th 
company  has  dabbled  in  cable  T' 
with  a  few  small  operations,  an 
Its  cable  division  racked  up  a  pre 
tax  loss  of  $2.5  million  in  I98C 
Cablecom  is  a  much  bigger  deal, 
will  dilute  earnings  a  bit,  mayb 
6%.  Cap  Cities  plans  to  borrow 
about  $100  million  to  swing  th 
deal.  Murphy  seems  uneasy  at  ha\ 
ing  paid  so  much.  "We're  not  goin 
to  throw  any  parties  when  w 
close,"  he  says. 
Murphy  is  a  bit  late  to  the  cable  T' 
game,  but  he'd  rather  get  in  now  tha 
wait  for  prices  to  become  rational,  bt 
cause  they  may  not.  He  remembers  hi 
reluctance  to  add  a  seventh  TV  static 
and  get  up  to  the  legal  limit.  Five  year 
ago,  Murphy  was  complaining  that  T' 
station  prices  were  outrageous.  Toda> 
prices  have  gotten  so  much  more  outr^ 
geous  that  a  1976  purchase  would  loo 
like  a  very  good  deal. 

If  Murphy  wants  to  buy  something 
money  is  no  problem.  Last  year,  Ca 
Cities  generated  $40  million  of  exces 
cash,  after  taking  capital  spending  and  it 
token  20-cent-a-year  dividend  mto  ac 
count.  He  can  run  down  his  cash,  $5' 
million  recently,  to  buy  something,  an^ 
wait  for  the  till  to  fill  up  again.  That' 
what  It's  like  being  the  most  profitabl 
compuiny  in  the  country's  most  profitabl 
industry.  If  there's  nothing  on  the  markc 
that  looks  reasonable.  Murphy  uses  th 
money  to  buy  in  Cap  Cities'  stock. 

A  few  years  ago,  Capital  Cities'  Mut 
phy,  whose  full  name  is  Thomas  Sawye 
Murphy,  got  mail  intended  for  Thoma 
Aquinas  Murphy,  then  GM's  chairman 
The  TV  Murphy  bundled  up  the  CM  mai 
and  sent  it  to  his  "namesake"  with 
note:  "I'm  a  busy  and  important  man,  an' 
I'd  just  as  soon  not  get  your  junk  mail. 
It's  the  only  time  anyone  has  ever  con 
fused  Capital  Cities  with  General  Mo 
tors.  It's  not  likely  to  happen  again.  ■ 
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When  it  comes  to  great  taste, 
everyone  draws  the  same  conclusion. 


"HERE^  SOUTHERN  RAIIWAIT 
FOR  THE  CHEMICAL  INDUSTRY. 

"THE  LONG  AND... 

The  simple  fact  is,  that  the  way  the  energy 
situation  is  today  and,  undoubtedly,  will  be 
tonnorrow,  railroads  make  more  sense  for  long 
hauls  than  trucks  do. 

Because  railroads  are  a  lot  more  energy- 
efficient  than  trucks. 

But  does  that  mean  trucks  will  soon  be 
a  thing  of  the  past  for  the  chemical 
industry?  No.  We  think  trucks 
have  a  very  definite 
place  in  the  future  of 
transportation. 

As  long  as 
trucks  are 
used  in 
the  right 


NSWER  TO  THE  ENERGY  SHORTAGE 


...THE  SHORT  OF  IT" 

The  right  job  for  trucks  is  the  short 
haul  where  the  railroad  begins  and  ends. 

We  believe  so  much  in  this  concept, 
and  its  important  implications  for  the 
future  of  this  country,  that  we've  set  up  a 
system  to  capitalize  on  our  advantage  for 
long  hauls  and  trucks'  advantage  for 
short  hauls.  We've  made  interchange 
agreements  with  over  180  trucking  firms 
all  over  our  route  to  give  you  dock  to 
dock  service  even  when  your  dock  isn't 
on  our  railroad. 

We  think  the  wave  of  the  future  is  to 
have  each  mode  of  transportation  do 
what  it  does  best. 

We  have  the  energy  for  the  long  haul. 


THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


Through  acquisition,  Don  Kendall  has  made 
his  company  as  big  as  archrival  Coca-Cola — 
but  hardly  as  profitable.  With  a  little  bit  of 
luck,  however,  that  could  change. 


The  Pepsi 
regeneration 


PepsiCo  Chairman  Kendall  at  corporate  headquarters 
"The  biggest  small  company  in  the  world." 


By  Stanley  Ginsberg 


IN  HIS  HUGE  ART-CRAMMED  OFFICE  in 
suburban  Purchase,  N.Y.,  Donald 
Kendall,  PepsiCo's  chairman,  sits  in 
a  deeply  upholstered  chair.  Sweeping 
eyebrows  and  a  corona  of  white  hair 
punctuate  his  ruddy  face.  "What  I've 
tried  to  do  with  PepsiCo,"  he  reflects,  "is 
make  it  into  the  biggest  small  company 
in  the  world." 

Call  things  what  you  will,  but  Kendall, 
61,  has  accomplished  much  in  his  18- 
year  tenure.  Corporate  revenues  have 
grown  fromapokey  $219  milhon  in  1963 
to  $6  billion  in  1980;  profits  have  gone 
up  1,600%  to  $274  million.  But  PepsiCo 
is  no  kingdom  unto  itself.  Thanks  to 
Kendall's  aggressive  growth-by-acquisi- 
tion, Pepsi  and  archrival  Coca-Cola  are 
now  nearly  equal  in  total  revenues.  But 
because  many  of  Pepsi's  new  businesses 


are  far  less  profitable  than  soft  drinks. 
Coke  still  outearns  Pepsi  by  over  $150 
million  a  year  and  its  operating  margin  is 
30%  better. 

Can  Kendall  ei  er  match  the  profitabil- 
ity of  the  good  old  boys  in  Atlanta?  Last 
year  Coke's  net  income  was  up  only  1%, 
while  Pepsi  posted  a  10%  increase — 
bringing  the  two  soft-drink  giants  much 
closer  in  terms  of  total  earnings.  Most 
expect  a  new  management  at  Coca-Cola 
to  put  the  bubbles  back  into  its  income 
statement  this  year,  but  in  an  image- 
oriented  business  PepsiCo  clearly  has  the 
advantage  of  momentum. 

However,  there  are  difficult  days  ahead 
for  domestic  soft-drink  marketers.  U.S. 
sales  still  account  for  37%  of  Coke's  bev- 
erage volume  and  60%  of  Pepsi's.  Demo- 
graphics, which  used  to  give  a  boost  to 
the  industry,  are  hardly  favorable  today. 
Teenagers  drink  far  more  soda  per  capita 


than  their  elders,  but  the  under-20  se 
ment  of  the  population  is  no  longer  grov 
ing.  Even  more  worrisome  is  the  thre, 
of  increased  competition.  Philip  Morri 
which  acquired  the  Seven-Up  Co. 
1978,  and  Procter  &  Gamble,  v/hic 
bought  Crush  International  last  year,  ai 
both  moving  into  the  business. 

"Right  now,  we're  in  a  tactical  battle, 
says  John  Sculley,  who  heads  Pepsi's  d( 
mestic  operations,  "and  the  main  wea) 
on  is  price."  Coke  clearly  zapped  Pepsi  i 
January  of  1980  when  it  announced 
shift  to  50%  high  fructose  corn  syru 
smack  on  the  day  of  Pepsi's  annu; 
bottler  meeting.  By  moving  first,  Cok 
tied  up  fructose  supplies  and  as  a  resu 
its  bottlers  saved  money  by  using  HFCI 
while  their  Pepsi  counterparts  paid 
much  as  40  cents  a  pound  in  last  year 
wild  sugar  market.  "We  were  affecte 
more  by  price  discounting  last  year  tha 
ever  before,"  Sculley  notes  glumly.  I 
effect,  the  domestic  soft-drink  busines 
has  become  a  high-stakes  holding  actio 
for  both  Coke  and  Pepsi. 

The  international  market  is  some 
thing  else  entirely.  For  one  thing,  it's 
lot  bigger,  with  current  volume  at  10. 
billion  cases — twice  U.S.  sales.  What' 
more,  overseas  soft-drink  consumptio: 
is  one-sixth  the  per  capita  U.S.  rate.  S 
the  potential  is  vast. 

Right  now,  the  bulk  of  Pepsi's  $95' 
million  foreign  sales  comes  from  a  hand 
ful  of  big  markets — Mexico,  the  Philip 
pines,  Venezuela,  Argentina,  Saudi  Ara 
bia  and  Thailand.  Since  a  reorganizatioi 
four  years  ago,  there  has  been  an  empha 
sis  on  moving  into  Coke's  turf.  "Ou 
priorities  are  West  Germany,  Spain,  Ja 
pan,  Nigeria  and  the  U.S.S.R.,"  says  Pep 
siCo  International  President  Rober 
Beeby.  "We're  hungrier  than  Coke,"  ht 
explains.  "We're  looking  for  incrementa 
income,  while  Coke  has  to  go  on  tht 
defensive  to  protect  its  established  mar 
ket  share." 

PepsiCo's  international  volume  ha; 
been  growing  at  nearly  10%  a  year.  Al 
though  last  year's  recession  and  cold 
rainy  summers  in  Europe  and  Japan  put  £ 
severe  dent  in  sales,  they  hurt  Coke  sales 
even  more.  Still,  lower  overseas  tax  rates 
mean  fat  margins — 14%  last  year,  vs 
10%  for  domestic  business.  "We  sell  con 
centrate,"  Beeby  grins,  "and  the  onl> 
things  more  profitable  than  concentrate 
are  rock  music  and  prostitution." 

Foreign  markets  aside — and  Coke  is 
not  going  to  roll  over  and  play  deac 
there — Pepsi  has  another  arrow  in  its 
quiver,  one  that  could  help  it  close  the 
profitability  gap  against  Coke.  Since 
1978,  Frito-Lay,  which  commands  at 
least  40%  of  the  U.S.  salted  snack-foods 
market,  has  posted  better  operating  mar- 
gins than  Pepsi's  soft-drink  operations.  It 
racked  up  $1.8  billion  in  sales  last  year— 
a  21%  increase  over  1979 — while  its  op- 
erating profits  of  $246  million  shot  up  an 
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rough  our  four  divisions,  we've  been  delivering  a 
whole  spectrum  of  technologies  to  U.S.  space  programs 
right  from  the  first  countdowns.  Fact;  Singer  has 
made  significant  contributions  to  virtually  every  space 
vehicle  launched  by  NASA. 

Today,  The  Space  Shuttle 
Orbiter  is  relying  on  three  in- 
ertial  measurement  units 
^  ^  created  by  our  Kearfott  Division. 

on  board,  Kearfott  ad- 
ced  digital  multiplex  systems, 
y  element  in  the  shuttle's 
avionics  complex. 

The  Link  Division  of  Singer 
a  critical  role  by  supplying  the  Shuttle  MIs- 
in  Simulator  and  backup  for  training  both  flight  and 
ound  crews  in  all  phases  from  launch  through  landing. 
If  it's  out  there,  quite  likely  one  company  has  some- 
thing riding  on  It.  Singer, 


Do  you  know  a  company  that  has 
this  much  riding  on  the  Space  Shuttle? 


#  #  ♦ 


even  steeper  26%.  "We've  been  expect- 
ing a  disaster  for  years,"  says  Fri to-Lay 
President  I).  Wayne  Calloway.  "Instead, 
our  tonnage  has  grown  3%  annually 
since  1970.  It  was  up  6%  last  year." 

Pepsi  and  Fnto-Lay  merged  their  stock 
in  1965,  after  Kendall  met  founder  Her- 
man Lay  at  a  grocer's  convention  in  Mi- 
ami. The  basis  of  Frito-Lay's  success  is  a 
10,000-employee  truck-to-store  distribu- 
tion system  "that  has  enabled  the  com- 
pany to  become  a  national  force  in  an 
essentially  regional  business,"  says  Leh- 
man Brothers  analyst  john  Maxwell. 
Last  year  alone,  Fnto-Lay  added  over  700 
new  routes,  and  so  far  it  has  sustained 
such  growth  without  cutting  margins.  As 
energy  costs  have  risen,  productivity 
gains  have  offset  them.  "Even  a  minor 
packaging  change,"  Calloway  says,  "can 
save  us  $5  million  a  year." 

Americans,    however,    can  stomach 
only  so  many  Fritos  and  potato  chips. 
That's  why  Fnto-Lay  last  year  bought 
Grandma's  Cakes,  a  $29  million-a- 
year  manufacturer  of  packaged 
cookies  and  cakes.  The  ratio 
nale  is  obvious:  Like  salted 
snacks,  baked  goods  are  per- 
ishable impulse  purchases 
that  are  best  sold  through 
a  truck-to-store  distribu- 
tion system.  But  moves 
that  seem  obvious  at  the 
outset    aren't  always 
sure  winners.  Look  at 
PepsiCo's  checkered 
record  in  fast  foods. 

"Thank  Cod  we  were 
able  to  find  Don 
Smith,"  Kendall  sighs.  He's 
talking  about  the  40-year-old 
marketing  man  whose  alchemy 
turned  hamburgers  into  gold  at  Pills- 
bury's  Burger  King.  Last  May  Pepsi  lured 
him  to  run  its  food  services  division, 
which  included  the  troubled  Pizza  Hut 
chain.  In  1977,  when  Kendall  bought  the 
business  for  over  $300  million  in  stock. 
Pizza  Hut  made  $52  million  on  sales  of 
nearly  $400  million.  Last  year  operating 
profits  were  half  as  much  on  revenues  of 
over  $500  million. 

Smith's  predecessor.  Pizza  Hut 
founder  Frank  C^arney,  was  apparently 
too  interested  in  expanding.  "Virtually 
all  the  growth  came  from  new  franchise 
fees— 200  in  1979  alone,"  says  Smith, 
who  is  now  comfortably  ensconced  just 
down  the  hall  from  Kendall.  "He  didn't 
pay  enough  attention  to  consolidating 
the  business."  Before  Smith  came  along, 
per-store  volume  in  the  2,000-plus  com- 
pany-run outlets — half  of  the  total — stag- 
gered along  at  $246,000,  while  the  indus- 
try averaged  $435,000  last  year. 

Armed  with  a  capital  budget  that  may 
reach  $100  million  by  1983,  Smith  has 
begun  a  large-scale  housecleaning. 
"Technology  gave  Burger  King  and 
McDonald's  the  competitive  edge,"  he 


says.  "It  will  do  the  same  for  Pizza  Hut." 
Already,  he  speaks  enthusiastically  of  a 
pizza  that  takes  only  5  minutes  to  pre- 
pare r.s'  20  minutes  now.  Smith  has  also 
begun  refurbishing  the  rundown  outlets, 
and  he  is  testing  new  items  like  Italian- 
style  specialty  sandwiches. 

So  far,  so  good.  But  Smith  is  still  a  long 
way  from  boosting  operating  margins  to 
the  2070  levels  of  McDonald's.  Neverthe- 
less, fast  food  can  be  even  more  profit- 
able than  soft  drinks — and  this  potential 
could  bring  a  real  earnings  attack  on 

Still  a  Coke  world 

Coke's  foreign  soft-drink  sales  of  $2.4 
billion  are  tar  larger  than  Pepsi's,  and 
its  bottlers  are  everywhere.  "We're 
hungrier,"  says  a  Pepsi  exec.  "Coke  has 
to  defend  its  market  share.  We're  after 
bigger  earnings."  Can  Coke  hold  on? 


Coke.  The  fact  that  Smith  boosted  Pizza 
Hut's  volume  by  10%  during  the  last  half 
of  1980  has  recently  helped  PcpsiCo's 
stock  performance.  The  company's  share 
price  is  now  close  to  its  1978  high.  "I'm 
convinced  that  Pizza  Hut  is  already 
turned  around,"  says  Lehman  Brothers' 
Maxwell,  echoing  Wall  Street  sentiment. 

Kendall's  other  fast-food  operation, 
Taco  Bell,  is  in  much  better  shape.  A 
smaller,  more  concentrated  operation — 
virtually  all  of  its  1,300  outlets  are  locat- 
ed in  the  South  and  Southwest — it  has 
considerable  room  for  expansion.  "Mexi- 
can food  is  the  natural  low-cost  altema- 
tive  to  hamburgers,"  Smith  asserts  en- 
thusiastically despite  last  year's  reces- 
sion-flattened sales.  He  aims  to  double 
PepsiCo's  $873  million  in  fast-food  rev- 
enues by  1983,  though  Smith  doubts  that 
he  will  reach  Kendall's  goal  of  a  15% 
return  on  assets. 

PepsiCo's  two  remaining  business  seg- 
ments are  clearly  in  trouble:  sporting 
goods  and  transportation.  Wilst)n  Sport- 
ing Goods,  acquired  in  1970,  is  a  big 


factor  in  tennis  and  golf.  But  unfortu 
nately,  both  of  those  markets  are  rela 
tively  somnolent.  Last  year  Wilson  gen 
crated  only  $11  million  in  operatin; 
earnings  on  $230  million  in  sales;  evei 
that  was  twice  its  1979  profitability 

PepsiCo  moved  into  transportation  ii 
1968,  when  Kendall  saw  opportunities  U 
car  and  truck  leasing.  Part  of  the  package 
was  North  American  Van  Lines,  an  es| 
tablished  household  mover  with  rev 
enues  of  $90  million.  Expansion  intc 
computer  hauling  helped  bring  earning: 
gains,  but  the  real  problems  began  wher 
Kendall  made  a  second  transportation  ac 
quisition.  In  1976  he  paid  $50  million  fo 
Lee  Way  Motor  Freight,  a  $130  million 
a-year  common  carrier. 

Kendall  lets  his  number  two  man.  An 
drall  Pearson,  talk  about  the  problem; 
here.  Pearson,  a  former  McKinsey  6^  Coi 
partner,  became  Pepsi's  president  ano 
chief  operating  officer  in  1970.  "Com 
mon  carrier  trucking  is  an  even  bigge; 
non  sequitur  to  our  basic  businessc! 
than  sporting  goods,"  he  sayj 
grimly.  "Soft-drink  and  snack 
food  marketing  happens  tc 
be  truck-based,  but  truck 
ing  is  a  business  thai 
needs  limited  marketing 
support.  Management 
can't  be  conceptual — ii 
has  to  be  hands-on." 

Overambitious  expan 
sion  at  Lee  Way  in  \977 
and  1978  created  negligi 
ble  profits,  which  tumeo 
into  a  loss  in  1979.  Bui 
last  year  a  thorough  man 
agcment  shakeup  and  settle 
ment    of   a  six-month-long 
strike  enabled  Lee  Way  to  gener 
about  $4  million  in  operating 
"We're  evaluating,"  says  Pear 
son,  "and  we  can  still  get  out." 

Overall,  PepsiCo  is  a  mixed  bag.  But 
soft-drink  problems  will  be  piling  up  at 
Coke  just  when  Kendall  may  reap  b 
rewards  from  his  food  operations.  II 
Frito-Lay  doesn't  falter,  it  should  contin 
ue  to  outperform  Pepsi's  beverage  oper 
ations  and  could  be  the  corporation's 
largest  income  producer  by  the  end  of  the 
decade.  At  the  same  time,  a  turnaround 
could  double  operations  margins  at  Pizza 
Hut  and  Taco  Bell.  That  would  leave 
PepsiCo  with  three  profit  centers  rough- 
ly equal  in  size  and  performance.  With 
savvy  divestitures,  Kendall's  company  is 
well  poised  for  the  future. 

The  point  is  this:  At  a  time  when  the 
soft-dnnk  business  is  fast  losing  its  fizz, 
PepsiCo  has  gone  far — and  weathered 
several  costly  mistakes — in  handling  the 
awkward  transitions  of  diversification. 
Coke  hasn't.  Since  Coca-Cola's  shares| 
have  long  commanded  a  premium  earn- 
ings multiple  over  those  of  its  archrival, 
Wall  Street's  reappraisal  could  mean  big 
money  for  PepsiCo  stockholders.  ■ 
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INTIMEITS 
PRICE  WILL  SEEM 
INSIGNIFICANT 
IN  THE  FACE  OF 
ITS  VALUE. 


There  are  very  few 
things  today  still  being 
made  to  uncompromis- 
ing standards  of  quality. 
This  is  one  of  them.  The 
Bertone  Coupe  by  Volvo. 

Examine  its  exterior 
and  you  notice  immedi- 
ately that  the  doors  fit 
perlectly  and  the  finish  is 
flawless.  This  is  because 
the  Bertone  Coupe  is  not 
merely  assembled.  It's 
hand-crafted.  A  distinc- 
tion it  shares  with  only 
the  world's  most  revered 
automobiles. 

Inside  glove-soft 
leather  that's  hand-fitted 
and  stitched  over  every 
will  convince  even 
nosl  ardent  skeptic 
superior  workman- 
is  not  a  thing  of  the 

However,  you 
n't  acquire  a  Bertone 
3c  to  own  a  car  of 
remarkable  quality 
Volvo  will  admir- 
suffice. 

In  fact, Volvos  are 
ell-made  their  aver- 
life  expectancy  is 
V  up  to  18.7  years  in 
;den. 

Of  course  if  you  de- 
j  to  invest  in  a  Volvo, 
I'll  need  a  respectable 
1.  But  in  return  you'll 
something  that's  hard 
»ut  a  price  on.  A  car 
I'll  come  to  value. 

voi;vo 

iryou  can  believe  in. 
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Another  Tenneco  Venture: 


jlENNECO^ 


New  Mexico's  San  Juan  Basin. 

In  1981,  we'll  continue  exploring 
this  huge  natural  gas  field  by  drilling 
a  new  well  every  88  hours. 


The  San  Juan  Basin  is  an  area  of  some  3,000 
square  miles  near  [he  "Four  Corners"  where 
Arizona,  Colorado,  New  Mexico  and  Utah 
meet.  It  contains  one  of  the  nation's  biggest 
natural  gas  fields,  a  prehistoric  sea  floor  in 
which  huge  deposits  are  trapped  more  than  a 
mile  below  the  rugged  surface. 

Tenneco  is  a  major  natural  gas  producer 
in  this  prolific  area,  with  interests  in  3,000  wells 
and  leasehold  rights  on  350,000  acres.  Last 
year,  we  drilled  85  new  wells  here;  this  year, 
we'll  drill  100  more,  or  one  every  88  hours,  at  a 
cost  of  about  $20  million. 

Tenneco's  gas  production  from  these 
wells  now  equals  the  daily  needs  of  492,000 
homes.  And  as  new  wells  are  completed,  they 
will  add  to  the  nation's  supplies  of  this  clean 
fuel  and  help  reduce  our  dependence  on 
expensive  imported  oil. 

Our  growing  activities  in  the  San  Juan 
Basin  are  just  a  part  of  Tenneco's  overall 
strategy  of  intensified  exploration  for  domestic 
energy.  We've  emphasized  the  search  for 
natural  gas  because  we  operate  one  of  the 
nation's  largest  gas  pipeline  systems.  Since 
the  oil  embargo  of  1973,  we  have  increased 
our  energy  investments  fivefold.  In  1980,  we 
invested  over  $1  billion  on  energy  activities. 


more  than  double  the  profits  of  the  entire  cor- 
poration in  the  previous  year  This  year  we'll 
spend  even  more,  probably  $1.5  billion. 

Tenneco  is  active  in  all  the  major  energy 
areas  of  the  United  States,  both  onshore  and 
offshore.  We  are  a  leading  producer  of  natural 
gas  in  the  Gulf  of  Mexico.  In  other  offshore 
areas,  we  have  discovered  oil  and  natural  gas 
in  the  Baltimore  Canyon  off  New  Jersey,  and 
have  interests  in  15  tracts  in  the  Georges  Bank 
off  New  England  and  three  in  the  Beaufort  Sea 
off  Alaska. 

Onshore,  we  hold  more  than  six  million 
acres  of  leases  and  fee  lands  in  promising 
areas  across  the  nation. 

Tenneco  is  also  working  to  develop 
energy  from  non-conventional  sources,  such 
as  natural  gas  from  coal  and  oil  from  shale. 

Although  energy  contributes  about  three- 
quarters  of  Tenneco's  income,  we  continue  to 
provide  other  basic  needs,  like  food,  construc- 
tion and  farm  equipment,  chemicals,  ships, 
automotive  components,  packaging,  and 
insurance. 

That's  Tenneco  today:  growing  in  energy 
. . .  and  more. 

For  more  information  about  Tenneco,  write  to 

Dept.  F-1,  Tenneco  Inc.,  P.O.  Box  2511,  Houston,  TX  77001. 
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Ricoh  pioneered  the  U.S.  small  copier  market 
under  someone  elses  name.  Now  it  wants  to 
have  that  market  for  its  own  label,  but  want- 
ing and  getting  are  a . . . 


Different  story 


By  Atsuko  Chiba 
and  Kathleen  K.  Wiegner 

It's  become  a  familiar  tale.  Japa- 
nese high-tech  company  invades 
America  with  a  low-cost,  high-qual- 
ity product  and  blows  the  competition 
away.  This  time  around,  the  Japanese 
giant  is  Ricoh,  perhaps  the  best  maker  of 
small  copy  machines  in  the  world.  Never 
heard  of  Ricoh?  Well,  first  a  word  about 
Ricoh,  then  a  possible  twist  to  the  usual 
story. 

Even  though  Ricoh  is  a  billion-dollar 
Japanese  copier  giant,  it's  almost  un- 
known in  the  U.S.  You  probably  will 
not  see  a  Ricoh-marked  copier  in  the 
$750  million-a-year  American  small 
copy-machine  market.  At  least  that's 
the  way  it  looks. 

But  remember  the  little  Savin  machine 
that  took  the  American  market  by  storm 
in  the  latter  half  of  the  Seventies?  It  was 
made  by  Ricoh.  Savin  sells  the  Ricoh- 
made  machine  here,  and  Nashua — an- 
other American  company — sells  it  in 
much  of  the  rest  of  the  world,  hi  small 


copiers,  which  today  have  similar  fea- 
tures and  prices,  the  three  critical  factors 
are  reliabilty,  reliability  and  reliability.  A 
look  at  Savin's  and  Nashua's  sales  charts 
over  the  last  five  years  should  convince 
even  the  most  skeptical.  Ricoh  clearly 
knows  how  to  make  one  heck  of  a  copy 
machine. 

Though  building  a  reliable,  low-cost 
copier  may  sound  simple  enough,  it's 
not.  Take  the  case  of  IBM.  After  suffer- 
ing through  a  horrendous  series  of  prob- 
lems, IBM  gave  up  and  signed  a  deal  to 
sell  Minolta-made  copiers  under  the  IBM 
name.  Meanwhile,  Savin  and  Nashua  are 
struggling  to  manufacture  their  own 
small  machines. 

Ricoh's  potential  is  enormous.  Under 
its  own  name  in  Japan  it  has  placed  41% 
of  all  plain-paper  copiers  installed.  In  the 
U.S.,  mighty  Xerox  tried  cutting  into 
sales  of  Savin's  Ricoh-made  machine 
two  years  ago.  Thus  far  the  only  cutting 
frustrated  Xerox  has  done  has  been  in  its 
own  prices.  Savin  is  still  first  in  the  num- 
ber of  small  copiers  sold. 

But  back  to  that  old  familiar  story. 


Now  that  Savin  and  Nashua  must  try 
manufacture  their  own  machines,  tl 
door  is  open  for  Ricoh  to  invade  the  U. 
market  under  its  own  name,  beginnii 
in  full  force  in  1983.  So,  as  the  clici 
goes,  here  comes  Ricoh.  But  this  tin 
around  the  shootout  may  not  turn  oi 
like  the  old  B  Western  where  the  b 
fellow  walks  into  the  bar  and  everyoi 
dives  for  cover. 

Ricoh  (1980  sales,  $1.05  billion;  n 
$57  million)  faces  several  difficult  hu 
dies.  Unlike  fellow  Japanese  copier  ma 
ers  such  as  Canon,  Sharp,  Minolta  ar 
Toshiba,  Ricoh  hasn't  prepped  tl 
American  market  with  a  barrage  of  nan 
identification  for  consumer  products 
massive  advertising  for  cameras,  calcul 
tors  or  TV  sets— despite  the  fact  th 
Ricoh  is  a  popular  seller  of  cameras  ai 
watches  in  Japan. 

Another  roadblock  is  heated  compel 
tion,  the  kind  that  didn't  exist  six  yea 
ago  when  Savin  bowled  over  the  U. 
market  with  its  Ricoh  machine.  In  19] 
there  wasn't  any  competition  to  spei 
of.  Today  at  least  a  dozen  small  machii 
makers  are  slugging  it  out  in  the  U.J 
including  Xerox  (selling  a  copier  deve 
oped  by  Japan's  Fuji  Xerox),  IBM  (sellii 
Minolta  copiers).  Canon,  Toshiba,  Mi 
olta  and  Sharp.  With  intense  compet 
tion  comes  price  wars.  Xerox  kee] 
dropping  prices  of  its  2300  tabletop  m 
chine  that  sold  for  $3,800  two  years  ag 
Today  the  same  machine  sells  for  und 
$3,000. 

Although  Japanese  manufacturers  st: 
enjoy  healthy  margins  because  of  the 
low-cost,  high-volume  production,  a  de 
perate  price  war  would  squeeze ^/.>«>'  m£ 
gins  as  well.  There  is  also  a  real  conce 
about  whether  the  American  small  cof 
er  market,  which  grew  40%  in  terms 
shipments  last  year,  might  be  headt 
toward  saturation.  "The  market  is  st: 
exploding,"  frets  one  analyst,  "but  the 
is  a  fear  we  may  be  heading  toward  a  C 
phenomenon.  One  day  copier  sales  cou 
just  fall  over  a  cliff." 

Nevertheless,  Ricoh  is  determined 
make  its  mark  outside  Japan.  "Establis. 
ing  the  Ricoh  brand  image  overseas  is 
must,"  says  Takeshi  Ouye,  Ricoh's  6 
year-old  president.  Ricoh  already  has 
manufacturing  plant  in  California  tur 
ing  out  5,000  copiers  a  month  for  Savi 
plus  two  research  operations  up  in  nort. 
ern  California's  Silicon  Valley.  La 
spring,  Ricoh  showed  up  at  German> 
Hanover  trade  fair,  the  mecca  for  offii 
equipment  manufacturers,  with  a  da 
zling  array  of  products.  These  include 
everything  from  editing  systems  to  a  1 
ser-beam-intelligent  copier  that  not  on 
copies  but  also  draws  charts  and  receiv' 
facsimile  messages.  Ricoh  was  the  hit 
the  show. 

After  its  big  splash  in  Hanover,  obser 
ers  have  been  disappointed  at  how  slow 
Ricoh  moved  to  follow  up  on  its  succes 


Ricoh  's  ri  6200  copier 

A  powerhouse  in  Japan  looking Jbr  its  own  niche  in  the  V^.  market. 
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No  matter  where  you  buy 
life  insurance 

this  free  booklet 
could  save  you  money. 


Sending  for  this  free  booklet  may  be  one 
of  the  most  important  decisions  you'll 
ever  make  about  life  insurance.  Read  it 
and  you'll  be  able  to  weigh  and  compare 
the  benefits  of  the  various  types  of 
policies.  You'll  learn  how  they  can  be 
made  to  fit  your  particular  needs  and  the 
amount  you  can  afford. 

So,  when  you  come  to  the  point  of  talk- 
ing to  an  agent... ours  or  any  other 
company's. . .you  can  assist  him  in 
developing  a  program  that  will  provide 
maximum  protection  and  security  for 
your  premium  dollars. 

Basic  types  of  policies  are  explained  in 
plain-talk  — term,  whole  life,  and  very 
importantly,  the  new  Adjustable  Life.  The 
particular  advantages  of  each  are  pointed 
out  and  illustrated.  Just  about  everything 
most  people  need  to  know  to  make  a 
sound,  considered  judgement  about  a 


well-insured  future  is  included.  Actually,  after  reading 
it,  you  may  not  be  an  expert  but  you  will  know  enough 
to  keep  from  making  serious  mistakes.  This  booklet 
is  part  of  The  Bankers  Life  continuing  program  of 
consumer  education  and  is  yours  for  the  asking.  We're 

confident  that  it  will  help  you 
buy  life  insurance  more 
wisely  no  matter  which  com- 
pany you  choose  to  handle 
your  business. 

Should  you  wish  to  discuss 
a  program  with  an  agent  of 
The  Bankers  Life  you'll  find 
him  listed  in  the  Yellow 
Pages.  In  any  event,  we  want 
you  to  have  this  valuable 
booklet,  so  take  a  minute 
and  mail  the  cou- 
pon below. 


The  Bankers  Life, 
Consumer  Services 
Des  Moines,  Iowa  50307 

Please  mail  me  your  free  booklet  "A  consumer's 
guide  to  buying  life  insurance." 


THE  BANKERS  LIFE 

BANKERS  LIFE  COMPANY   DES  MOINES,  IOWA  50307 
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Rkob  '>  I 'resident  Takeshi  Ouye 
"Establishing  Ricoh  abroad  is  a  must. 


Its  first  copier  under  its  own  name  isn't 
due  on  the  U.S.  market  until  spring  of  this 
year,  and  even  then  its  introduction 
will  be  more  of  a  positioning  move 
than  a  real  push.  "It  takes  tirqe  and 
money  to  form  a  sales  network  and  to 
provide  good  service,"  says  Ricoh's 
Ouye.  "We  won't  rush."  The  point  is, 
while  Ricoh  has  3,000  sales  outlets  in 
Japan  and  13  service  centers,  it  has 
none  in  America.  That's  a  major  prob- 
lem. What  Ricoh  has  to  do  is  bring  m  a 
copier  with  enough  sales  pizzazz  to 
persuade  American  dealers  to  make 
room  on  shelves  now  loaded  with  Can- 
ons, Savins  and  Minoltas.  Although  the 
copier  Ricoh  sells  in  Japan  is  as  good  as 
anything  sold  in  the  U.S.,  Ricoh  will 
have  to  come  up  with  something  better 
to  break  into  the  U.S.  convincingly. 

The  stakes  go  beyond  the  copier  mar- 
ket. Ricoh  would  like  to  push  an  entire 
line  of  office-automating  products,  from 


word  processors  to  small  computers.  1 
copier  is  to  be  its  calling  card.  But 
the  automated  office,  companies  su( 
as  IBM  and  Xerox  are  way  ahead 
Japan,  largely  because  of  their  edge 
computers  and  software.  Minolta  mj 
have  the  right  idea — make  classy  loi 
cost  boxes  and  let  IBM  handle  sales  ai 
software. 

If  Savin  and  Nashua  can't  produce 
successful  machine,  they  could  extei 
their  contracts  with  Ricoh.  But  th 
are  trying  to  avoid  that.  Ricoh  revisi 
the  Savin  and  Nashua  contracts  back 
1979  because  it  wanted  a  piece  of  tl 
market  for  itself.  "Ricoh  changed  £ 
the  rules  on  how  much  it  costs  to  mal 
a  reliable  copier,"  says  David  Jorgense 
a  senior  vice  president  with  the  mark 
research  firm  Dataquest.  But  whether 
can  now  become  a  big-time  player 
the  game  it  set  in  motion  is  a  differe: 
story.  ■ 


Just  about  everything  that  could  have  gone  wrong  for  Grumman  ha 
gone  wrong  in  the  past  decade.  But  Jack  Bierwirth  will  tell  you  tha. 
Grumman  is  doing  better  than  most  bus  riders  think. 


The  darkness 
before  dawn 


By  Subrata  N.  Chakravarty 

IF  EVER  A  MAN  COULD  Understand 
how  Job  felt,  it  would  have  to  be 
Grumman  Chairman  John  C.  Bier- 
wirth. Just  after  he  arrived  as  chief  finan- 
cial officer  in  1972,  after  15  years  at 
National  Distillers  &  Chemical  Corp., 
Grumman  walked  into  a  propeller  over 
its  fixed  price  contract  for  the  F-14  fight- 
er plane.  Locked  into  a  contract  calling 
for  3<7r  annual  inflation  adjustments 
Grumman  was  hit  with  far  higher  cost 
increases.  The  company  almost  went 
bankrupt  and  finally  took  some  $88  mil- 
lion in  losses.  Bailed  out  by  the  Shah  of 
Iran,  who  bought  80  F-I4s  and  gave 
Grumman  a  loan  to  make  them,  the 
company  then  got  tangled  in  allegations 
of  improper  overseas  payments.  The 
Shah  was  ousted,  depriving  Grumman  of 
its  only  foreign  buyer  of  F-14s.  Strapped 
for  cash,  Bierwirth  was  forced  to  sell  off 
his  most  promising  and  profitable  diver- 
sification,   Grumman    American  Avi- 


ation— makers  of  the  Gulfstream  execu- 
tive jet.  Finally,  late  last  year,  the  maker 
of  what  is  still  the  world's  most  techno- 
logically advanced  fighter  plane  was  em- 
barrassed by  heavy  publicity  over  basic 
structural  defects  in  its  Flxible  870  city 
bus,  its  principal  diversification. 

For  years  Jack  Bierwirth  has  been 
struggling  to  get  half  Grumman's  earn- 
ings ($31  million  in  1980  on  sales  of  $1.8 
billion)  from  nondefense  business.  In 
1980,  with  a  stable  of  four  aging  Navy 
aircraft  (the  F-14,  at  ten  years,  is  the 
youngest),  Bierwirth  seemed  further 
away  from  his  goal  than  ever.  Over  the 
past  five  years,  the  diversifications  have 
run  up  a  staggering  $80  million  in  losses 
before  taxes  and  interest  charges. 

So  Grumman  is  in  deep  trouble,  right? 
Well,  not  precisely.  Despite  the  losses  on 
diversification  and  the  $7  million  write- 
off for  bus  repairs,  Grumman's  earnings 
from  continuing  operations  are  the  high- 
est in  Its  history,  a  remarkable  jump  of 
almost  607c  over  1979. 


The  surprising  strength  of  aerospai 
sales  is  certainly  a  major  factor  in  th 
recovery.  But  equally  important  is  tl 
fact  that  Grumman  is  finally  beginnii 
to  get  its  diversifications  under  contrc 
Take  the  Flxible  bus  division,  for  exan 
pie.  In  1979  it  lost  $16.1  million  befo; 
taxes.  Last  year  it  lost  less  than  $1  mi 
lion  from  operations. 

Besides  buses  Grumman  has  divers 
fied  •  into  everything  from  aluminu: 
vans,  canoes  and  runabouts  to  fire  e 
gines,  cruising  sailboats,  computer  se 
vices  and  an  electronics  business.  Th« 
are  profitable — although  since  they' 
tiny,  the  profits  are  tiny  also.  Still,  the 
help  mitigate  the  losers. 

Among  the  losers  has  been  Grur 
man's  effort  in  solar  energy.  Using  pr 
prietary  heat  exchanger  technology  d 
veloped  for  its  work  on  the  lunar  modul 
Grumman  began  making  solar  hot  wat 
heaters.  But  the  public  was  not  ready  f< 
solar  water  heaters.  Last  year  Grummi 
lost  $5  million  on  sales  of  around  S 
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Video: 


JVC  gives  you  a  multiple  choice. 


Video  IS  no  longer  a  mysterious  new 
nedium.  Thousands  of  businesses  are  using 
t  to  make  their  operations  more  efficient,  their 
;ommunications  more  dynamic.  The  appli- 
;ations  are  virtually  endless,  and  the  choices 
ire  many 

JVC,  a  company  that's  built  its  business 
)n  Business,  has  the  choice  of  products 
ind  the  experienced  dealers  to  help  you 
)ring  the  benefits  of  video  to  your  company 
n  a  cost-efficient  manner 

Color  cameras,  recorders,  players,  men- 
tors editing  systems  ,  .JVC  has  a  choice  of 
all  of  them.  A  choice  of  sizes,  a  choice  of 
eatures  to  meet  your  requirements 

And,  |ust  as  important, 
IVC's  Professional 
/ideo  Dealers  are  true 
professionals  They 
jpecialize  in  business 
jses  of  video,  not 
;ntertainment.  So  you 
;an  trust  them  to  give 
'ou  practical  advice, 
)ased  on  years  of  ex- 
perience with  com- 
panies of  all  sizes. 


r 


us  JVC  Cor p  Dept  F  3/ 1 6/8 1 

41  Slater  Drive,  Elmwood  Park,  New  Jersey  07407 

□  Please  have  a  representative  call 

□  I  dpn't  want  to  talk  yet.  Just  send  literature. 


Title  

Company- 
Address  


City— 
State- 


.Zip_ 


Phone- 


Start  profiting  from  video  now.  Talk  to 
a  JVC  Dealer  Ask  for  our  useful  application 
bulletins.  Or  send  for  our  handy  folder  that 
describes  the  full  line  of  JVC  Professional 
Video  Products  Return  the  coupon,  or 
phone  toll-free:  800-821-7700,  Ext.  7005 
(In  Missouri:  800-892-7655,  Ext.  7005) 


Your  choice. 
Nouuj^n 

us  JVC  CORP 


TV  Reception  Simulated 
©  1980  US  JVC  Corp 


AMF  TODAY  LEISURE'S  NOT  OUR  ONLY  GAME. 

WFRE  HELPING 

THEWORUrS 

ENERGY  PRODU 
GETBEnER 

MUEAGL 
FROMTHB 


owner  over  $10,000  a  day.  And 
one  of  the  major  causes  of  pro- 
duction breakdown  is  pipe  failure.  But  thanks  to 
AMF  Tuboscopef  energy  producers  all  over  the 
world  are  getting  more  mileage  from  their  oilfield 
pipe  and  production  tubing  than  ever  before. 


For  over  40  years,  AMF  Tuboscope  has  been 
he  world  leader  in  supplying  technologically 
advanced  inspection  and  coating  services  for 
Dilfield  tubulars. 

Today  these  services  include  the  latest  in 
jlectromagnetic,  ultrasonic,  and  gamma  ray 
devices  to  detect  pipe  flaws  and  improve  reliability. 
\mong  them,  too,  is  a  complete  range  of 
:orrosion-resistant  coatings  that  extend  pipe  life 


and  help  prevent  multi-million 
dollar  failures  in  wells  that  can 
run  as  deep  as  5V2  miles  into 
the  ground. 

And  now,  working 
from  more  than  100  senyice 
locations  worldwide,  AMF 
Tuboscope  is  providing  these 
and  other  specialty  services 

tnthedrillinn  nrndiirinn  Unretouched  photo  of  a  coup- 

lU  II  le  ur  Mill  ly ,  pruuuoil  ly ,  segment  of  coated  and 

and  pipeline  industries,  uncoated  23/8"tubing  recovered 

u  i„    —  iu       i          i     i.  from  an  oil  well  after  8  years  of 

helping  them  to  protect  service  uncoated  length  failed 

investments  and  increase         f^' workover  but  amf 

.  .  Tuboscope  coated  segment 

productivity.  showed  no  corrosion  damage 

This  is  Tuboscope  today,  part  of  AMF  today. 
Energy  Services  and  Products,  Specialty 
Materials,  Electronic  Controls  and  Systems, 
and,  of  course,  America's  leader  in  the  leisure 
field.  All  growing  in  importance,  revenues, 
and  profits. 

For  more  information  about 
AMF  today,  write  us  at  AMF; 
Dept  100, 777  Westchester 
Avenue,  White  Plains, 
New  York  10604. 


AND YOU THOUGHT 
ALLWE  MADE  WERE  WEEKENDS. 


DAIVIF  IncorDorated.  1981 


(iniiHiiitm  (  iHiinium  jdhii  r,  liicriiirlh 
"Licking  a  problem  is  what  counts." 

million.  It  has  now  cut  back  sharply  on 
marketing;  and  turned  the  effort  over  to 
the  dealers.  Bierwirth  hopes  solar  energy 
will  he  profitable  in  1981. 

Another  trouble  spot  is  the  Dormavae 
contamer  Food  placed  in  a  humidity 
controlled  "dormant  vacuum"  that  re- 
tards spoilage  could  be  shipped  long  dis- 
tances without  freezing.  So  far,  however, 
business  has  been  disappointing.  l>)rma- 
vac  lost  over  $,S  million  in  1980  and  is 
likely  to  do  as  badly  this  year. 

The  heaviest  loser  has  been  the  waste 
treatment  business,  hi  1976  Grumman 
got  a  license  from  the  West  German  firm 
VKW  to  build  plants  to  convert  solid' 
waste  into  electricity.  Unable  to  drum  up 
any  business,  Bierwirth  gave  up  the  li- 
cense last  year,  but  not  before  he  had 
managed  to  get  himself  into  another  hole 
by  taking  orders  for  liquid  waste  treat- 
ment plants.  Says  Senior  Vice  I^resident 
for  Finance  Robert  G.  Freesc,  "We  have 
proven  conclusively  that  we  know  noth- 
ing about  construction." 

Although  It  stopped  bidding  on  proj- 
ects in  1979,  losses  from  cost  overruns 
arc  still  flowing  through.  Last  year 
Grumman  lost  over  $16  million  on  rev- 
enues of  $13.5  million.  This  year,  howev- 
er, the  los.ses  will  tail  off  sharply  to  $2 
million  as  the  last  project  ends. 

Finally,  there  is  the  $300  million  (sales) 
Flxible  division  of  Rohr  Industries  that 
Bierwirth  bought  in  1978  because  he  be- 
lieved buses  would  be  a  major  response  to 
the  energy  crisis.  The  use  of  lightweight 
metals  and  prefabricated  methods  of  as- 
sembly lowered  production  costs  about 
30%,  which  has  enabled  Grumman  to  be 
low  bidder  on  a  majority  of  contracts.  The 
federal  government,  which  pays  80%  of 


the  cost  of  a  city  bus,  has  a  rule  that  the 
contract  must  go  to  the  low  bidder  So  last 
year  Grumman  got  almost  3  times  as 
many  orders  as  General  Motors,  the  only 
other  U.S.  maker  of  city  buses. 

As  the  production  time  declines  with 
experience,  the  bus  will  become  profit- 
able. It  would  be  now  were  it  not  for  the 
highly  publicized  structural  problems, 
which  cost  Grumman  a  New  York  City 
order  worth  over  $,S0  million.  If  the  bus 
division  becomes  profitable  this  year, 
along  with  solar  energy,  and  if  the 
sewage  treatment  business  is  closed 
down,  that  could  add  as  much  as  $27 
million  to  Grumman's  profits. 

The  heart  of  Grumman  consists  of  four 
Navy  aircraft  contracts.  The  most  impor- 
tant of  these  is  the  F-14  Tomcat,  a  fleet 
air  defense  fighter,  now  ten  years  old. 
Then  there  are  the  A-6E  Intruder,  an  all- 
weather  attack  aircraft,  first  introduced 
in  I960;  the  EA-6B  Prowler,  a  variant  of 
the  A-6,  which  is  an  advanced  electronic 
countermeasures  plane  (ECM);  and  the 
E-2C  Hawkeyc,  also  20  years  old,  an  air- 
borne early-warning  plane.  All  are  at  low 
production  levels.  Moreover,  Grumman 
has  no  maior  new  contracts  in  the  pipe- 
line although  It  IS  trying  hard  to  sell  the 
Navy  a  new  generation  of  VSTDL  air- 
craft. Still,  with  no  successors  to  any  of 
the  Grumman  planes  even  on  the  draw- 
ing boards,  they  will  generate  revenues 
this  year  of  $1  billion.  With  the  Reagan 
Administration  talking  about  increasing 
the  Navy's  striking  power  by  adding 
three  more  aircraft  carriers,  the  purchase 
of  Grumman  aircraft  may  well  be 
stepped  up. 

There  is  also  the  U.S.  Air  Force.  Grum- 
man has  won  an  $800  million  contract  to 


convert  42  of  General  Dynamics'  F-1 
fighter  bombers  into  ECM  planes  Hi 
EA-6B.  The  cost  of  tooling  has  alreat 
been  written  off  and  $200  million  in  re 
enues  will  flow  in  this  year.  Meanwhi 
Grumman  seems  likely  to  win  an  A 
Force  research  contract  this  month  t 
the  forward  swept-wing  fighter  of  tl 
1990s  and  has  bid  as  a  subcontractor  t 
the  CX  cargo  plane  and  for  derivatives 
the  B-1  and  F-1 1 1  bombers. 

The  aerospace  division  has  also  goi 
after  commercial  business.  It  is  a  subc(  i 
tractor  for  the  Boeing  757  and  767  )uml 
jets  and  has  a  contract  to  participate 
the  re-engining  of  the  DC-8.  It  is  al 
building  two  hydrofoil  patrol  boats  f 
Israel,  the  beginning  of  what  could  pro- 
to  be  a  new  shipbuilding  business  / 
tooling  costs  of  all  these  projects  ha 
already  been  written  off,  the  revenu 
that  begin  to  flow  this  year  will  h.r 
quite  an  impact  on  the  bottom  line. 

This  year  Grumman  will  get  a  b 
boost  from  new  aerospace  contracts  at 
from  stemming  the  red  ink.  Thereafti 
the  diversifications  must  come  throu,.; 
That  means  buses.  Bierwirth  acknow 
edges  he  has  a  problem  here  but  belicv 
It  will  fade:  "Five  or  six  years  from  nc 
everybody's  going  to  be  talking  abo 
what  a  great  bus  it  is — we  think." 

"Seven  years  ago  everybody  sa 
Grumman  was  going  broke.  Three  yea 
ago  everybody  said  that  all  the  airplai 
programs  were  going  \.o  stop  in  1981 
1982.  Now  everybody's  saying  that  tl 
bus  business  has  been  a  disaster  Lickii 
a  problem  is  what  counts." 

Maybe,  just  maybe,  the  patience 
this  latter-day  Job  is  finally  going  to  I 
rewarded.  ■ 
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be  department  store,  they  say,  is  dead.  So 
ayton-Hudson  says:  Long  live . . . 

The  store 
of  specialty 
departments 


By  Larry  Marion 


o  ONE  IS  MORE  AWARE  of  the  de- 
ll cline  of  the  department  store  than 
^  Chairman  Wilham  A.  Andres  of 
lyton-Hudson  Corp.,  which  owns  50  of 
;m  in  all  shapes  and  sizes.  "Productiv- 
has  not  gone  up  since  1978,"  he  says, 
in  fact,  it  has  gone  down.  Taking  infla- 
n  into  account,  sales  per  square  foot  in 


Dayton-Hudson's  stores  (Dayton's  and 
Hudson's  in  the  Midwest,  Brown  in 
Oklahoma  and  Diamonds  stores  in  Ari- 
zona) declined  15%  over  the  last  three 
years.  Andres'  company,  traditionally 
one  of  the  most  profitable  retailers,  is  not 
alone.  "All  retailers  are  struggling  with 
this,"  he  says.  Nor  is  he  unprepared.  D-H 
diversified  20  years  ago  into  discounting 
(Target  stores  from  Duluth  to  Houston) 


\i<)H  \  ( Jxiirnuiii  W'lllntni  Aiuhcs  ^l<ui<liii;^  iii  iroi/ici/  '-.  s////,s 

knows  wardrobe  consultants  bring  in  more  money  than  clerks. 


Own  a  bottle. 


It's  worth  the 
price  to  have  at  least  one 
thing  in  your  life  thatis 
absolutely  perfeGt. 


IMPORTED  ENGLISH  GIN,  100%  NEUTRAL  SPIRITS,  94,6  PROO 
IMPORTED  BY  SOMERSET  IMPORTERS,  LTD.,  N.Y.  ®  1981 


IBES,  MARCH  16,  1981 


It  takes  more  than  exercise 
to  keep  a  man  healthy. 


It  takes  competent 
medical  care.  And  the 
support  of  America's 
highly  sophisticated 
health  care 
industry. 

Including 
O-I's  Kimble 
Division. 
Kimble 
means 
precision  in 
labware  for 
hospitals, 
schools, 
clinics, 
research 
labs.  Wher- 
ever scientists 
need  to  be  exact, 
we  have  exactly 
what  they  need. 

We  Pass  The  Test 

Kimble  also  means 
reliability  in  health  care 
packaging  essential  to  so 
many  medical  procedures. 
Items  such  as  vials,  ampules 
and  synnges  used  in  blood 
analysis  and  inoculations. 

Saving  Lives 
Is  Our  Business 

Health  care  is  a  growth 
area  for  0-1  in  other  product 
lines,  too. 

Child  resistant  closures, 
which  we  helped  to  develop, 
have  been  credited  with  a 
63  percent  drop  in  childhood 


fatalities  related  to  accidental 
poisonings. 

Our  Clic-Loc"  closures 
help  keep  kids  out  of  con- 
tainers for  vitamins  with  iron. 


household 

chemicals 

and  oral 

prescriptions. 
Chances 
are  your  next 
prescription 
will  come  in 
an  0-1 
package. 


High  quality  drug  and 
prescription  containers 
and  child  resistant 
closures  are  all  part  of 
the  O-l  package. 

We  produce 
prescription 
containers  for 
the  pharmacy 
as  well  as  glass 
and  plastic 
containers 
for  the 
pharma- 
ceutical 
industry 


A  Healthier  World 

0-1  also  leads  in  health 
care  packaging  in  Europe, 
Latin  Amenca  and  the 
Far  East. 

For  example,  we 
organized  an  Indonesian 
company  to  supply  that  area 
of  the  globe. 

It's  staffed  by  Indonesians 
who  were  trained  by  Kimble 
in  the  United  States  and  our 
Buender  Glas  affiliate  in 
Germany 

Kimble  labware  products  are  vital 
to  tests  used  in  diagnostic  exams. 


ntemational  cooperation 
ike  this,  we  believe,  can  only 
make  the  world  a  lot  healthier 
place  to  live. 


A  world  of  better  health. 
We  re  working  on  it  on  four 
continents. 


OWENS-ILLINOIS 

Toledo,  Ohio  43666 


and  into  specialties  (B.  Dalton  book 
stores,  Mervyn's  clothing  stores).  Les;. 
than  a  third  of  the  Minneapolis-based 
chain's  sales  and  earnings  come  from 
department  stores. 

But  he  could  see  trouble  coming.  Re- 
sults soon  to  be  released  will  show  that 
D-H  earnings  in  1980  were  basically  flat 
at  around  $130  million,  $5.35  a  share  on 
$4  billion  of  sales.  Quite  disappointmg, 
after  net  income  doubled  from  1976  to 
1 979.  So  Andres  acted.  He  slashed  D-H's 
$1.5  billion,  five-year  expansion  program 
from.  69  department  stores  in  1983  to  56 
by  1985.  Some  $50  million  was  allocated 
to  remodeling  existing  stores,  both 
downtown  and  in  the  larger  suburbs.  The 
new  stores  will  all  go  into  smaller  city  or 
suburban  markets  and  will  be  120,000 
square  feet — like  the  new  South  Bend, 
Ind.  Hudson's — compared  with  the  stan- 
dard 340,000-square-footers  of  the  big 
suburban  shopping  centers.  All  the  stores 
will  represent  a  new  department-store 
strategy  for  Dayton-Hudson. 

Squeezed  off  the  new  and  old  remod- 
eled store  floors  are  slow  movers — like 
sofas,  beds,  dishwashers — and  the  little 
things,  like  buttons  and  stationery, 
which  once  made  the  nation's  13,000 
department  stores  the  logical  place  for 
one-stop  shopping. 

The  new  stores,  says  Vice  Chairman 
Richard  L.  Schall,  will  be  "shops  consist- 
ing of  several  specialty  stores."  Is  that  a 
rose  by  another  name?  No,  says  Andres, 
54,  steering  a  visitor  to  the  women's  suit 
section  of  the  Minneapolis  Dayton's 
store.  He  explains: 

"In  the  traditional  department  store 
with  a  large  number  of  different  areas, 
one  selling  mentality  tends  to  dominate. 
Unfortunately,  the  type  of  product  pre- 


sentation used  for  fashion  items  may 
inappropriately  find  its  way  to  conve- 
nience items.  With  specializing,  the  peo- 
ple who  know  best  how  to  sell  only  one 
product  prevail  in  their  department." 

Women's  suits  are  a  good  example. 
The  Dayton  stores  in  Minneapolis  are 
increasing  sales  to  working  women  by 
staffing  the  expanded  floor  space  with 
"wardrobe  consultants."  On  an  appoint- 
ment-only basis,  these  supersalespersons 
preassemble  entire  outfits  for  women 
hard  pressed  to  find  time  for  lunch.  The 
result:  Women's  suit  sales  zoomed  150% 
at  Dayton's  last  year,  compared  with  a 
70%  increase  nationwide.  Other  retail- 
ers, like  Federated's  Abraham  Straus 
stores,  are  following  Dayton's  lead. 

The  payoff  is  in  profits  as  well  as  vol- 
ume. "Classic  clothes,  like  blazers,  not 
only  sell,  but  sell  at  a  higher  price  than 
faddish  items  only  in  style  for  a  short 
time,"  says  Andres. 

Fashion  trends  extend  beyond  Stanley 
Blacker  suits  for  women.  As  stores  drop 
furniture,  they  expand  their  housewares 
selection  with  higher-margin  "fashion" 
hard  goods  like  Calphalon  professional 
cooking  utensils.  As  Forbes  predicted  in 
1969,  $42  saucepans  are  attracting  high- 
spending  amateur  gourmet  cooks.  The 
typical  department  store  is  ringing  up 
20%  annual  sales  increases  in  high-class 
kitchen  goods,  compared  with  weak  6% 
increases  on  fumiture.  Here  are  the 
kinds  of  sales-per-squarc-foot  figures  that 
convinced  Bill  Andres  to  push  for  "spe- 
cialty department"  stores:  fumiture, 
$55;  housewares,  $67;  women's  suits, 
$200  average  around  the  country. 

What's  behind  it  all?  "The  phenom- 
enon of  the  working  woman,  now  50% 
of  the  total  female  population,  and  head- 


ing for  60%  by  1990,  is  changing  th 
whole  structure  of  consumer  spending 
says  Allan  Pennington,  D-H  vice  pres 
dent  of  corporate  development.  "Tl 
working  woman  spends  more  money  fc 
higher-priced  clothes  and  will  buy  an- 
thing  that  will  save  her  time."  Mien 
wave  oven  sales  rose  297o  last  year,  du 
ing  a  9%  decline  in  total  appliance  sale- 

Sometimes  souffles  collapse.  The  sp' 
cialty-store  strategy  is  not  foolproof.  La 
year  profits  declined  at  Dayton-Hudson 
chain  of  53  fine  jewelry  stores,  includii 
class  acts  like  Peacock  in  Chicago  ar 
Caldwell  m  Philadelphia.  Why?  Hed> 
buying  of  diamonds  and  gold  stoppc 
explains  Executive  Vice  President  Ale 
Papone,  because  of  "high  interest  rati 
on  Treasury  bills." 

Dayton-Hudson  has  just  launched 
$100  million,  five-year  program  to  fir 
more  kinds  of  specialty  stores.  Papor 
will  head  the  operation,  building 
chain  from  scratch  or  acquiring  regioi 
al  stores  to  take  nationwide.  He's  a 
ready  looking  at  the  burgeoning  •war. 
of  videodiscs  and  tape  recorders,  no 
dominated  by  independents  but  attrac 
ing  heavyweights  like  CBS'  Pacific  St' 
reo  chain. 

Andres  thinks  D-H  earnings  will  get  c 
the  dime  in  1981.  So  does  Morgan,  Stai 
ley  analyst  Walter  Loeb,  who  estimate 
20%  earnings  growth,  to  $6.40  a  shar 
With  a  sidelong  look  at  Associated  Di 
Goods'  recent  acquisition  of  the  Caldc 
discount  chain  in  the  Northeast,  Andrt 
boasts,  "While  a  lot  of  companies  a; 
struggling  to  find  a  strategy  for  the  Eigh 
ies,  we've  got  three — Dalton,  Merv^yn 
and  Target."  He's  also  got  the  insight  i 
change  a  fading  American  institution  b 
fore  its  decline  threatens  his  company.  I 


Challenge  and  response 


Dayton-Hudson  (see  stoty) 
is  developing  a  new  de- 
partment store  strategy 
before  its  need  becomes 
desperate.  Montgomery 
Ward,  which  lost  $163 
million  last  year  and  is 
into  parent  Mobil  Corp. 
for  $300  million  in  critical 
financing,  is  desperate  for 
.1  strategy.  So  Ward's  last 
month  hired  Dayton's 
president,  49-year-old  Ste- 
phen L.  Pistner. 

Pistner,  an  11 -year  vet- 
eran with  Dayton  won't 
say  specifically  what  he 
intends  to  do  for  Ward's. 
But  his  general  comments 
indicate  a  mass  merchan- 
diser can  succeed  if  it  out- 
flanks discount  leader  K 
mart  by  paring  costs, 
pushing  some  items  com- 


Ward's  iieit'  President  Stephen  l'ist>ier 
Worth  $1  miUion  to  MobU? 


petitively  and  offering  a 
greater  variety  of  others, 
albeit  at  a  higher  price. 

"Middle  America  is  say- 
ing, 'We  have  less  dispos- 
able income  so  name 
brands  are  less  important, 
and  we  want  full  value,'  " 
says  Pistner.  "The  mass 
merchandiser  can  survive 
if  he  focuses  on  price.  If  he 
can't  compete,  he  should 
have  a  wider  array  of  prod- 
ucts and  accessories." 

Sounds  sensible,  if  ba- 
sic. But  if  Pistner,  who 
made  $440,000  a  year  at 
Dayton,  can  breathe 
enough  life  into  the  Ward 
organization  to  carry  out 
his  strategy,  he'll  be  worth 
the  $1  million  a  year  re- 
tailing sources  estimate 
Mobil  is  paying  him. — L  .M. 
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RCA  improves  color  TV 
with  an  electronic  ^ 
"fine  todth  comb"  ^ 
that  separates 
color  from  detail. 
And  enhances  both.W 


1722-1 

807 


IMIIU 

m 

The  Dynamic  Detail  Processor- a    ^^^HH^^  ^^^^ 

tiny  solid  state  comb  filter  device  with  ^^^^SS^^^^l 

a  computer-like  "memory"-  is  producing      ^^^^T^  .  ^ 
sharper  and  clearer  color  TV  pictures  than  ever        ^  .  ;;>  ; 
before  in  RCA  Limited  Edition  ColorTrak  TV  sets.  By     •  - 
electronically  separating  the  signals  responsible  for  color 
and  picture  detail,  the  comb  filter  allows  feofA?  signals      ,  . 
to  be  fully  processed  by  the  set.  As  a  resiJIt,  minute  " 
details  take  on  remarkable  new  definition  and  clarity, 
while  color  streaking  and  crawling  edges  (like  those 
on  checkered  sport  jackets)  are  virtually  eliminated. 
RCA  color  TV  sets  are  the  first  to  have  this  solid  state 
marvel  of  technology  designed  into  them. 

The  Dynamic  Detail  Processor  is  a  product  of 
RCA  Research  -  the  kind  of  dedicated  research  that 
has  been  a  tradition  at  RCA  for  over  sixty  years. 
Today,  many  years  after  Nipper  started  listening 
to  His  Master's  Voice,  research  and 
development  of  electronic  products  are      <  1 
funded  at  the  highest  levels  in  our  , ' 

company's  history.  Our  commitment  -^^k'^ 
is  as  it  has  always  been ,  to  the  :■ 
advancement  of  technology  -  to  ■ 
the  creation  of  imaginative,  but  » 
practical,  products  that 
expand  the  human  ' 

i     horizon.  ©1980  RCA  Corporation 
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A  tradition  on  the  moyel 


AN  AMEMCAN  EXPRESS 
REVIEW  OF  GREAT 
AMERICAN  HOTELS 


These  hotels  are  all  one-of-a-kind  but  they  share 
a  common  tradition  of  luxury  and  first-  class  service 


Any  review  of  great  American 
xV  hotels  would  have  to 
include  the  unique  estab- 
lishments helow. 

These  hotels  are  all 
one-of-a-kind  but  they 
share  a  common 
tradition  of  luxury 
and  first-class  service. 

All  these  fine  hotels 
welcome  the  American  Express® 
Card.  If  you  don't  have  the  Card, 
call  (800)  528-8000  for  an  application. 

It  really  takes  a  setting  as  grand  as 
Yosemite  National  Park  for  a  hotel 
as  special  as  Ahwanee.  With  the 
park's  soaring  peaks  and  big  sky  as 
background,  Ahwanee  Hotel 
features  swimming,  horseback 
riding  and  sightseeing  tours,  plus 
an  excellent  restaurant  and  all 
services.  The  recent  complete 
renovation  did  not  alter  the 
hotel's  massive  stone  and  wood 
architecture  or  its  Indian-inspired 
decoration.  Come  any  time  of 
the  year  (each  Yosemite  season 
has  its  own  delights)  and  stay  in  the  main  house, 
or  in  a  cozy  cottage. 

The  Ahwanee  Hotel,  Yosemite  Park  and  Curry 
Co.,  Yosemite  National  Park,  CA  95389, 
(209)  373-4171. 

For  business  in  the  San  Jose  area,  Le  Baron  Hotel 
has  what  it  takes  to  make  your  work  a 
pleasure.  To  start  with,  it's  conven- 
iently located  near  the  airport. 
Meeting  rooms,  accommodating 
from  10  to  2000,  are  among 
the  largest  on  the  peninsula, 
lb  entertain  a  client,  or  be 
entertained  by  a  friend, 
two  elegant  restaurants 
are  at  your  service. 
Speaking  of  service,  it's 
LE  BARON  HOTEL  professional  and  friendly. 

SAN  JOSE  Close  by  are  Carmel, 

Monterey  and  the  glories 
of  Big  Sur.  In  San  Jose,  Le  Baron  is  le  best. 
Le  Baron  Hotel,  1350  N.  1st  Street,  San  Jose, 
CA  95112,  (408)  288-9200. 


THE  AHWANEE  HOTEL 

YOSEMITE 
NATIONAL  PARK,  CA 


SURF  AND  SAND  HOTEL 
LACUNA  BEACH 


There's  no  paying  extra  for  an  ocean-view  room 
at  Surf  and  Sand  Hotel.  TTiat's  because  all  the 
rooms  face  the  Pacific  as  it  laps  the  beach 

at  Laguna.  For  the  vacation  and  business 
traveler  alike.  Surf  and  Sand  Hotel  is 
what  California  is  all  about— sun  and 
ocean,  ocean  and  sun. 
TTie  Towers  restau- 
rant features  superb 
Continental  fare, 
while  The  Board- 
walk concentrates  on 
seafood  (strictly  fresh) 
delicacies.  Laguna's  local 
artisans  and  craftsmen 
are  just  a  jog  away. 
Surf  and  Sand  Hotel,  1555  South  Coast  Highway, 
Laguna  Beach,  CA  92651,  (714)  497-4477. 


Executive  Inn,  in  the  heart  of  Evansville's  con- 
vention and  business  district,  is  strictly  no-nonsense 
when  it  comes  to  meeting  all 
your  needs.  Facilities 
include  500  handsome 
rooms,  12  convention 
meeting  rooms,  three 
restaurants,  24-hour 
dining,  and  its  own 
athletic  center  just 
across  the  street. 
After  work,  be 
entertained  by  Las  Vegas- 
caliber  entertainment  in  the  show  lounge.  For  groups 
large  and  small,  Executive  Inn  means  business. 
Executive  Inn,  600  Walnut  Street,  Evansville, 
IN  47708,  (812)  424-8000. 


If  you  have  business  in  Southern  California,  make 
it  your  business  to  check  out 'the  Sportsmen's 
Lodge  Hotel.  Its  proximity  to 
the  airport,  downtown 
Los  Angeles,  and  Beverly 
Hills— plus  10  private 


EXECUTIVE  INN 
EVANSVILLE 


function  and  meeting 
rooms— make  it  an  ideal 
place  to  get  your  work 
done  early  enough  to 
play.  Live  the  fabled 
California  life  beside  the 
Olympic-size  pool  or  stroll  in  the  gardens. 
Sportsmen's  Lodge  Hotel,  12825  Ventura  Blvd., 
Studio  City,  CA  91604,  (213)  769-4700. 


SPORTSMEN'S  LODGE  HOTEL 
STUDIO  CITY,  CA 


The  American  Express®Card.  Don't  leave  home  without  it.'' 


?spite  the  real  estate  slump,  well-heeled  huy- 
s  kept  lining  up  for  luxury  condominiums 
Miami.  But  now,  even  this  highpriced  mar- 
't  may  be  overbuilt. 


Getting  burned  on 
the  beach 


By  Howard  Rudnitsky 
and  Alyssa  A.  Lappen 


iE  Bay  life  has  never,  never  been  this 
utiful,"  says  the  ad  for  Florida's  Nine 
nd  Avenue  on  Miami  Beach's  Belle 
.  The  274-unit  complex 
t  for  Middle  America.  It 
rs  two-bedroom  apart- 
nts  that  sell  for  $220,000 

up  and  will  have  ameni- 
-  like  private  yacht  clubs. 
IX  the  past  four  years,  a 
vy  demand  for  just  such 
ury  digs  has  created  an  up- 
rket  real  estate  boom  in 
Sunshine  State. 
In  1978,"  boasts  a  suc- 
iful  West  Coast  attorney, 
y  father  and  I  bought  a 
)-bedroom  condominium 

Grove  Isle  at  Coconut 
ive  for  $118,000.  Si.x 
nths  ago  I  decided  to  buy 
milar  unit  for  my  wife  in 

same  development.  It 
t  $240,000.  Now  I  hear  a 
;nt     resale     went  for 

0.  000.  A  luxury  apart- 
it  here  has  been  a  terrific 
estment." 

[e's  right — so  far.  What's 
re,  the  appreciation  has 
;ndcd  beyond  Greater  Mi- 

1.  Luxury  condos  in 
ward  and  Palm  Beach 
nties,  selling  from  over 
0,000  to  $1  million,  have 
I  soared  in  value.  Per- 
are-foot  prices  have 
nbed  from  $100  in  1979  to 
much  as  $200  today.  A 
ny  climate,  lavish  ameni- 

and  economic  and  politi- 
security  are  makmg  Flor- 
a  home  away  from  home 
the  rich — not  only  from 
northeastern  U.S.  but 
n  Latin  America  and  Eu- 
e  as  well. 


"Last  year  I  had  someone  shove  a 
brown  envelope  full  of  cash  across  my 
desk  to  get  him  an  apartment,"  says  a 
Biscayne  Bay  developer.  "I  didn't  take  it. 
I  had  nothing  available.  It  was  frantic." 
In   this  seller's  market,  carriage-trade 


Mtirlni  .\hir<^u/ics  dl  dnnc  Isle 
"This  is  my  savings  bank." 


builders  like  Martin  Margulies  (Grove 
Isle,  Kenilworth),  Fritz  Scharenberg  (Key 
Colony),  Don  Soffer  (Turnberry  Isle)  and 
others  have  made  handsome  fortunes  at 
a  time  when  much  of  the  rest  of  the  real 
estate  business  is  in  the  deep  freeze. 

Take  Miami's  Margulies,  43,  a  Whar- 
ton graduate  who  built  a  successful  luxu- 
ry condo  on  Bal  Fiarbour  six  years  ago. 
He  acquired  the  aging  Kenilworth  Flotel, 
once  partly  owned  by  Arthur  Godfrey, 
for  only  $3.2  million.  Margulies  immedi- 
ately planted  several  sticks  of  dynamite, 
blew  it  up  and  built  150  luxury  apart- 
ments overlooking  water  on  both  sides. 

But  that  was  just  a  warm-up.  Later,  he 
invested  $6  million  to  ace]uire  the  20.5- 
acre  Grove  Isle  off  Coconut  Grove.  An- 
other developer  had  gotten  into  trouble 
because  of  environmental  lawsuits,  but 
in  jumped  Margulies.  He  worked  out  a 
compromise  and  offered  to  build  510 
units  plus  a  50-unit  hotel  instead  of  the 
previously  planned  1,100  units. 

How  could  that  be  profitable?  The  an- 
swer is  the  secret  of  the  luxury  condo 
business — and  the  same  reason  General 
Motors  makes  more  on  Cad- 
illacs than  Chevrolets.  "I 
wasn't  selling  units,  but 
square  feet,"  says  Margulies. 
"The  people  living  near  the 
island  wanted  fewer  units, 
which  translates  into  fewer 
people.  So  I  built  larger  apart- 
ments and  charged  more  per 
square  foot." 

Margulies  correctly  calcu- 
lated that  well-heeled  buyers 
would  pay  handsomely  for  a 
home  on  an  island  with  its 
own  security  and  features 
like  tennis  and  swim  clubs 
and  private  restaurants. 
Units  on  Grove  Isle  now  go 
for  a  minimum  of  $225,000. 
To  polish  his  image,  Margu- 
lies added  an  estimated  $1 
miUion-plus  worth  of  original 
sculpture — by  modern  artists 
like  Calder  and  Nevelson. 

Grove  Isle  has  been  on  the 
market  for  just  three  years, 
and  it  is  a  mind-boggling  suc- 
cess. Margulies  has  sold 
some  300  units  and  paid  off 
his  $60  million  scries  of 
loans  to  First  National  Bank 
of  Chicago,  all  about  12 
months  earlier  than  he  ex- 
pected. Instead  of  selling  the 
entire  property  for  cash  as 
soon  as  possible,  however,  he 
is  holding  about  40%  of  the 
apartments  off  the  market. 
Margulies  is  betting  on  even 
higher  prices  in  the  future, 
especially  if  he  wins  a  second 
round  of  lawsuits  over  his 
right  to  build  a  marina.  "This 
is  my  savings  bank,"  the  de- 
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vclopcr  concludes.  "Wc  might  even  get 
capital-gains  treatment  if  I  keep  these 
things  long  enough." 

Margulies  may  be  right.  But  elsewhere 
there  are  signs  that  the  wave  of  frenetic 
purchases  of  high-priced  Florida  apart- 
ments has  crested.  The  most  obvious 
danger  signal  is  fallout  from  a  rush  of 
speculation — not  so  much  by  builders 
who  are  holding  units  off  the  market,  but 
by  individuals  who  put  down  payments 
on  several  properties  with  the  hope  of  a 
quick  profit  by  reselling. 

Here  is  the  problem.  Lewis  Goodkin  of 
Goodkin  Research  Corp.,  who  recently 
studied  the  s(juth  Florida  condo  market, 
estimates  that  43%  of  the  buyers  are 
speculators — especially  in  coastal  and 
Dade  County  areas.  When  interest  rates 


Tuni/K'm  />/(•>  I  >ii/i  s<)[lcr 


"Peoplecansee  we're  not  skimping," 

How  do  you  persuade  jet-setters  to 
pay  up  to  $2  million  for  condomin- 
iums in  staid  old  Miami?  It  takes  ex- 
pert marketmg.  "We  had  to  undo  an 
image  of  the  area  as  one  catering 
mainly  to  old  people,"  explains  devel- 
oper Donald  Soffer. 

To  do  that,  Soffer  lured  tennis  stars 
limmy  Connors,  Vitas  Gerulaitis  and 
John  McEnroe  to  live  at  his  swank 
Turnberry  Isle,  a  $500  million  luxury 
project  built  on  what  was  once  a  man- 
grove swamp.  Then,  to  keep  the  pro- 
motion going,  there  were  celebrity 
tennis  tournaments. 

Soffer  also  spent  more  than  $1  mil- 


were  lower,  these  risk-takers  could  afford 
to  hold  their  purchases  with  borrowed 
funds.  But  since  December  the  annual 
cost  of  doing  that  has  topped  20%. 

A  big  influx  of  new  units  makes  such 
pressure  even  worse.  By  the  end  of  1980, 
there  were  a  whopping  9,000  unsold  lux- 
ury units  on  the  market  in  Dade  County 
alone.  This  yc'ar,  at  the  very  least,  I, ,500 
more  will  hit  the  market.  That  overhang 
of  new  units,  plus  thousands  of  resales,  is 
already  affecting  rental  prices.  For  exam- 
ple, at  Commodore  Club  and  Key  Colo- 
ny, both  luxury  projects  on  Key  Bis- 
cayne,  units  last  year  went  for  $1,000  to 
$1,100  per  month;  now  they're  $700  to 
$750,  according  to  a  Miami  lender. 

Real  estate  experts  say  the  reductions 
stem  from  speculators  under  pressure  to 


lion  to  advertise  in  up-market  maga- 
zines like  Vo}^ne  and  Toicn  &  Coniitiy 
in  the  U.S.  and  similar  publications  in 
Europe.  He  spared  no  expense  on 
frills:  Turnberry's  four  high  rises  have 
two  golf  courses,  swimming  clubs  and 
a  marina.  There's  even  a  $750,000 
Giacometti  sculpture  in  the  lobby,  "so 
people  can  see  we're  not  skimping." 

The  marketing  ploy  paid  oft.  Since 
Turnberry  went  on  the  market  in 
1977,  Soffer  has  sold  850  units.  Rev- 
enues last  year  hit  $62  million.  Soffer 
was  not  stuck  with  the  up-market  al- 
batross as  many  real  estate  experts 
had  expected.  He  has  paid  down  near- 
ly all  his  debt.  He's  now  adding  a  1.2- 
million-square-foot  shopping  mall  and 
claims  he'll  soon  have  a  complex 
worth  $1  billion. 

Turnberry's  success  is  all  the  more 
impressive  because  it  was  Soffer's 
firm's  first  solo  condominium  project. 
A  48-year-old  former  Brandeis  Univer- 
sity football  star,  he  is  a  50%  -partner  in 
Pittsburgh-based  Oxford  Development 
Co.,  a  builder  of  office  buildings  and 
shopping  centers.  In  fact,  Soffer  sold  his 
residential  project  like  a  regional  mall: 
Instead  of  Sears  or  Penney,  he  snared 
big-name  residents  like  Lucille  Ball  and 
Don  Kirshner,  and  the  anonymous  rich 
soon  followed.  Soffer  denies  it,  but  crit- 
ics allege  that  he  wooed  celebrities 
with  promotional  discounts. 

Another  Soffer  trademark  is  keep- 
ing costs  in  line.  Even  a  $1  million 
condo  unit  can  sell  at  a  loss,  he  points 
out,  if  a  builder  doesn't  know  his  busi- 
ness: "Construction  has  to  be 
watched  like  a  mom-and-pop  grocery 
store."  So  Soffer's  always  watching — 
even  when  he's  out  on  the  company's 
83-foot  yacht.  And  this  mom-and-pop 
operation  is  the  envy  of  many  ma)or 
corporations.— H.R.  and  A  A  L 


settle  for  less  to  cover  soaring  carryin 
costs.  Units  used  to  command  sellin 
prices  of  up  to  15  times  annual  rent, 
income.  No  more. 

There  are  other  indications  of  trouble 
Cadillac  Fairview,  a  Canadian  developc 
controlled  by  the  Bronfman  famih 
stopped  work  in  December  on  three  lu> 
ury  projects  in  Miami  Beach.  That  terr 
porarily  takes  about  1,000  units  off  th 
market.  Also,  the  marketing  of  a  3,60( 
unit  North  Miami  development  finance 
by  New  York-based  South  African  inve^ 
tors  may  be  deferred. 

"Dade  County  is  becoming  overbuilt, 
says  [ames  H.  White,  president  of  M 
ami's  Flagship  Banks  Inc.  "We've  loane 
very  little  here  in  the  last  year.  But  w 
still  finance  construction  loans  for  luxur 
condos  in  areas  like  Ft.  Myers,  St.  Peter' 
burg  and  Vero  Beach."  Others  are  mor 
pessimistic.  "In  just  a  few  months  th 
most  torrid  market  we've  ever  seen  hj 
sharply  turned  around,"  says  one  are 
housing  economist. 

Even  foreigners,  who  have  sometime 
accounted  for  over  50%  of  luxury  cond 
sales  in  Dade  County,  are  backing  of 
Worries  about  refugees,  riots  and  risin 
crime  rate  come  on  the  heels  of  a  depresse 
bond  market,  falling  gold  prices  and  eci 
nomic  uncertainty.  Still,  some  tul 
thumpingdevelopers  think  the  lull  isterr 
porary.  "Foreigners  realize  that  at  $1 75  t 
$200  a  square  foot  we're  cheap,"  says  on( 
"Comparable  developments  cost  $600  pt 
square  foot  or  more  in  Europe."  Howevc 
the  Dade  County  market  seems  poised  t 
weaken  rather  than  go  up. 

Who  would  be  hurt  most  by  a  poppin 
of  the  luxury  bubble-  Not  entrenched  dt 
velopers  like  Margulies  or  Tumberr 
Isle's  Don  Soffer  (see  box)  -  more  likel- 
some  hard-pressed  Johnny-comc-latelu 
selling  luxury-priced  units  in  less-thar 
luxury  locations.  Local  lenders  insi; 
they  now  ask  developers  to  put  up  15" 
to  20%  of  a  project's  equity — unlike  th 
mid-Seventies,  when  little  or  nothin 
was  required.  Still,  that  front  mone 
could  evaporate  fast  in  a  really  overbui 
environment. 

Flagship's  White  thinks  the  shakeoi 
will  be  relatively  brief.  "It  won't  he 
two-to-three-year  overhang,  but  moi 
like  six  to  nine  months,"  he  explain 
But  even  if  bad  times  last  less  than 
year,  some  lenders  will  be  burned.  Th 
leading  candidates:  out-of-town  bant 
and  a  few  foreign  institutions  who  hav 
lent  aggressively  to  finance  expensiv 
projects.  Canadian  developers,  for  exan 
pie,  have  been  very  active  in  south  Flo 
ida;  so  have  north-of-the-border  banks. 

When  the  real  estate  market  is  good, 
IS  very  good  mdeed.  For  the  past  foi 
years  the  business  of  building  Florida, 
luxury  condos  has  been  perhaps  the  be; 
game  in  North  America.  An  intermi 
sion  is  about  to  begin — time  to  sort  oi 
the  winners  and  losers.  ■ 


Hey,  big  spenders 
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AM^CA'S  GQMPETITlVE  ED 

Westlnghouse  addresses  the  vital  role  of  technology  In  industry, 


Technology  is  the  key  to  the 
world  marketplace. 

If  we  want  to  maintain  America's  competlth^e  edge, 
we  must  make  better  use  of  present  technologies, 
and  encourage  new  ones. 


Most  of  the  firms  and  countries  which  have 
achieved  conspicuous  success  in  this  world  have 
done  so  because  they  possessed  some  special  ad- 
vantage. They  had  an  edge  over  their  competitors.  In 
recent  decades,  America's  competitive  edge  has 
been  its  technology  Our  ability  to  originate  and 
apply  innovative  scientific  and  engineering  ideas 
earned  us  a  commanding  lead  in  the  world  market- 
place. 

Things  have  changed 

Unfortunately  that  lead  has  dwindled.  America's 
share  of  the  world's  manufactured  goods  market  has 
eroded  over  the  past  20  years,  lost  to  foreign  manu- 
facturers. Not  only  have  they  captured  part  of  what 
had  been  our  share  of  the  world  market,  but  they  are 
now  successfully  penetrating  our  own  domestic 
markets. 

What  happened? 

A  look  at  a  few  statistics  helps  reveal  some  of  the 
reasons  for  our  reversals.  Take  patents.  The  number 
of  domestic  patent  applications  by  Americans  has 
been  flat  for  several  years.  In  contrast,  the  number  of 
those  filed  here  by  foreign  countries  has  been  rising 
every  year  In  1978,  almost  37  percent  of  the  patents 
granted  went  to  foreign  applicants.  Or  take  the  per- 
centage of  our  Gross  National  Product  going  into 
industrial  R&D.  Over  the  past  two  decades,  it  has 
dropped  precipitously 
What  is  needed 

Fortunately  today  Westinghouse  and  other  corpora- 
tions already  have  technologies  which  can  help 
America  maintain  its  technological  leadership.  And 
these  same  corporations  are  hard  at  work  on  tech- 


nologies which  can  expand  America's  leadership. 
The  problem  lies  in  implementing  those  technolo- 
gies. Because,  while  the  development  of  new  tech- 
nologies costs  a  large  amount  of  money  turning 
them  into  commercial  realities  requires  far  more. 
A  national  commitment 

Somethingelse  is  needed:  a  united  effort  by  industry 
labor  and  government.  Obviously,  management 
should  make  a  greater  R&D  effort  to  refine  today's 
technologies,  and  develop  new  ones  for  tomorrow. 
Employes  must  realize  that  their  cooperation  is  vital 
if  America  is  to  remain  the  most  productive  nation  in 
the  world.  And  our  elected  officials  need  to  re- 
establish a  sound  economic  foundation,  because 
that  is  basic  to  all  social  progress.  In  particular,  tax 
laws  and  monetary  policy  must  be  structured  to 
allow  industry  to  accumulate  capital  needed  to  ap- 
ply available  technologies,  and  invest  in  the  devel- 
opment of  still  more  advanced  ones. 
The  Westinghouse  role 

At  Westinghouse,  we  believe  technology  is  vital  to 
our  nation,  our  customers,  and  our  own  progress. 
We're  supporting  that  belief  by  ambitious  R&D  pro- 
grams, by  building  and  modernizing  existing  facili- 
ties, and  by  introducing  innovative  methods  to 
improve  both  our  own  quality  and  productivity  and 
that  of  our  customers.  Today's  proven  Westinghouse 
technologies  are  focused  on  key  areas  such  as  pro- 
ductivity, services,  energy,  and  America's  national 
security  These  existing  technologies,  together  with 
the  ones  we  are  developing  for  the  future,  represent 
our  efforts  to  help  maintain  this  nation's  competitive 
edge.  On  the  following  pages  are  some  examples. 
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WESTINGHOUSE 
TECHNOLOGY  APPLIEIj  TO 

ENERGY 


Someday,  Westinghouse  technology  will  provide 
economical  electricity  from  the  sun, 
and  clean  gas  from  coal. 


The  fact  that  silicon  photovoltaic 
cells  can  turn  sunlight  into  electric 
current  has  been  known  for  some 
time.  The  problem  is  the  high  cost 
involved.  Westinghouse  has  in- 
vented a  new  dendritic  web  process 
that  significantly  reduces  the  cost 
of  producing  such  cells.  As  a  result, 
theU.S.  Departmentof  Energy's  eco- 
nomic cost  target  now  appears 
achievable.  Westinghouse  is  work- 
ing with  the  two  largest  electrical 
utilities  in  California  to  provide 
demonstration  photovoltaic  mod- 
ules this  year. 


Advanced  energy  technologies 

Westinghouse  is  involved  in  the  ad- 
vanced energy  technologies  that 
may  play  a  role  in  this  nation's  en- 
ergy future.  For  example,  on  the  ho- 
rizon are  promising  technologies 
like  iron-nickel,  and  iron-air  high 
power  batteries.  Also  showing 
promise  are  fuel  cells  that  chemi- 
cally produce  electricity.  But  until 
solar  and  other  energy  technologies 
become  a  reality,  this  nation  will 
depend  upon  coal  and  nuclear 
power  for  its  electricity. 
Westinghouse  is  focusing  much  of 
its  effort  on  these  two  areas. 


Clean  gas  from  coal 

Westinghouse  has  pioneered  in 
coal  gasification  technology.  Over 
the  last  decade  we  have  developed 
a  process  to  turn  coal  into  a  clean 
gas  for  power  generation,  and  for 
industrial  or  synthetic  natural  gas 
applications.  The  process  has  the 
advantage  that  it  can  use  virtually 
any  type  of  coal,  soft  coal  or  hard 
coal.  The  environmental  impact  is 
minimal,  regardless  of  the  coal's 
moisture,  sulphur,  or  ash  content. 
With  continued  technical  progress, 
Westinghouse  coal  gasification  sys- 
tems can  be  in  commercial  opera- 
tion by  the  mid-1 980's. 
Nuclear  technology 
Nuclear  power  remains  an  eco- 
nomical and  safe  way  of  producing 
electricity.  Westinghouse  leads  in 
the  application  of  nuclear  technol- 
ogy to  generate  electricity.  And  we 
are  developing  an  advanced  nu- 
clear plant  able  to  make  more  fuel 
than  it  uses. 


WESTINGHOUSE 
TECHNOLOGY  APPLIED  11) 

SECURITY 


Today,  Westinghouse  Airborne  Radar  is  one  of 
our  first  iines  of  defense  around  the  worid. 


It's  called  AWACS,  an  airborne 
warning  and  control  system  which 
provides  long-range  surveillance  in 
an  area  at  least  20  times  greater  than 
any  surface-based  system,  it's  al- 
ready in  use  by  our  Air  Force,  and 
has  been  adopted  by  NATO.  Just 
one  AWACS  radar  mounted  on  a 
military  version  of  the  Boeing  707 
flying  at  30.000  feet  can  provide 
early  warning  of  enemy  attacks  in 
an  airspace  of  more  than  three  mil- 
lion cubic  miles.  The  information  it 
helps  give  to  military  commanders 
multiplies  the  effectiveness  of  our 
air  defense  systems. 
New  safety  for  pilots 
Another  Westinghouse  system  pro- 
tects aircraft  crews  from  fast-closing 
missiles  and  enemy  aircraft.  It's 
called  our  Tail  Warning  Radar  and  it 


provides  the  pilot  with  accurate 
warnings  to  take  evasive  maneu- 
vers. It  also  automatically  triggers 
appropriate  countermeasures.  It's 
able  to  do  all  this  in  a  split  second, 
and  with  a  phenomenally  low  false 
alarm  rate. 

Radar,  of  course,  has  many  appli- 
cations in  commercial  aviation,  and 
its  importance  grows  as  the  skies 
become  more  crowded.  Thirty-six 
Westinghouse  Air  Traffic  Control 
surveillance  radars  are  now  serving 


the  FAA,  the  Switzerland  Federal 
Air  Office,  and  the  Canadian  De- 
partment of  National  Defense.  The 
FAA  uses  the  radars  in  some  of 
the  nation's  most  heavily  traveled 
areas.  So,  nearly  all  domestic  com- 
mercial flights  come  under  the  sur- 
veillance of  a  Westinghouse  radar 
at  some  point  during  their  flight. 
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WESTINGHOUSr 
TECHNOLOGY  APPLIEU  TO 

PRODUCTIVr./ 


How  Westlnghouse  product 
can  Increase  industrial 


How  to  increase  output  per  hour. . . 

How  to  eliminate  waste . . . 

How  to  cut  energy  costs . . . 

Westinghouse  has  developed  products 

and  systems  able  to  provide 

a  wide  variety  of  industries 

with  effective  answers. 

Here  are  several  of  special  interest. 

The  Westinghouse  Numa-Logic® 
Control  System 

The  Westinghouse  Numa-Logic 
solid-state  programmable  controller 
uses  microprocessor  technology  to 
provide  more  reliable  operation  for 
electrical  control  applications.  It  can 
economically  replace  as  few  as  eight 
relays.  It  also  has  the  capability  to 
control  the  hundreds  of  sequences 
required  by  sophisticated,  auto- 
mated processes.  The  Westinghouse 
Numa-Logic  system  is  being  used  in 
the  machine  tool,  materials  han- 
dling, textile,  paper,  steel-making 
and  other  industries  to  reduce 
downtime,  give  quick  start-ups, 
and  increase  operational 
efficiency.  ^ 


Factory  computer  systems 

Also  making  major  contributions  to 
increased  productivity  are 
Westinghouse  factory  computer  sys- 
tems. They  are  capable  of  operating 
as  many  as  100  different  machine 
tools  simultaneously.  They  can  also 
provide  real  time  status  and  per- 
formance monitoring  at  four  levels: 
maintenance,  shop  supervisor, 
middle  and  upper  management. 
In  application  after  application, 
downtime  has  been  sharply  re- 
duced, and  actual  machine  time  has 
been  increased  up  to  55  percent. 


Power  electronics 

Solid-state  static  VAR  generators  are 
a  key  solution  for  utility  and  indus- 
trial system  line  problems  because 
they  provide  system  stability  and 
improve  power  flow  capability. 
Planning  studies  at  a  major  utility 
concluded  that  10  transmission  lines 
with  static  VAR  generators  could  de- 
liver the  power  ordinarily  requiring 
16  lines.  When  it  comes  to  industrial 
applications  such  as  steel-making, 
VAR  generators  can  improve  the  effi- 
ciency of  power  usage  by  improving 
the  power  factor  and  providing 
faster  arc  furnace  melt  times.  One 
steel  producer's  productivity  in- 
creased sufficiently  to  pay  back 
the  nearly  $2  million  cost  of  the 
static  VAR  generator  in  1 5  months. 
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and  service  technologies 
productivity  today. 


\pplied  Plasma  Systems 

Because  of  the  skyrocketing  costs  of 
ossil  fuels  used  to  supply  process 
leat  or  chemical  reactions,  many 
irms  are  searching  for  alternatives, 
rhe  Westinghouse  Applied  Plasma 
systems  can  efficiently  fire  high  tem- 
aerature  industrial  processes,  and 
ierve  as  a  central  heating  device  for 
3  myriad  of  applications  such  as 
ihemical  processes,  metals  treating, 
jnd  combustion  replacement.  This 
echnology  is  already  providing  an 
efficient  answer  for  blast  furnaces 
jnd  direct  reduction  iron-making 
processes.  It  uses  a  high  temperature 
^as  stream  to  transmit  heat.  Studies 
Dn  the  upgrading  of  existing  blast 
urnace  facilities  demonstrate  up  to 
in  80  percent  increase  in  the  capac- 
ty  of  the  facilities  through  the  appli- 
lation  of  Applied  Plasma  Systems. 


How  to  minimize  downtime.. . 
As  machines  grow  more  com- 
plex, keeping  them  running 
takes  specialists.  To  help  you 
maximize  productivity, 
Westinghouse  can  provide  the 
same  technological  expertise  in 
sen/ ices  as  it  does  in  products. 

A  remarkable  worldwide 
service  network 

Because  Westinghouse  engi- 
neers, tests,  and  builds  complex 
products  and  systems,  we  have 
the  special  skills,  trained  per- 
sonnel, and  necessary  tools  to 
maintain  such  equipment  best; 
or  to  repair  it  in  the  least  amount 
of  time.  Available  to  help  you 
with  either  maintenance  or  re- 
pair are  hundreds  of  trained 
Westinghouse  field  service  engi- 
neers and  specialist  mechanics 
who  use  the  most  sophisticated 
on-site  testing  and  repair  equip- 
ment. And  backing  them  up  is  a 
vast  network  of  repair  facilities. 


Whether  Westinghouse  built 
it  or  not,  we  can  service  and  re- 
pair almost  anything  from  esca- 
lators and  elevators,  to  steam 
turbines  and  nuclear  power 
plants.  Westinghouse  can  do  an 
operation  analysis  and  recom- 
mend an  upgrading  program, 
we  can  train  your  operators  and 
service  personnel,  or  we  can  do 
continuous  monitoring  of  var- 
ious operations.  Whatever  is 
needed. 

Experience  has  taught  us  that 
a  regularly  planned  and  sched- 
uled maintenance  program 
greatly  increases  uptime  and 
saves  money.  Westinghouse  is 
equipped  to  provide  pro- 
grammed maintenance  on  a 
plant-wide  basis.  During  sched- 
uled shutdowns,  a  crew  of 
Westinghouse  field  engineers 
and  technicians  can  move  in  to 
do  a  complete  analysis  and  top- 
to-bottom  overhaul  of  your  en- 
tire facilities. 


Technology  Is  America's  competitive  edge. 


•  To  retain  that  competitive  edge,  we  must  make  better 
use  of  the  technologies  we  already  have,  and 
acHvely  encourage  the  development  of  new  ones. 

•  Wfestinghouse  believes  technology  Is  vital  to  our 
nation,  our  customers,  and  our  own  growth. 

^  Vfestlnghouse  has  technologies  that  Increase  ''^^  r-^^ 
manufacturing  productivity  help  meet  our  energy 
needs,  and  contribute  to  our  national  security. 


Six  Gciteway  Center-Oept.  1.0 
^Pittsburgh,  15222 


(§)  Westlnghoiise 

A  powerful  part  of  your  life. 


exican  food  has  become  a  hot  item  in  more  ways  than  one  these 
lys,  and  a  doughty  Houston  woman  with  ideas  of  a  nationwide 
staurant  chain  knows  how  to  serve  it  the  American  way. 


Faith  and  good 
works 


Profiles 


By  Tedd  A.  Cohen 


I'd  l.ciuroizo.  (>l Winld's  I'atos  nl  (jirhoii,  la.sliN,^  Ihv  Jond  ui  one  uj  her  kitchens 
e  were  ignorant  oj the  system.  Now  we'll  make  it  work. for  us." 


Seven  years  ago  Ninfa  Laurenzo  of 
Houston  was  a  widow  trying  to  run  the 
business  she  and  her  late  husband  had 
worked  years  to  build  up.  And  she  was 
failing.  Employees  and  customers  of  the 
family  factory  which  made  tortillas — 
Mexican  flat  bread — were  taking  advan- 
tage of  her  lack  of  business  knowledge. 
The  business  was  $50,000  in  debt  and 
the  banks  weren't  interested  in  backing 
her  further. 

While  visiting  relatives  in  Mexico  City 
she  went  into  a  church  and  fell  to  her 
knees.  "I  beseeched  the  Blessed  Moth- 
er," says  Ninfa,  clasping  her  hands  as  in 
prayer.  "Guide  me,  tell  me  what  to  do." 
A  few  nights  later,  she  recalls,  she 
dreamed  of  a  taco  restaurant  on  the  site 
of  her  factory. 

Immediately  she  called  her  son  Jack,  at 
college  in  Boston  on  a  scholarship,  to  tell 
him  of  her  plans.  "But,  Mother,"  he  said, 
"you've  never  done  anything  like  this." 

"Don't  worry,"  she  told  her  son.  "God 
told  me  to  do  this."  She  obtained  a 
$10,000  second  mortgage  on  her  home, 
added  to  it  her  last  $3,000  in  savings,  and 
opened  the  original  Ninfa's  restaurant,  a 
cement-floored,  40-seat  restaurant  in  the 
heavily  Mexican-American  section  east 
of  downtown  Houston. 

Three  weeks  later  a  fire  destroyed  the 
kitchen  of  that  restaurant.  "We  were  all 
crying,"  Ninfa  recalls,  "but  I  said,  'Look, 
God  has  sent  us  another  little  blow.  In 
the  morning  we're  going  in  there,  take 
off  our  shoes — everything  was  soaked — 
and  go  to  town  and  clean  it.'  "  Ninfa's 
reopened  a  week  later. 

Today  Ninfa  Laurenzo  is  bf^,  as  gregar- 
ious and  sentimental  as  ever,  and  the 
principal  owner  of  Ninfa's  Tacos  al  Car- 
bon Inc.,  which  is  expected  to  gross  $32 
million  this  year  and  net  $1.8  million, 
from  13  (18  by  year-end)  of  the  most 
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popular  Mexican  eateries  in  Texas.  She 
opened  six  new  restaurants  last  year,  and 
the  banks  are  happy  these  days  to  back 
her  to  the  hilt. 

But  she  still  knows  enough  to  work  the 
room.  "At  least  two  or  three  times  a 
week  I  dress  up  in  one  of  my  long  Mexi- 
can dresses  and  go  around  to  my  restau- 
rants and  see  that  things  are  running 
okay,  and  that  the  meals  are  right,"  she 
says.  "  'I'm  Ninfa,'  I  tell  customers.  'How 
do  you  like  my  food  tonight?'  "  The  cus- 


"I  never  had  to  go  to  work 
bejbre  I  was  married,"  she 
says  today.  "It  wasnt  consid- 
ered proper  far  women  to  go 
out  and  get  a  job.  All  that 
changed  when  I  got  married. 
And  in  the  last  decade  things 
have  begun  to  change,  even  in 
Mexico.  Men  have  forgotten  all 
about  that  machismo  thing. 
They  will  allow  their  wives  to 
go  out  in  the  world." 


tomers,  largely  non-Mexican-Americans, 
are  enchanted. 

That  the  customers  are  mostly  what 
the  Mexicans  call  "Anglos"  results  from 
one  of  her  subtle  insights.  After  the  first 
restaurant  attracted  diners  from  the  of- 
fice buildings  of  Houston,  she  opened  all 
her  others  in  such  non-Latino  neighbor- 
hoods as  the  middle-class  havens  of  west 
Houston. 

And  she  attracts  those  customers  be- 
cause of  another  insight:  Nmfa's  food  is 
more  than  the  usual  Texas-Mexican  fare 
of  spicy  tacos,  enchiladas  and  refried 
beans.  There  is  beef  or  pork,  only  lightly 
spiced,  and  there  is  chicken  or  shrimp  or 
steak.  "The  type  of  food  we  cook  is 
Mexican,"  says  Ninfa,  "but  I  say  I  cook 
with  an  Italian  flair.  I  call  it  gourmet 
Mexican  food."  Whatever  she  calls  it,  her 
perception  of  the  American  palate 
couldn't  have  been  more  timely. 

The  taste  for  Mexican  food — once  a  dis- 
tinctly ethnic  or  regional  cuisine — has 
spread  rapidly  across  the  U.S.  In  restau- 
rants last  year  Americans  gobbled  up  $2.3 
billion  worth  of  the  peppery  food,  up  from 
about  $1  billion  worth  five  years  ago. 

The  success  of  Ninfa's  Ticos  al  Carbon 
owes  a  lot  to  that  shift  in  taste.  And  to 
the  family  operation  that  Ninfa  has  al- 
ways run.  A  native  of  Harlingen  in  the 
Rio  Grande  Valley,  she  went  north  in  the 
late  1940s  to  visit  her  sister  and  met  and 
married  Domenic  Thomas  Laurenzo,  a 
Rhode  Island  native  of  Italian-lewish  de- 
scent. They  came  to  Houston  in  1948 
and  opened  the  tortilla  factory,  getting 
up  each  morning  at  3:30  to  begin  a  gruel- 
ing 16-hour  day  in  the  business  that  sup- 


plied grocers  and  restaurants. 

"I  never  had  to  go  to  work  before^  I  was 
married,"  she  says  today.  "It  wasn't  con- 
sidered proper  for  women  to  go  out  and 
get  a  job.  All  that  changed  when  I  got 
married.  And  in  the  last  decade  things 
have  begun  to  change,  even  in  Mexico. 
Men  have  forgotten  all  about  that  ma- 
chismo thing.  They  will  allow  their 
wives  to  go  out  in  the  world." 

The  Laurenzos'  business  prospered. 
"We  weren't  getting  rich  but  we  did 
okay,"  says  Ninfa.  "As  the  years  passed 
we  branched  out  into  tacos,  and  at  one 
time  we  even  started  to  distribute  our 
own  pizzas.  We  were  making  $40,000  to 
$60,000,  and  you  know,  that  was  real  big 
for  us  then."  With  success  came  private 
parochial  schools  for  their  five  children. 
"My  husband  always  said  we  should  live 
poor  but  send  our  children  to  good 
schools,"  recalls  Ninfa. 

But  when  the  widowed  Ninfa  went 
into  the  restaurant  business  all  the  chil- 
dren came  with  her.  "People  said  to  me, 
'You're  going  to  put  your  kids  and  your- 
self to  cooking,'  "  says  Ninfa,  telling  an- 
other parable.  "You  know,  as  if  it  was 
kind  of  degrading  to  cook.  I  said,  'We 
cook  every  day  to  eat.'  " 

Today  her  son  Roland,  33,  an  Annap- 
olis graduate,  is  president  of  the  com- 
pany and  son  lack  heads  restaurant  oper- 
ations. Daughter  Phyllis  runs  public  rela- 
tions. Tommy  heads  the  training 
program  and  Gino,  a  high  school  student, 
works  in  catering  part-time. 

Roland— as  intense  as  his  mother  is 
homey— has  taken  on  the  running  of 
most  of  the  business,  with  considerable 
attention  to  detail.  "If  a  man  is  going  to 
take  his  family  to  dinner  and  spend  an 
average  $8.32  per  person,"  he  says,  refer- 
ring to  the  average  check  at  Ninfa's, 
"that's  expensive.  He  wants  to  believe 
he's  getting  value.  It's  not  the  money,  it's 
the  perceived  value." 

So  Ninfa's  gives  the  customer  a  lot  of 
Mexican  decor — plus  the  less-than-sear- 
ingly  spicy  food — along  with  efficient, 
friendly  service.  Roland  pays  waiters  the 
minimum  hourly  wage  of  $3.35  and  esti- 
mates that  in  active  restaurants  such  as 
Ninfa's  a  waiter  working  nine  hours  a 
day  can  make  more  than  $25,000  a  year, 
counting  tips. 

Cooks  get  $15,000  to  $20,000  base 
pay,  plus  bonuses  and  profit  sharing  that 
can  add  30%.  Roland  doesn't  offer  profit 
sharing  to  waiters  for  fear  they'll  fight 
too  fiercely  for  the  company — by  push- 
ing customers  to  order  more  expensive 
dishes  or  more  drinks.  "This  business  is 
people-intensive  on  the  customer  side 
and  on  the  employee  side,"  says  Roland. 
"The  customers  are  paying  cash  and  they 
want  satisfaction.  Remember,  they  don't 
pay  until  after  they've  eaten.  It's  a  hustle. 


If  you're  running  a  good  restaurant,  e^ 
erybody  runs!" 

Roland,  who  puts  his  faith  in  detailc 
planning  as  his  mother  puts  hers  in  th 
Almighty,  scouts  new  sites  for  expansio 
and  doesn't  mind  locating  amid  sever; 
other  Mexican  restaurants.  "That  prove 
to  me  that  there's  a  marketplace  there, 
he  says,  "and  it  gives  me  the  opportunit 
to  come  in  and  say,  'You've  never  taste 
anything  like  this.'  "  His  real  locatioi 
criterion?  "Being  where  there  are  peopi 
with  plenty  of  money." 

Roland  Laurenzo  has  big  plans.  He  : 
looking  into  frozen  Mexican  specialtu 
a  market  dominated  by  RJR  Foods'  Pati 
brand  at  about  $25  million  sales  an 
Campbell  Taggart's  El  Charrito  brand  . 
about  $20  million.  He  also  talks  of  opci 
ing  a  chain  of  hotels.  But  the  biggc>- 
plans  are  for  the  restaurants:  140  Nmhi 
in  the  next  dozen  years,  opening  12 
year  by  1983  and  eventually  stretchin 
across  the  country. 

Can  he  do  it?  Can  a  business  tha 
depends  on  the  attention  of  family  mar 
agemcnt  billow  into  a  national  restau 
rant  chain?  There  are  complaints  alread 
of  slow  service  and  coid  food  from  th 
Ninfa's  opened  last  December  in  Dalla^ 
Roland  dismisses  doubt  and  offers  br;i 
vura.  "Peter  Grace!"  he  exclaims,  rcfct 
ring  to  the  president  of  W.R.  Grace  6 
Co.,  which  owns  the  $170  million  E 
Torito  and  Del  Taco  chains.  "I  can't  wai 
until  he  reads  this." 

But  how  many  cities  can  Ninfa  visit  ii 
her  long  Mexican  dress?  Does  she  hav. 
any  doubts?  "None  whatsoever,"  shi 
says  firmly. 


She  still  knows  enough  to  worh 
the  room.  "At  least  two  or  three 
times  a  week  I  dress  up  in  one  oj 
my  long  Mexican  dresses  and 
go  around  to  my  restaurants 
and  see  that  things  are  okay 
and  that  the  meals  are  right,' 
she  says."  TmNirtfa,'  I  tellcus 
tomers.  *How  do  you  like  my 
food  tonight?'  "  The  custom 
ers,  largely  non-Mexican-Amer- 
icans, are  enchanted. 


She- talks  about  the  prospects  for  Nin 
fa's  Tacos  al  Carbon,  and  the  past,  as  sh 
guides  her  black  Cadillac  Seville  dowr 
Houston's  Southwest  Freeway.  "Wher 
we  started,  we  were  completely  ignoran 
of  the  free  enterprise  system,"  she  says 
"Money?  If  we  had  a  few  bucks  in  ou 
pockets  we  felt  rich.  But  now  we're  goinj. 
to  make  the  system  work  for  us.  We' 
have  a  giant  restaurant  chain  in  no  time 
lust  wait  and  see." 

The  truth  of  the  matter  is,  people  like 
Nmfa  and  the  free  enterprise  systen: 
have  a  symbiotic  relationship.  It  work^ 
because  she  works.  Hard.  ■ 
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A  diamond  is  forever.  De  Beers 


When  a  family  successfully 
charts  its  own  destiny. 

It  must  be  USLIFE. 


How  does  a  young  company  climb  to  the  top  so  fast? 
In  the  case  of  USLIFE  Corporation,  the  answer  is  planning. 

You  see,  when  it  was  established  in  1966,  USLIFE 
had  just  a  single  company  in  its  corporate  structure.  Its 
assets  amounted  to  some  $183  million.  But  it  had  plans. 
Ambitious  growth  plans. 

Today,  USLIFE  is  a  rapidly  growing  family  of  nine 
life  insurance  and  other  related  financial  services  com- 
panies. It's  an  upwardly  mobile  family  for  sure.  Because  its 
assets  are  now  over  $3.5  billion.  And  it  keeps  moving 
upwards  with  the  help  of  an  aggressive  management  team. 
People  who've  learned  the  value  of  planning  through 
experience. 

Planning:  the  route  up. 

Behind  the  dynamic  growth  of  USLIFE  is  a 
philosophy  we  call  the  grand  design.  A  way  of  fulfilling 
predetermined  objectives  through  long-range  strategic 
planning. 

One  objective  was  to  become  a  life  insurance-based 
diversified  financial  services  organization.  The  result:  our 
family's  nine  life  insurance  companies  now  contribute  over 
95%  of  USLIFE's  income.  And  with  nearly  $41  billion  of  life 
insurance  in  force,  our  family  has  become  a  major  factor  in 
both  the  individual  life  insurance  and  credit  life  insur- 
ance industries. 

Our  sales  keep  pushing  us  ahead. 

USLIFE  is  innovative.  Marketing-oriented.  Respon- 
sive. Good  reasons  why  our  life  insurance  sales  can  keep 
outpacing  the  industry  as  a  whole.  In  the  most  recent 
rankings,  the  face  amount  of  our  ordinary  life  sales  placed  us 
second  among  all  stock  life  insurance  companies. 

What's  more,  our  1980  sales  of  permanent  life  in- 
surance were  up  dramatically  over  the  year  before— proof 
that  USLIFE  performs  even  in  tough  economic  times. 

All  this  is  just  part  of  the  growth  momentum  that 
keeps  USLIFE  moving  up  and  up  and  up.  So,  see  for 
yourself  what  more  and  more  astute  investors  are  discover- 
ing about  USLIFE.  Just  ask  for  a  copy  of  our  annual  report 
and  latest  quarterly  earnings.  Write  to  Department  M, 
USLIFE  Corporation,  125  Maiden  Lane,  New  York,  NY  10038, 
or  call  212-425-8010,  extension  369. 


OUR  FAMILY  OF  COMPANIES. 

Life  Insurance 

The  United  States  Life 
Insurance  Company 

USLIFE  Life  Insurance 
Company  of  California 

USLIFE  Credit  Life  

Great  National  Life 

Old  Line  Life  

All  American  Life 

Lincoln  Liberty  Life 

Sooner  Life 

Security  of  America  Life 


Financial  Services 

USLIFE  Advisers,  Inc.  

USLIFE  Credit  Corporation 

USLIFE  Equity  Sales  '_ 

USLIFE  Realty  

USLIFE  Real  Estate  Services 


USLIFE  Systems 


USLIFE  Title  Insurance 
Company  of  Dallas 

USLIFE  Title  Insurance 
Company  of  New  York 


U:1IFE 

life  is  a  family  affair 

USLIFE  Corporation 

125  Maiden  Lane,  New  York,  NY  10038 


Not  all  big  wildcatters  are  geologists  from 
Texas.  Some  of  today's  most  successful  drillers 
come  from  outside  the  petroleum  industry. 

New  boys  in 
the  oil  patch 


I'Cik  oj  Lcfnd'  Oil  C-  (,^^ 
When  you  have  30,000  apartments  to  heat,  why  not  produce  the  oil  yourself? 


By  Howard  Rudnitsky 
and  Barbara  Rudolph 

Oil  and  j^as  are  today's  quick  tickets  t 
big  money.  One  good  well  and  a  man  ca 
retire  to  the  Bahamas  for  life.  An  "eh 
phant"  field  and  he  joins  the  ranks  of  th 
world's  superrich.  Domestic  petroleur 
exploration  is  all  the  more  lucrative  b« 
cause  of  Ronald  Reagan's  recent  decor 
trol  directive.  Most  natural  gas  prit 
ceilings  will  be  abolished  by  Jan.  1,  198' 
making  new  discoveries  more  valuabl 
than  ever. 

It  isn't  surprising,  then,  that  hundrec 
of  individuals  are  busily  spending  the 
own  money — and  raising  funds  froi 
outside — to  drill  wildcat  wells.  Still,  th 
industry  is  very  much  a  closed  cluJ 
Many  "independents"  learned  the  ropi 
by  working  for  oil  companies. 

On  the  other  hand,  oil  millionain 
like  Denver's  Marvin  Davis,  who  bega 
in  the  apparel  business,  and  the  late  Em 
Mosbacher  of  New  York,  who  started  i 
real  estate,  are  exceptions. 

There  are  thousands  of  independer 
drillers  active  today,  and  here  are  pre 
files  of  five  operators  without  oil  indu: 
try  experience  who  have  become  maj( 
producers  over  the  past  decade.  What  d 
they  have  in  common?  Not  surprisingl' 
none  is  a  refugee  from  bureaucratic  co 
porate  life.  Three  moved  into  the  bus 
ness  from  real  estate.  One  was  a  dentis 
Another  played  professional  footbal 
Each  man,  however,  saw  OPEC's  pric 
rises  not  as  a  national  tragedy  but  as 
personal  opportunity.  That  made  hii 
rich — and  the  rest  of  the  nation  less  d< 
pendent  on  imported  energy. 

"All  I  knew  was, 
fill  'er  up  and 
check  the  battery" 

Sam  Lcfrak,  a  New  York  City  lano 
lord,  started  his  drilling  binge  by  nt 
cessity.  He  owns  30,000  apartments,  an 
the  1973  embargo  forced  Lefrak  l 
scramble  for  fuel.  "My  tenants  woul 
have  lynched  me  if  I  didn't  have  oil  1 
heat  their  apartments, "  he  says.  "I  had  I 
make  all  kmds  of  deals — but  we  g« 
through  that  wmter." 

When  the  embargo  ended,  Lefrak  rea 
ized  he  was  still  vulnerable.  So  he  deci< 
ed  to  get  into  the  oil  business  to  b 
assured  of  supplies.  He  also  realized  th; 
energy  was  a  growth  opportunity.  "Bi 
what  did  I  know  about  drilling?"  sa) 
Lefrak.  "All  I  knew  about  oil  was  to  dri\ 
up  to  a  service  station  and  say  'fill  'er  u 
and  check  the  battery.'  So  my  son  Rid 
ard  and  I  learned.  We  took  out  bool 
from  the  42nd  Street  Public  Library.  W 
were  the  new  boys  on  the  block." 

The  Lefraks  learned  fast.  This  yei 
Oklahoma-based  Lefrak  Oil  &.  Gas  wij 
drill  between  90  and  100  wells  with! 
budget  of  over  $65  million,  some  $3 
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Why  shouldnl  boards  of 
directors  expect  somethins 
more  from  accountins  firms? 

The  whole  idea  of  a  board  member's 
esponsibilities  has  changed  enormously  in 
ecent  years. 

Legally  and  otherwise. 

And  considering  what's  expected  of  board 
nembers  nowadays,  why  shouldn't  they 
Jemand  more  from  their  accountants? 

At  Deloitte  Haskins  &  Sells,  we  think  a  good 
vay  to  extend  a  helping  hand  in  the  boardroom 
B  to  keep  you  well  informed. 

Which  is  why  we  go  to  such  lengths  to 
)rovide  board  members  [the  audit  committee,  in 
)articular]  with  reliable,  timely  advice. 

For  example,  there's  our  publication,  "Audit 
Dommittees-1981:  Developments  and 
Directions."  It  describes  the  evolving  role  of  audit 
committees,  and  the  technical  developments  of 
concern  to  them. 

To  say  nothing  of  our  booklet  on  the  SEC's 
lew  integrated  disclosure  system.  Our  infor- 


mative newsletter,  "The  Week  in  Review."  Our 
summaries  of  what's  happening  at  the  FASB. 
And  there's  so  much  more. 
But  publications  aren't  the  only  way  we 
communicate  with  you. 

In  addition,  we  make  reports  to  individual 
audit  committees  on  just  those  accounting  [or 
other]  issues  that  we  think  are  significant  to  the 
committee  members.  Or  that  they  do. 

No  matter  how  much  experience  you've  had 
as  a  director,  what  could  be  more  timely  than 
help  like  this? 

These  days,  it's  almost  a  necessity. 
For  starters,  you  may  want  the  publications 
we've  mentioned.  Write  for  our  "Director's 
Package"  to:  Deloitte 

Haskins  &  Sells,  nnlniHo 
1114  Avenue  of  the  UclUlUC 

^wTrkiE""  Haskins+Sells 

Beyond  the  bottom  line~ 


million  of  that  coming  from  a  well- 
heeled  limited  partner,  Prudential  Insur- 
ance Co.  "Not  had,"  boasts  Lefrak,  who 
today  is  producing  a  lot  more  oil  and  gas 
than  his  tenants  use. 

After  investing  in  several  drilling  part- 
nerships, in  which  he  zeroed  in  on  LVO 
Oil  in  Tulsa,  Lefrak  sent  in  his  own  team 
of  auditors  from  Ernst  &.  Whinney,  who 
gave  the  firm  a  clean  bill  of  health.  But 
LVO  soon  sold  out  to  Ladd  Petroleum. 
So,  says  Lefrak,  "I  got  this  fellow  Wayne 
Swearingen,  who  had  retired  but  was  get- 
ting calluses  on  his  backside.  I  said  to 
him,  'You  run  with  the  ball.  I'll  kick  as 
many  doors  down  as  I  can.  I'll  buy  the 
acreage,  you  develop  it.'  " 

At  the  petroleum  club,  Lefrak  claims, 
"the  guys  with  the  big  belt  buckles  and 
fancy  boots  always  talk  of  'barnburner' 

From  drilling 
on  Mel  Blanc  to 
drilling  with  Union  Oil 

In  the  late  Fifties,  Morris  Frankel  had 
developed  a  successful  dental  practice 
in  Santa  Monica,  Calif.  His  patients 
were  largely  affluent  show-biz  types,  in- 
cluding Mel  Blanc,  the  voice  behind 
Bugs  Bunny  and  Donald  Duck.  But  like 
many  professional  men,  Frankel  was  ac- 
tively engaged  in  putting  his  excess 
funds  to  work,  earning  money  from  real 
estate  investments. 

He  took  positions  in  several  oil  and  gas 
joint  ventures.  Unfortunately  for  Frankel 


deals  in  the  works.  Meanwhile,  I'm  drill- 
ing all  over  Texas,  in  Kansas,  in  the  Per- 
mian Basin,  the  Gulf  area  and  m  the 
Tuscaloosa."  Where's  Lefrak's  money 
coming  from?  Part  of  it  from  the  $70 
million-a-year  excess  cash  flow  that  his 
real  estate  throws  off.  The  rest  from  in- 
stitutions like  Prudential  and  German 
pension  fund's. 

By  the  end  of  1982  Lefrak  expects  he'll 
have  some  $175  million  in  reserves.  "It'll 
be  stuff  that's  down  in  the  ground,"  he 
says,  "not  fantasy  stuff  like  Genentech 
and  other  hotshots,  but  domestic  energy 
that  you  need  to  run  your  car." 

Lefrak  has  even  grander  ambitions  for 
the  future,  but  it  takes  lots  of  capital — an 
estimated  $  1 50  million  next  year  alone — 
to  play  the  energy  game.  It's  not  that 
Lefrak  couldn't  raise  the  money  privatc- 


and  the  patients  who  invested  with  him, 
the  only  income  from  those  deals  wound 
up  going  to  the  partners.  Laments  Fran- 
kel, "The  problem  was  their  'operating' 
costs  ate  up  most  of  the  profit." 

That  didn't  sit  well  with  Frankel,  who 
took  over  some  of  the  partnerships  him- 
self. Soon  afterward,  the  profit  picture 
began  to  brighten.  In  1970  Frankel  decid- 
ed to  put  aside  his  dental  drill  and  make 
petroleum  exploration  a  full-time  busi- 
ness. He  incorporated  his  partnerships 
into  a  company  called  Argo  Petroleum, 
and  the  following  year  he  went  public 
with  a  $3.5  million  offering.  Today  its 
market  value  is  over  $125  million  and 


ly.  But  he  would  pay  about  20%  in  annu 
interest  and  give  equity  kickers  as  we 
To  avoid  that,  Lefrak  will  go  aft 
"cheaper  money" — sometime  next  ye 
he  plans  to  take  Lefrak  Oil  Gas  publ 
That  will  be  the  first  time  any  of  Lcfral 
estimated  $600  million  empire  goes  oi 
side  the  family  (besides  real  estai 
there's  a  growing  recorded  music  cor 
pany),  and  even  then  Lefrak  will  sell  on 
a  piece  of  his  oil  and  gas  business. 

Pleased  with  himself  for  having  tumi 
adversity  into  a  profitable  venture,  tl 
60-year-old  Lefrak  claims  to  see  a  publ 
benefit  in  his  private  success.  "Peop 
like  me  are  making  sure  the  sheikhs  ai 
the  Khomeinis  don't  keep  us  over  a  b. 
rel,"  he  explains.  "I  follow  the  Goldi 
Rule — those  with  the  gold  make  tl 
rules."  Amen,  Sam. 


Frankel  is  worth  over  $20  million.  At, 
has  revenues  of  almost  $14  million  anc 
staff  of  80,  including  10  geologists. 

Frankel,  now  60,  pins  some  of  his  su 
cess  on  a  stint  as  an  army  dentist 
Temple,  Tex.,  where  he  met  some  c 
people.  Years  later  he  put  that  experien 
to  use  by  buying  some  cheap  federal  lai 
leases  in  the  Sespe  field,  in  Ventu 
County,  Calif.  Frankel  drilled  a  well 
6,000  feet,  which  hit  big  in  an  area  th 
had  been  widely  explored — though  clos 
to  the  surface— by  Union  Oil.  Frank 
quickly  bought  another  lease  there  fro 
Union  Oil,  and,  he  says,  "While  Unic 
got  a  14%  royalty,  we  got  the  earning 
Some  heads  rolled  on  that  one."  Argo, 
fact,  should  eventually  produce  20  m 
lion  barrels  in  Sespe. 

Flush  with  such  success,  Argo  boug 
some  Angolan  leases — but  they  turn 
out  to  be  a  bust.  In  the  mid-Seventit 
California's  increasingly  restrictive  dri 
ing  regulations  led  to  another  writeoff. 
1976,  a  hard-pressed  Frankel  finally  so 
part  of  another  highly  productive  Ve 
tura  Coimty  field  to  Sun  Oil  for  $18  m 
lion.  Now,  with  decontrol,  Argo's  ear 
ings  are  much  improved. 

Still,  Frankel  is  quick  to  point  out  tl 
pitfalls  of  his  second  career.  "The  c 
business  isn't  all  a  bed  of  roses,"  he  co 
eludes.  "Today  there's  a  rash  of  peni 
stocks.  Most  little  companies  will  fall  c 
their  faces.  If  you  get  in  without  expe 
ence  and  only  a  little  money,  it's  n 
easy."  But  neither  is  pulling  teeth. 


"Naive"  good  luck— 
and  no  partners 

Ten  years  ago,  Irving  Deal  was  lu 
another  Dallas  real  estate  hotsht  I 
In  1970  his  private  company  sold  6,5i  i 
apartment  units  to  Great  Southwt 
Corp.  for  $20  million.  But  Deal  conti 
ued  to  build.  The  1974  recession,  he  a  I 
mits,  "nearly  drowned  me.  It  becar  I 
evident  that  it  would  be  advisable  ! 


MotTis  Fm/iAi.      .  \igo  Petroleum 

TeJee  the  earnings  and  let  the  royalties  go. 
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©Eastman  Kodak  Company,  1980 


Sure,  copiers  jam.  But  the  question  is,  how 
often?  And  how  seriously?  If  it  happens  a  lot,  takes  a 
long  time  to  correct,  and  gets  people's  hands  dirty, 
there  may  be  something  lacking  in  the  basic  design. 

Kodak  copiers,  people  say,  are  uncom- 
monly easy  to  live  with.  Because  they're  so  well  de- 
signed. A  straight-line  paper  path  minimizes  the 
chance  of  a  jam.  And  makes  it  easy  to  clear,  quickly 
□nd  cleanly,  when  it  does  happen. 

May  we  demonstrate? 

Write:  Eastman  Kodak  Company, 
3D1337,  Rochester.  N.Y.  14650. 

Kodak  copiers.  A  jam  is  easy  to  fix, 
but  you  seldom  tiave  to. 


Kodak  Ektaprint  copier-duplicator 


Today's  Bunker  Ramo 

helps  every  house  in  America 

sleep  a  whole  lot  better. 


Between  the  nation's  far-flung 
global  interests  and  the  need  to 
protect  them,  national  defense  is 
once  more  a  major  concern. 

And  while  it's  obviously  neces- 
sary to  have  up-to-date  military 
hardware,  its  equally  important  to 
have  in  place  some  kind  of  system 
that  can  give  warning  of  hostile 
intent. 

That  the  Defense  Intelligence 
Agency  employs  such  a  system 
today  is  testimony  to  the  capabil- 
ities of  Bunker  Ramo  in  electronic 
systems  integration. 

In  simple  terms,  masses  of  infor- 
mation are  collected  at  every 
major  Air  Force  headquarters  in 
the  U.S.,  and  then  fed  into  an  intel- 
ligence data  handling  system. 
Bunker  Ramo  systems  analyze 
these  data,  reduce  them  to  intelli- 


gible patterns,  and  report  them  out 
24  hours  a  day  to  all  those  con- 
cerned with  the  nation's  safety. 

And  since  one  of  the  readouts  is 
in  the  White  House  Ready  Room, 
that  means  the  primary  occupant  at 
1600  Pennsylvania  Avenue  can  go 
to  bed  at  night  with  a  somewhat 
easier  mind. 


In  addition  to  being  a  single 
source  supplier  of  electronic 
intelligence,  ocean  surveillance 
and  data  management  systems  for 
the  nation's  defense,  today's 
Bunker  Ramo  produces  informa- 
tion systems  for  brokerage  houses, 
banks,  thrift  institutions  and  insur- 
ance companies,  and  also  manu- 
factures more  than  65,000 
different  electrical  and  electronic 
connectors  under  the  Amphenol* 
name. 

More  than  anything,  ours  is  a 
company  with  a  reservoir  of  high 
technology,  a  solid  base  of  innova- 
tive products,  and  a  resourceful 
management.  Which  is  why  today's 
Bunker  Ramo  is  a  company  that's 
on  the  move.  Bunker  Ramo 
Corporation,  900  Commerce 
Drive,  Oak  Brook,  Illinois  60521. 


UNKER 
RAMO 

Ticker  symbol:  BR 


Irving  Deal  uj  Windsor  hjicrii}' 

He  started  out  selling  cooleware  for  Alcoa. 


diversify  into  something  else." 

So  Deal  looked  around  for  a  less  vola- 
tile business,  and  the  OPEC  price  in- 
creases lured  him  mto  oil.  He  sold  most 
of  his  real  estate  business  and  capitalized 
a  new  company,  with  less  than  half  a 
million  dollars.  Its  name  is  Windsor  En- 
ergy, after  the  street  where  Deal  lives. 
Today,  Windsor  has  annual  revenues  of 
over  $100  million  and  Deal's  holdings  are 
worth  S85  million  to  $100  million.  Not 
bad  for  a  man  whose  first  job  was  selling 
Wear-Ever  cookware  for  Alcoa. 


When  he  moved  into  oil,  however, 
Deal  sought  the  advice  of  a  Stanford  fra- 
ternity brother,  Frank  West.  "He's  my 
patron  saint  and  president  of  Santa  Fe 
Minerals,"  Deal  explains.  West  intro- 
duced Deal  and  his  then  partner  to  Ray 
Holifield,  a  Dallas-based  geologist. 

Deal  quietly  commissioned  a  study  of 
the  Austin  Chalk  region,  which  had 
intrigued  him  ever  since  he  heard  about 
the  City  of  Giddings  Well:  In  1972 
Union  Producing,  an  independent,  had 
sold  that  well  in  the  Chalk  for  a  mere 


$15,000;  soon  after  that,  it  was  produc-j 
mg  about  328  barrels  of  oil  a  day,  an 
output  that  continued  for  four  years. 
Deal  concluded  that  the  territory,  aban-i 
doned  by  the  big  oil  companies,  wasi 
worth  a  closer  look. 

Then  came  a  stroke  of  luck.  "My  engi-' 
neers  asked  me  what  percentage  of  the; 
study  of  the  Chalk  I  wanted  to  be  respon-: 
sible  for,  suggesting  a  quarter,"  saysj 
Deal.  "But  in  real  estate  you  own  every-i 
thing.  And  so  I  said,  naively,  'We  don't; 
want  any  more  partners.'  "  i 

So  Deal  drilled  in  a  17,000-acre  area  in! 
the  Chalk  with  U.S.  Resources,  and  was: 
delighted  by  the  absence  of  additional] 
partners  clamoring  for  their  shares.  He! 
and  his  partners  spent  about  $4  million) 
drilling  seven  wells.  They  hit  oil  in  six  of] 
the  seven  tries,  producing  an  average  of 
200  barrels  of  oil  a  day  from  each  well,  | 
and  later  divided  the  interests.  \ 

Over  the  next  five  years  Deal  addedl 
four  rigs  and  many  more  participants.  He| 
remains  proud  that  "we're  not  basically  aj 
drilling  fund.  We've  got  no  sales  force 
and  we  don't  make  money  if  we  don't! 
find  oil.  Drilling  funds  often  do."  i 

Still,  Windsor  is  doing  remarkably' 
well.  With  a  current  drilling  budget  of; 
roughly  $60  million,  it  punches  abouti 
seven  wells  a  month,  producing  some' 
7,500  barrels  of  oil  and  25  million  cubic! 
feet  of  gas  a  day.  Yet  Deal  doesn't  consid-: 
er  himself  an  authentic  oilman.  "L 
couldn't  even  talk  to  one  of  those  real] 
old-timers,"  he  says.  "I'm  just  a  busi-i 
nessman  in  the  oil  business.  The  great 
reward  I've  felt  is  building  things  up  from, 
absolute  zero."  1 


"Not  bad 
for  an  ex-jock" 

Lonme  Williams  sat  on  the  bench 
during  his  entire  two-year  career  as 
a  linebacker  for  the  Denver  Broncos. 
Sidelined  with  a  knee  injury  and  told 
that  he  could  no  longer  play  pro  ball, 
Williams  retreated  to  coaching.  First  he 
was  at  the  University  of  Oklahoma  and 
later  at  Wichita  State  University,  where 
he  remained  for  three  years. 

But  bombing  out  as  a  pro  was  a  bless- 
ing in  disguise.  Williams  is  worth  mil- 
lions now.  As  sole  owner  of  E.G.  Wil- 
liams Corp.,  he  drills  about  70  wells  a 
year  and  produces  40,000  barrels  of  oil 
and  730  million  cubic  feet  of  gas  every 
month.  His  gross  revenues  in  1980  to- 
taled $37  million.  "Not  bad  for  an  ex-jock 
who  didn't  know  anything  about  the  oil 
business,"  he  drawls. 

Williams,  now  40,  had  only  vague  no- 
tions of  running  his  own  oil  company 
when  he  quit  coaching  in  1970  and  went 
to  work  selling  oil  drilling  and  service 
equipment  in  Dallas.  In  lanuary  of  1976 
he  and  his  wife  and  four  children  moved 
to  Oklahoma  City,  where  Williams'  foot- 
ball contacts  proved  invaluable.  At  a  Uni- 


Lonnie  Williams  of  I.  G  W  illiams  Cotp 

From  warming  the  football  bench  to  calling  the  oilfield,  plays. 
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CHOOSE  THE  MORTCAGE 
THAT'S  BEST  FOR  YOU. 


THE 
STANDARD 
MORTGAGE 


GRADUATED 
PAYMENT 
LOANS 

MORTGAGES  WITH 
CHANGING  RATES 


ASK  QUESTIONS 
UNTIL  YOU'RE  SURE 


WHAT  IS 
FANNIE  MAE? 


Today,  choosing  the  right  kind  of  mortgage  is  as  important  as  choosing  the  right 
house.  The  30-year,  fixed-rate  loan  has  been  joined  by  a  variety  of  new  types  of 
mortgages,  designed  to  help  home  buyers  and  lenders  cope  with  rapidly 
changing  interest  rates. 

Many  lenders  still  offer  the  fixed-rate,  30-year  mortgage.  Since  it's  issued  at  an 
interest  rate  that  stays  the  same  over  the  life  of  the  loan,  your  monthly 
payments  (principal  and  interest)  remain  constant.  However,  in  exchange  for 
the  assurance  of  level  payments,  interest  rates  may  be  higher  for  these 
mortgages  than  for  the  newer  types. 

Government-backed  FHA  and  VA  mortgages  have  fixed  rates  which  may 
be  lower  than  conventionally  financed  loans,  but  lenders  usually  compensate 
by  charging  "points"  to  the  seller.  (A  point  equals  1%  of  the  mortgage.)  The 
seller  may  therefore  be  less  willing  to  negotiate  on  his  asking  price. 

One  of  the  new  kinds  of  loans,  the  Graduated  Payment  Mortgage  (GPM),  is  set 
up  so  that  monthly  payments  start  out  lower  and  then  increase  gradually  to  a  pre- 
determined limit  that  is  higher  than  for  level-payment  mortgages.  GPMs  permit 
buyers  who  expect  their  future  income  to  increase  to  qualify  for  larger  loans. 

Another  new  type  of  loan  comes  in  a  variety  of  forms,  called  adjustable  rate, 
variable  rate  or  renegotiated  rate  mortgages.  They  all  work  basically  the  same 
way:  their  interest  rates  will  go  up  or  down,  within  stated  limits,  over  the  term 
of  the  loan.  The  amount  of  the  adjustment  depends  upon  changes  in  prevailing 
interest  rates.  Lenders  frequently  offer  lower  initial  rates  on  these  loans  than 
for  standard  fixed  rate  mortgages. 

Choosing  the  right  kind  of  mortgage  is  more  complicated  and  probably  more 
important  now  than  ever  before.  It  makes  sense  to  talk  to  someone  experienced 
in  real  estate,  to  ask  lots  of  questions  all  along  the  way,  and  to  compare  the 
offerings  of  all  types  of  lenders,  such  as  savings  and  loan  associations,  banks, 
mortgage  companies  and  credit  unions. 

For  additional  information  to  help  you  shop  for  a  mortgage  to  fit  your 
particular  needs,  write  for  our  free  booklet. 

Fannie  Mae,  the  Federal  National  Mortgage  Association,  is  a  shareholder-owned 
corporation  which  helps  meet  people's  housing  needs  by  supplying  money  to 
the  home  mortgage  industry.  We  do  not  make  loans  directly  to  consumers.  But 
by  purchasing  mortgages  from  local  lenders,  we  replenish  their  funds  for 
further  lending. 

Since  becoming  a  private  corporation  in  1968,  Fannie  Mae  has  invested 
in  housing  for  more  than  three  million  American  families.  Federal  National 
Mortgage  Association,  3900  Wisconsin  Avenue,  N.  W,  Washington,  D.  C.  20016. 


FANNIE  MAE  America's  Mortgage  Resource 


MCSTOFAN 
TIME  IS  SPE^ 

YET  irS  THE 
LEAST  QUAk 

It  Starts  the  moment  you  walk  through  the  door. 
The  phone  rings.  You  pick  it  up  and  listen. 

An  associate  comes  into  your  office  with  a  problem.  And  you  listen. 

You  rush  off  to  one  meeting  after  another.  And  listen. 

The  fact  is  executives  spend  more  time  listening  than  they  do  anything 


jcECunvrs 

USTENIMG. 
WMG  HEV 
HED  TO  Eta 

But  unfortunately,  much  of  this  time  is  wasted. 

Research  studies  show  that  on  the  average  we  listen  at  a  25%  level 

efficiency, 

A  statistic  that  is  not  only  surprisingly  low,  but  terribly  costly. 
When  executives  dont  listen  effectively,  communication  breaks  down. 
Ideas  and  information  get  distorted  by  as  much  as  80%  as  they  travel 
mgh  the  organization. 

Yet  as  critical  as  listening  is,  it 5  the  one  skill  were  never  really 
ned  to  do. 

Well,  as  one  of  the  world's  largest  corporations,  we  at  Sperry  are  making 
z  our  executives  are  as  qualified  at  listening  as  they  are  at  everything  else. 
We  have  special  listening  programs  that  Sperry  employees  worldwide 
attend.  From  Sperry  Univac  computer  representatives  to  Sperry  New 
lland  agricultural  engineers  to  the  Chairman  of  the  Board. 
These  programs  are  helping  us  take  full  advantage  of  all  the  time  we 
ad  listening. 

As  a  result,  when  you  talk  to  someone  from  Sperry,  one  things  for  ^ 
ain:  Neither  of  us  will  be  wasting  time. 

•^SPER^Y 

We  understand  how  important  it  is  to  listen. 

Spcm  IS  .S/xTTN'  [  h\iiiu.'  cmnlmlcrs,  Sperry  New  Holkiricl  jawi  equilymerxt, 
Sperry  Vickers  jluu.1  paiver  sN'smris,  aml  ,i,n(iclt/ric"c'  ai\d  contral  ciiuij-nncnt 
fnnn  Speny  divisioii  aiit/  Speriy  f%/if  Systems. 

How  qualified  a  listener  are  youf 
Sperry,  Dept.  4E,  1290  Avenue  of  the  Americas,  iVew  York,  New  York  1001 9  for  a  listening  quiz  that's  both  fun  and  a  little  surprisinfi. 


vcrsity  of  Texas  postgame  party  Wil- 
liams met  Cliff  Culpepper,  who  offered 
him  a  job  in  his  small  independent  oil 
eompany.  The  two  men  hit  it  ott,  and  a 
year  later  founded  L.G.  Williams  Corp. 

Six  months  later  they  had  $10  million 
to  bankroll  their  drilling  program.  "We 
raised  it  on  the  street  cold  turkey,"  Wil- 
liams explains.  "Every  doctor  and  law- 
yer's got  a  tax  problem."  By  the  end  of 
the  year  L.G.  Williams  had  drilled  18 
wells  in  Canadian  County,  west  of  Okla- 
homa City.  Of  those,  15  proved  commer- 
cial and  together  produced  about  500  bar- 
rels of  oil  and  6  million  cubic  feet  of  gas  a 
day.  A  year  later  the  firm  drilled  39  wells 
and  spent  $1 7.6  million. 

At  the  end  of  1979  the  partnership 


"A  good  appearance  and 
a  halfway-decent  brain" 

I'm  a  gambler  and  I  get  bored  easily," 
says  David  W.  Berry,  who  made  and 
lost  a  million  dollars  buying  and  selling 
houses  and  apartments  in  Salt  Lake  City 
and  elsewhere  by  the  time  he  was  22.  As 
a  young  man  he  learned  an  old  lesson: 
"When  people  make  their  first  million 
they  begin  to  think  they  can  do  no 
wrong.  But  you  can — you  always  can," 
Berry  says.  "I  know." 


crumbled  and  Williams  bought  Culpep- 
per out.  "He  was  an  old-timer,"  Williams 
says.  "I  wanted  to  hire  some  technical 
people  and  he  didn't."  As  a  result  of  that 
expansion,  Williams  estimates  th^t  he  is 
now  one  of  the  most  active  independents 
in  the  state  of  Oklahoma.  In  1979  he  had 
drilled  75  vyells — including  one  below 
21,000  feet  that  was  completed  in  under 
200  days.  Williams  thinks  that  was  an 
industry  first. 

That  well,  like  all  of  Williams'  tri- 
umphs, surprised  his  fellow  drillers.  "It 
was  pretty  hard  to  get  started,"  he  re- 
calls. 'Teople  were  always  saying,  'He 
won't  be  here  in  six  months.'  Then 
you're  here  six  months  and  then  a  year, 
and  finally  people  start  paying  atten- 


Now,  nine  years  and  many  millions 
later.  Berry  is  chief  executive  of  Berry 
Petroleum  Corp.,  an  Oklahoma  City- 
based  oil  and  gas  independent.  Last  year 
his  business  was  the  drilling  operator  for 
40  wells  and  participated  in  82  more. 
"Net  reserves  are  m  the  $20  million 
range,  and  that's  probably  all  I  should  say 
in  the  way  of  numbers,"  Berry  says. 

He  grew  up  in  a  Mormon  household, 
the  son  of  a  foreman  at  Standard  Oil  Co. 
of  California.  After  graduating  from  high 
school  Berry  attended  the  University  of 


tion."  Still,  Williams,  who  grew  up  "ii 
real  poor  part  of  Dallas,"  and  was  rai; 
by  his  divorced  mother,  has  an  indep( 
dent  streak  that  makes  him  comfortal 
as  a  loner. 

Today  he  is  sitting  on  about  56,000 1 
acres  of  reserves,  with  about  anotJ 
20,000  acres  undrilled.  Williams  gues: 
that  he  has  over  2  million  barrels  of 
and  about  87  billion  cubic  feet  of  gas: 
the  ground,  and  next  year  he  plans  to 
public.  "This  IS  a  business  where  foi 
tude  and  hard  work  still  pay,"  he  cc 
eludes.  "Money  doesn't  impress  me  a 
zero  doesn't  scare  me.  You've  got 
wake  up  every  morning  with  that  at 
tude — and  run  with  it."  A  run  of  luck, 
course,  helps  too. 


Utah  "for  ten  days."  Then  he  left 
work  as  a  real  estate  developer  a 
quickly  learned  to  put  together  tax  sh 
ters.  He  then  joined  Financial  Mana] 
ment  Services  Inc.  "I  was  exposed  to  t 
way  monied  people  are  talked  to  a 
handled.  I  learned  a  lot,"  he  says. 

Over  the  next  three  years  Berry  ma 
$1  million  on  real  estate  deals  from  1 
base  in  Salt  Lake  City.  "Then  I  tool< 
real  dive  when  I  invested  in  the  volat 
real  estate  market  in  Houston  and  I  ji 
couldn't  ride  out  the  swing.  So  I  1( 
the  million,  plus  the  hundred  thousa 
still  owed." 

Berry  decided  to  skip  town— thou 
he  eventually  paid  back  his  debts — a 
later  moved  to  Oklahoma  City.  The 
despite  his  lack  of  experience,  he  fou 
scattered  oil-related  consulting  |obs. 
was  late  1973.  "My  timing  was  gooc 
Berry  concedes.  "The  business  was  { 
ploding.  Anyone  with  a  halfway-decc 
brain  and  a  good  appearance  could  j 
something  going."  Berry  enjoyed  t 
pace  and  possibilities  of  oil:  "The  bigg* 
money  is  there,  coming  in  and  goi 
out,"  he  says,  a  bit  breathlessly. 

In  1976  Berry  and  an  accountant,  Jol 
Rainwater,  formed  Vulcan  Energy  Coi 
with  the  help  of  a  mutual  friend  w 
cosigned  a  $50,000  note.  "We  then  fou 
10  or  15  investors  who  went  in  for  abo 
$15,000  each,  and  we  dnllefl  our  fi: 
well.  It  came  in  at  8,000  feet,  wi 
800,000  cubic  feet  of  gas  and  130  barn 
of  oil  a  day.  The  well's  still  going  and  \ 
estimate  that  it'll  have  a  15-year  life." 

From  1976  to  1978  Vulcan  accumul; 
ed  net  reserves  worth  between  $2  m 
lion  and  $3  million.  "But  I  want 
more,"  says  Berry.  He  got  it  throu, 
Berry  Petroleum,  which  he  had  found 
in  1975.  The  firm  spent  $31.5  million 
drill  in  1980.  About  40%  of  that  car 
from  private  placement  offerings  ; 
ranged  by  drilling  funds,  and  the  remai 
der  from  industry  participants.  Men 
has  been  no  problem.  "Every  week  sor 
bank  comes  in  trying  to  get  a  piece  of  o 
business,"  Berry  says. 


Iku  ul  Bcny  oj  Beny  I'elruleiiDt 

It  woLS  late  1973  and  the  business  was  exploding. 
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Eighteen  tJiouSitid  (^mon  Mi 

know  National  Life  and  Accident  because 

they  bought  its  insurance  at  a  discount. 


SJone  of  them  know  the  company  that  actually  sold  it. 

Because  NLT  Marketing  Services  is  the  newest  part  of  the  $4-billion  NLT  family. 

A  family  involved  in  insurance,  broadcasting,  entertainment,  real  estate  development, 
data  processing,  lodging,  and  more. 

NLT  Marketing  Services  is  part  of  it.  Its  business  is  offering  the  best  of  our  three 
?reat  life  insurance  companies— The  National  Life  and  Accident  Insurance  Company, 
Great  Southern  Life  Insurance  Company,  and  Guardsman  Life 
[nsurance  Company— to  insurance  agents  and  brokers  nationwide. 
Never  before  have  these  programs  been  available  through  one 
centralized  source. 

NLT  Marketing  Services  is  an  iniportant  and  exciting  part  of 
NUT.  A  corporation  made  up  of  interesting  people  doing  interesting 
things.  And  always  doing  them  a  little  better  than  they  're  expected  to 
.  You  never  heard  of  NLT?  Well . . .  keep  listening. 


IVIore  than  you'd  expect 


i 


Closed  stores  tilon^  Joseph  Campciii  in  Uanitmnick,  Mich  .  facing  the  rubble  that  once  /rciv  the  I)(j(Jf>e  />/<int  that  L'e/)t  the  stores  in  l)iisim 
The  new  plant  GM  will  build  on  the  site  wUl  offset  only  a  fraction  of  the  area's  total  Job  losses. 


CKi  V'S  BAII? 


The  Midwest,  like  New  England 
long  ago,  is  in  a  long  industrial 
decline.  Neither  wishful  thinking 
nor  vast,  expensive  federal  pro- 
grams can  change  the  facts. 


Trouble 
in  the 
Heartland 


By  Jerry  Flint 


THEY  ARE  GOING  TO  BE  THE  new  New  England,"  says 
worried  Rene  McPherson,  head  of  Stanford  Universit 
graduate  school  of  business  and  formerly  the  chief  < 
ecutive  of  Dana  Corp.  "It  scares  me.  I  don't  want  to 
oversimplistic,  and  I'm  not  trying  to  say  that  all  is  lost,  but  tl 
has  the  makings  of  a  Pearl  Harbor.  It's  much  worse  than  mc 
people  think." 

What  frightens  McPherson  is  the  present  economic  distrt 
in  the  Midwest,  the  nation's  industrial  Heartland.  It's  n 
simply  the  magnitude  of  the  numbers  tracking  the  trouble,  b 
the  fundamental  nature  of  the  forces  causmg  it.  The  prospect] 
appalling — not  one  of  recession  lasting  for  months,  or  evi 
years,  but  of  hard  times  lasting  for  several  decades. 

Some  of  the  fundamentals  at  work — the  long  drift  of  capiti 
jobs  and  people  from  the  Heartland  to  what's  become  knov 
as  the  Sunbelt — are  familiar  enough.  On  top  of  that  came  t 
energy  crisis,  putting  the  midwestern  states  with  their  cc 
winters  at  a  further  disadvantage  compared  with  warm 
states  to  the  south  and  west.  But  compounding  these  wo 
now,  so  suddenly  that  few  yet  comprehend  it,  is  the  likelihoi 
that  when  the  Heartland's  key  industries  recover — autos,  ste 
and  the  metalworking  trades  that  go  with  them — a  large  fra 
tion  of  the  jobs  these  industries  used  to  provide,  perhaps 
many  as  a  fourth  the  jobs  in  some  cases,  will  have  disappeare 
That  means  that  when  the  national  slump  is  over,  the  Midwe 
will  still  be  in  trouble.  Ironically,  the  pain  in  the  Midwest  j 
increasing  as  the  slump  in  the  East  seems  to  be  abating:  Ne 
England's  unemployment  rate  is  running  well  below  today 
national  average  and  even  the  mid-Atlantic  states  with  le 
reliance  on  heavy  industry  have  better  prospects. 
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able  in  the  Heartland — the  five  Great  Lakes  states  of 
Indiana,  Michigan,  Ilhnois  and  Wisconsin  plus  the  west- 
aches  of  Pennsylvania  and  New  York  and  a  hunk  of 
ari  as  well — would  be  trouble  enough  because  of  the 
iT  of  lives  and  the  amount  of  assets  affected.  The  Heart- 
vere  it  a  nation,  would  be  one  of  the  most  powerful  on 
a  match  for  anything  in  the  world  outside  Japan,  with 
i^er  40  million  people,  a  gross  "national"  product  of  more 
1500  billion,  an  industrial  complex  producing  70%  of 
ca's  steel,  two-thirds  of  its  autos,  60%  of  its  machine 
plus  a  solid,  prosperous  agricultural  base  from  corn  to 
:s  that  IS  to  food  as  Saudi  Arabia  is  to  oil.  Its  cities — 
;o,  Detroit,  Pittsburgh,  Buffalo,  Cleveland,  Muncie,  Mil- 
e,  St.  Louis — are  cast  in  nameplates  on  machinery 
1  the  world. 

Heartland's  distress  is  all  the  more  urgent  because  of  its 
ial  for  bitter  sectional  strife.  A  national  economic  slump 
thing,  regional  recession  quite  another.  And  what's  good 
nation  as  a  whole  may  be  painful  to  several  of  the  states 


I  it.  The  Reagan  Administration,  for  example,  hopes  to  ./"^'"'.s  ///  chitci^-u  ujici  the  mill  dosed 
A.7  billion  from  the  CETA  and  Trade  Adjustment  Assis-    Owce  there  was  even  a  lunch  trade;  now  nothing. 

programs'  funding  in  fiscal  1982.  These  two  programs 
signed  to  support  faltering  local  economies,  and  mid- 
n  congressmen  and  union  leaders  are  not  likely  to  accept 
:uts  without  a  fight.  Beyond  that  is  a  greater  question, 
;ing  raised,  with  great  potential  for  rancorous  wrangling; 
ar  should  the  national  government  go — and  how  much 
1  It  spend — to  save  the  old,  to  delay  change,  to  encourage 
zens  to  stay  when  the  jobs  are  moving  elsewhere? 
auto  industry's  troubles,  of  course,  have  caused  most  of 
in.  Some  200,000  workers  are  on  indefinite  layoff  from 
carmakers  today,  as  many  as  200,000  more  from  their 
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Unemployment 


Heartland 

lllmuis 
Indiana 
Michigan 
Ohio 
Wisconsin 


New  England 

Connecticut 
Maim- 
Massachusetts 
New  Hampshire 
Rhode  Island 
ont 


West 

Alaska 
Arizona 
California 
Colorado 
Hawaii 
Idaho 
Iowa 
Kansas 
Minnesota 
Missouri 
Montana 
Nebraska 
Nevada 
New  Mexico 
North  Dakota 
Oregon 
South  Dakota 
Utah 

Washington 
Wyoming 


South 

Alabama 
Arkansas 
District  ot 

Columbi.T 
Florida 
Georgia 
Kentucky 
Louisiana 
Mississippi 
North  Carolina 
Oklahoma 
South  Carolina 
Tennessee 
Texas 
Virginia 
West  Virginia 


Hid-Atlantic 

Delaware 
Maryland 
New  Jersey 
New  York 
['ennsylvania 


Unemployment  soared  the  past 
year  in  the  Heartland  while  the 
remainder  of  the  nation  held 
its  own.  It  will  be  a  continuing 
problem  even  after  the  national 
economy  makes  its  recovery. 


Unemployment 


1979 


1980 


suppliers.  In  its  automotive  divisions,  Ford  Motor's  white- 
collar  work  force  is  down  25%  in  just  18  months. 

Normally  these  workers  would  be  recalled  when  production 
recovers.  If  recovery  were  slow  in  coming  and  those  laid  off 
had  gone  elsewhere,  new  men  and  women  would  step  into 
these  high-paying  jobs,  approaching  $20  an  hour  in  pay  and 
fringes  at  the  biggest  companies.  But  those  who  have  lived 
with  the  industry  all  their  lives  no  longer  expect  normal  times. 
"I  just  can't  see  the  day  when  we  return  to  the  employment 
levels  of  1979,"  says  Douglas  Fraser,  president  of  the  United 
Auto  Workers  union.  Henry  Ford  H  agrees.  Even  when  the 
industry  is  back  on  its  feet  in  the  mid-1980s,  he  says  sadly, 
"We're  not  going  to  need  the  number  of  people  we  needed 
before."  A  federal  study  projects  the  loss  of  500,000  auto 
manufacturing  jobs  this  coming  decade.  "The  result  could  be 
enormous  social  and  economic  dislocation  as  the  nation's 
industrial  base  permanently  shrinks,"  it  states. 

Don't  blame  the  auto  companies.  Blame  yourselves.  Every 
time  you  buy  a  lapanese  car,  you  are  voting  against 
Detroit's  sky-high  wage  scales  and  in  favor  of  labor-saving 
automation.  To  compete  with  Japan's  higher  productivity  and 
greater  degree  of  automation,  U.S.  auto  companies  have  no 
choice  but  to  seek  the  same  type  of  productivity. 

General  Motors  has  425  robots  working  in  its  plants  or  on 
order.  It  expects  to  have  5,000  by  1985,  14,000  by  1990.  Some 
GM  executives  foresee  productivity  gains  of  50%  in  the  next 
decade.  That  may  save  the  industry.  Indeed,  it  probably  will. 
But  it  means  the  great  river  of  auto  jobs  that  built  the  region  for 
three-fourths  of  a  century  will  dry,  despite  recovery'. 

Donald  Smith,  director  of  the  University  of  Michigan's 
Office  of  Industrial  Development,  after  a  recent  survey  of 
industry  leaders,  predicts  that  sharp  increases  in  productivity 
combined  with  the  swing  to  smaller  cars  and  the  increasing 
use  of  imported  parts  and  engines  will  bring  a  20%  to  25% 
decline  in  the  industry's  employment.  "What's  happening  to 
imported  parts  is  almost  as  devastating  as  the  loss  in  bodies 
[car  imports] — $6  billion  to  $7  billion  in  parts,"  Smith  notes.  In 


Mexico,  for  example,  Ford  is  building  a  $400  milli 
engine  plant,  with  most  of  the  production  to  be  expor 
back  to  the  U.S.  starting  in  the  '84  model  year.  GM,  b 
IS  expanding  parts  and  engine  facilities  south  of 
border.  Says  Smith:  "I'm  not  an  economist,  but  h 
many  other  jobs  do  you  lose  when  this  happens?  H 
much  does  growth  in  service  jobs  slow?' 

In  steel,  another  Heartland  industry,  blue-collar  e 
ployment  was  down  to  285,000  late  last  year  fr( 
403,000  a  decade  earlier,  while  labor  costs  had  jumped 
$19.36  an  hour  from  $5.68,  One  day  a  few  weeks  a, 
8,000  men  and  women  jammed  into  the  East  Chica 
Ind.  employment  office  of  Inland  Steel  Co.,  breaki 
down  part  of  the  property  fence  because  word  was  out  t 
company  was  hiring  25  to  50  a  week  to  cover  tumo\ 
Steel,  too,  must  push  up  its  productivity — more  st 
produced  by  fewer  hands — to  survive.  Republic  Steel, 
example,  just  sold  half  its  Alabama  coal  lands  for  $1 
million  and  is  likely  to  spend  that  money  and  mon 
much  more — on  such  things  as  a  continuous  cast 
which  will  potentially  increase  steel  yield  12%  with( 
adding  manpower. 

Can't  those  hundreds  of  thousands  of  displaced  wo 
ers  across  eight  states  be  retrained?  "I  say,  what  are  it 
retraining  them  for?"  asked  Chrysler's  Chairman  I 
lacocca  in  a  conversation  with  Fraser  of  the  UAW.  "True  sto 
Fraser  says  auto  guys  are  going  to  sell  McDonald's  hamburge 
I  say:  'You  need  training  to  sell  McDonald's?'  He  says:  'W( 
the  government's  going  to  pay  for  it.'  " 

Of  course,  service  jobs  grew  everywhere,  even  in  the  Hea 
land.  Not  as  many  new  service  jobs  there  as  in  the  Sunbelt,  li 
they  grew.  There's  a  big  difference,  though.  Representat: 
lohn  Seiberling  (D-Ohio)  of  Akron,  which  lost  25,000  rubb 
manufacturing  jobs  in  the  past  quarter  century,  5,000  of  tht 
last  year  alone,  likens  service  jobs  to  taking  in  other  peopl 
washing:  "They  don't  add  that  much  to  the  economic  bas< 
Retail  jobs  pay  one-third  the  rubber-  or  steelworker  rat 
he  points  out.  "It's  absolutely  a  lower  standard  of  living,  i) 
really  a  substitute," 
Seiberling  says. 

It's  not  only  the  highly 
paid  industrial  workers 
who  must  adjust  to  the 
changes.  As  their  eco- 
nomic bases  shrink,  state 
and  local  budgets  will  be 
squeezed.  "I  was  down  in 
Atlanta,"  recalled  De- 
troit's Mayor  Coleman 
Young  the  other  day  when 
he  came  to  the  capital  to 
hear  how  the  Reagan  Ad- 
ministration was  plan- 
ning to  chop  aid.  "They 
pay  their  policemen 
$14,000  to  $15,000  a  year. 
Detroit  police  now  make 
$26,000.  We  had  to  lay  off 
some  very  skilled,  very  de- 
sirable police  officers.  I 
tried  to  help  and  sent 
some   down   there.  But 


Production  jobs 


This  basis  of  the  Heartlandl 
wealth  fell  9%  in  the  decadj 
Expected  gains  in  productivit 
in  key  industries  such  as  stei 
and  autos  would  speed  the  d( 
cline  in  the  coming  decade. 


Manufacturing  employment  (millions) 


5.5 


4.5 


3.5 


2.5 


1.5 


South. 


-West 


Mid-Atlantic 


New  England 


1970 


1980 
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Service  jobs 


employment  (millions 


1980 


e  rose  in  the  Heartland 
lot  nearly  as  fast  as  else-     ^^ey  came  back;  the  mon- 
e:  up  49%,  against  55%  in  ^^^"'t  enough.  Hous- 

A^est,  70%  in  the  South.     ^^"'^  s^™^- 
e,  these  jobs  don't  pay  as     ^  ^he    service    trade  is 
as  work  in  heavy  industry.  Down  at  [okie's  bar 

the  other  week,  on  Chica- 
go's South  Side,  steel 
country,  it  was  only  8:15 
at  night  but  owner  George 
"lokie"  Drakulich  was 
ready  to  shut  for  the 
night.  A  3,500-employee 
steel  company  had  closed 
for  good  last  year.  "If  this 
would  have  happened 
when  I  first  got  into  the 
business,  I  would  have 
quit  long  ago.  But  I'll  be  62 
in  March,  and  I'm  waiting 
for  a  pension,"  says  Jokie. 
"I  used  to  do  a  lunch  trade 
business  but  now  there's 
nothing.  Guys  used  to 
stop  by  after  their  shifts 
for  a  few  drinks.  Now 
:  staying  home  and  watching  TV,"  he  says  as  the  few 
lers  get  ready  to  push  off. 

>ed  to  stay  open  until  midnight,  now  I  usually  close  at 
get  frightened  staying  open  so  late  with  so  few  people  in 
says  Maria  Poloza,  who  with  her  husband  John  owns  the 
1  Shell  Restaurant  and  Bar  on  the  South  Side.  There's 
isiness,  but  it's  not  the  same.  "My  staff  was  35  people, 
's30." 

icago.  New  York,  Cleveland,  those  used  to  be  the  places 
0  work.  Now  they've  gone  to  hell  with  the  dogs,"  says 
ledina  of  Chicago.  He's  still  working  at  an  auto  plant, 
0  brothers  lost  steelmaking  jobs.  "Now  you  got  to  go  to 
)n,  Atlanta  for  jobs,"  he  says.  But  his  brothers  don't 
o  leave  the  Windy  City  and  their  family.  Says  Medina: 
irker  and  darker." 

sighted  political  leaders  understand  the  change  coming. 
"Jo  doubt  the  Midwest  has  a  long  period  of  contraction 
'  says  Doug  DeGood,  the  mayor  of  Toledo,  an  industrial 
between  Cleveland  and  Detroit,  "but  if  cities  like  Tole- 
;rsify  in  the  next  ten  years  away  from  dependence  on 
nufacturing  base,  we  can  buck  the  trend.  The  public  and 
ivate  leadership  know  it  has  to  be  done."  The  only 
;,  he  admits,  is  that  they  don't  know  how  to  do  it  yet. 
lifficult  not  to  be  pessimistic  about  the  Midwest.  "It's 
s  old  joke — what  to  do  in  a  nuclear  attack,"  says  Amitai 
i,  director  of  the  Center  for  Policy  Research  in  Washing- 
t  better  known  as  the  father  oi  reindustrialization .  "Put 
hitc  sheet,  then  walk  slowly  to  the  cemetery  and  bury 
If.  Why  slowly?  To  avoid  panic." 

e  us  a  shot,"  pleads  Mayor  DeGood.  "We  evolved  into 
^e  are  since  the  Civil  War  and  the  Industrial  Revolution, 
n't  going  to  turn  that  around  in  24  months." 
mg  the  nastiest  imponderables  in  the  Heartland's  future 
impact  of  further  energy  price  boosts.  It's  not  that 
-importing  states  won't  get  their  fair  share  of  oil  or  gas 
;  it's  that  the  price  they  will  have  to  pay  could  impover- 
m.  In  1979  the  Treasury  Department  had  predicted  that 


oil  would  produce  state  revenues  of  $120  billion  this  decade, 
with  most  flowing  to  Texas,  Alaska,  Louisiana  and  California. 
That  estimate,  based  on  $30-a-barrel  oil  and  assuming  further 
price  increases  of  2%  annually,  seems  hopelessly  out  of  date. 

Such  numbers  have  grave  implications,  not  only  for  the 
Midwest.  "Half  the  country  is  nearly  bankrupt,  many  of  its 
major  cities  are  pools  of  unemployment  and  unrest,  and  the 
other  half  swimming  in  oil,  industry  and  wealth,"  wrote  Felix 
Rohatyn,  the  Lazard  Freres  partner  who  masterminded  the 
restructuring  of  New  York  City's  finances.  Rohatyn  has  been 
writing  thoughtfully  for  such  publications  as  the  New  York 
Review  of  Books  on  the  dangerous  stresses  this  decline  of  older 
industrial  cities  could  place  on  the  very  fabric — social,  politi- 
cal— that  binds  our  nation.  "Not  even  a  country  as  large  as 
ours,"  he  wrote  last  month,  "can  maintain  its  democratic 
institutions  half  rich  and  half  poor,  especially  when  economic 
trends  will  make  it  very  apparent  that  for  the  'have-nots' 
things  will  get  worse  and  not  better." 

The  Heartland  has  substantial  coal — 15%  of  the  nation's 
production.  But  the  increasing  use  of  western  coal,  and 
western  severance  taxes,  are  seen  as  another  revenue-draining 
threat.  "If  the  current  tax  rates  do  not  change,  the  states  of 
Minnesota,  Iowa,  Illinois,  Indiana,  Wisconsin,  Michigan,  Ohio 
and  New  York  alone  will  pay  $240.4  million  in  coal  severance 
taxes  each  year  to  Montana  and  Wyoming  by  1987,"  say  area 
utilities  and  coal  companies. 

"When  we  came  to  expanding  our  manufacturing  capacity 
we  chose  to  expand  outside  Ohio,"  says  Stuart  Northrup, 
chairman  of  Huffy  Corp.,  the  big  Miamisburg,  Ohio  bicycle 
maker.  "We  went  southwest  to  Oklahoma.  Many  companies 
will."  His  new  Sunbelt  plant  is  small,  250  workers  now,  but  it 
could  expand  to  600  or  1,000.  "Building  the  plant  there  might 
have  cost  a  little  less,  but  that's  not  really  a  great  factor,"  he 
says.  For  Huffy,  the  certainty  of  good  supplies  of  natural  gas  for 
heat-treating  was  a  major  consideration. 

Remember,  the  energy  and  industrial  troubles  come  on  top 
of  the  older,  long-term  trend  of  slowing  growth. 

Take  population:  In  the  past  decade  it  grew  just  3.5%  while 
the  South  and  West  were 
up  20%.  Over  the  next  20 
years  census  projections 
put  the  Heartland  popula- 
tion growth  at  7%,  while 
the  South  and  West  is  ex- 
pected to  grow  25%.  But 
these  estimates  were 
made  before  the  effects 
were  clear  of  the  dramatic 
changes  that  are  now  tak- 
ing place. 

Take  jobs:  The  Heart- 
land states  lost  361,000 
manufacturing  jobs  in  the 
past  ten  years. 

Take  the  federal  dollars 
and  where  they  go:  In  the 
1975-79  years,  it's  calcu- 
lated that  the  Heartland 
had  a  negative  "balance  of 
payments"  with  the  na- 
tional government  of  $1 10 
billion,  while  the  South 


Population 


People  will  continue  to  leave 
the  Heartland.  They  should  be 
encouraged  to  move,  say  some. 
Welfare  and  layoff  cuts,  as  Rea- 
gan plans,  could  speed  the  shift 
beyond  projections. 
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Bfii^  equipment 

Continued  strong  spending  in 
the  Heartland  is  going  to  reflect 
efforts  by  the  auto  and  steel  in- 
dustries to  get  more  competi- 
tive. But  the  aim  will  be  pro- 
ductivity, not  job  growth. 

Investment,  new  capital  equipment  (Shillions) 
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and  West  took  in  better 
than  $100  billion  more 
than  they  sent  to  Wash- 
inj;ton.  The  Northeast- 
Midwest  congressional 
coalition  complains  that 
the  new  Reagan  budget 
would  worsen  the  situa- 
tion, cutting  social  wel- 
fare programs  in  high-un- 
employment areas,  while 
the  energy-rich  can  not 
only  afford  the  cuts  but 
make  them  up  with  taxes 
on  energy  exports  as  well. 

"The  proposed  cuts,  in 
effect,  leave  declining  re- 
gions to  their  own  fate,  a 
policy  that  in  the  long  run 
will  spell  economic  disas- 
ter for  the  entire  country. 
For  every  region  will  suf- 
fer if  one  region  is  allowed 
to  go  under,"  the  coalition 
complains. 


The  Midwest  isn't  going  to  become  a  desert.  Some  business- 
es and  localities,  even  a  good  many,  will  prosper  during  the 
worst  of  change.  "Nothing  remains  the  same,  and  that  isn't 
particularly  bad,"  says  William  Flewitt,  chairman  of  Deere  tk 
Co.  "The  manufacture  of  heavy  products  is  likely  to  remain 
here.  Our  products  are  heavy.  Caterpillar's,  International  Har- 
vester's, others'  too.  We  can't  move  them  to  the  Sunbelt.  The 
same  applies  to  steel."  He  speaks  proudly  of  Deere's  farm 
implement  plants  in  Iowa  and  Illinois.  "The  work  ethic  is  still 
alive  there."  Talk  of  long-term  stagnation  for  the  region,  he 
says,  "may  sound  plausible,  but  it's  not  necessarily  going  to 
tirrn  out  that  way." 

This  isn't  all  bad.  You  don't  always  have  to  grow,"  says 
Henry  Ford  comfortingly.  "But  the  transition  will  be 
difficult.  It  is  always  difficult." 

"Survival  of  the  fittest,"  agrees  Enrie  Nagy,  president  of 
Riblet  Products  Corp.  in  Elkhart,  Ind.  "Everyone  isn't  going  to 
hell."  His  company  makes  mobile-home  underpinnings^,He 
sees  signs  of  change  in  that  elusive  but  essential  thing  called 
the  business  climate.  "The  workers  are  okay,  people  know 
they  can't  screw  off  anymore,"  he  says.  In  a  Pennsylvania 
plant,  he  says,  the  union  "got  a  fourth  of  what  it  really 
wanted,"  but  that  kept  the  plant  going. 

Some  also  predict  that  the  wage  and  social  problems  that 
bedeviled  the  Heartland  will  take  hold  in  the  Sunbelt,  too, 
slowing  its  growth  and  keeping  jobs  up  north.  Others  arc 
convinced  water  will  make  the  difference.  "They've  got  water 
problems  in  the  Southwest,  and  water  is  as  important  as  oil," 
says  Mayor  Richard  Hatcher  of  Gary,  Ind.  "Water,"  says  Theo- 
dore Mecke,  president  of  Detroit's  Economic  Club,  "we've  got 
it  and  the  rest  of  those  buggers  don't." 

"With  prosperity  comes  the  price  tag,  the  union,"  says 
Mayor  Coleman  Young  of  Detroit.  "They'll  be  paying  the  same 
kinds  of  bills  as  the  frostbelt  one  day,  and  when  it's  evened  out 
It  will  be  very,  very  difficult  to  pit  a  group  of  workers  in  Detroit 
against  workers  in  Savannah." 


The  gap  between  labor  costs  prevailing  in  the  Midwest  a 
those  in  the  less  heavily  unionized  South  and  West  is  S' 
sizable — the  Bureau  of  Labor  Statistics  reports  that  the  mar 
facturing  wage  rate  in  Illinois  is  $8.53  an  hour,  14%  higl 
than  the  $7.48  an  hour  prevailing  in  Texas — and  it  will  r 
quickly  disappear.  Exploitation?  Not  at  all.  Living  costs  \ 
generally  lower  in  the  Sunbelt,  too.  It  is,  after  all,  high  lali 
rates  that  helped  price  U.S.  automobiles  and  steel  out  of  tl 
market,  although  union  leaders  will  argue  that  high  product! 
ity  and  high  industry  profits  justified  the  pay.  I 

Labor  itself  is  coming  to  understand  the  problem,  but  ho 
do  you  ask  your  members,  already  squeezed  by  inflation  ;ii 
accustomed  to  living  well,  to  take  pay  cuts?  "There  is  a  hell  c 
difference,"  the  UAW's  Eraser  reminds,  "between  cutting  p 
and  taking  reductions  [in  the  size  of  gains]."  But  organiz 
labor's  willingness  to  narrow  that  gap  somewhat  is  appare; 
Says  Eraser:  "We  have  to  face  up  to  economic  reality." 

Eraser  doesn't  even  get  upset  at  the  thought  of  GM  or  Ed 
coming  in  and  asking  to  renegotiate  his  contract.  He  admj 
he  would  rather  do  it  at  the  end  of  an  old  contract  than  in  t| 
middle  of  one.  "They  have  to  persuade  us  that  they  hav^ 
compelling  case,  and  a  reason  to  do  it  before  the  contr^ 
expires." 

GM  will  seek  to  do  just  that  later  this  year.  Asking  isj 
getting,  of  course,  but,  says  a  GM  executive,  "We  would  ha 
never  even  asked  before." 

There's  even  talk,  and  some  action,  about  dealing  with  X\ 
complaints  about  business  taxes.  Michigan,  for  example,  \ 
eently  removed  the  voluntary  quit  as  a  justification  for  rece 
ing  unemployment  compensation,  and  that  state  tightened 
its  workmen's  compensation  rules. 

How  effective  some  of  these  changes  will  be  in  holding  do\ 
costs  is  another  question.  The  political  tradeoff  is  usually — a| 
was  in  this  case — higher  payment  rates,  which  raise  co! 
immediately.  "The  savings  will  not  be  immediate;  they  w 
depend  on  detailed  litigation  through  the  claims  process,  a 
we  can't  tell  how  tough  it  will  be,"  says  a  chamber  of  coi 
merce  official.  "The  political  talk  is  upbeat,  but  lots  of  thii^ 

haven't     changed,     and  , 

platitudes  about  the  busi- 
ness climate  aren't  going 
to  change  them." 

In  the  effort  to  alter  the 
Midwest's  economic  fu- 
ture, powerful  pressures 
are  building  to  get  the  fed- 
eral government  into  the 
act.  "I  raised  this  in  the 
White  House  the  other 
day,"  said  Eraser  of  the 
UAW.  "If  we  design  [busi- 
ness] tax  programs  across 
the  board,  we  invite  com^ 
panics  to  pick  up  and 
leave  the  snowbelt  for  the 
Sunbelt.  But  if  we  condi- 
tion tax  changes,  they  can 
be  encouraged  to  remain." 
But  after  Reagan  detailed 
his  business  tax  cuts  w  ith- 
out  any  tilt  against  the 
Sunbelt,     the  AEL-CIO 


New  building 


Dollars  for  new  plant  pourej 
into  the  South  and  West  in  th 
last  decade.  Heartland  leader 
fear  Reagan's  depreciation  re 
form  will  make  it  easier  for  in 
dustry  to  relocate  elsewhere. 
 J 
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lained  it  could  encourage  industrial  migration  from  areas 
sady  high  unemployment. 

ibelt  leaders,  of  course,  may  not  like  that.  "The  trouble  is, 
:ed  to  get  more  than  our  share,"  says  William  Hackett  Jr., 
or  of  Mississippi's  Economic  Development  Board.  The 
olia  state  ranked  seventh  m  the  nation  in  net  jobs  gained 
ast  decade,  and  brags  about  385  new  or  expanded  busi- 
s  last  year  adding  11, 000  jobs  and  $970  million  in  mvest- 

capital.  Even  with  continued  gains,  which  are  expected, 
:ate's  per  capita  personal  income,  lowest  in  the  country 
It  $6,643,  will  be  only  81%  of  the  national  average  in  the 
^000,  the  Commerce  Department  estimates, 
isissippi,  like  the  Heartland,  wants  high-tech  jobs, 
e  not  going  to  turn  Mississippi  into  Silicon  Valley  over 
;xt  five  years,  but  we're  moving  away  from  the  low-wage, 
/  labor-intensive  factors  of  the  past  20  years  toward 
r-paymg,  high-technology  jobs,"  says  Dick  Molpus,  one 

governor's  aides. 

loughtful  Heartland  businessmen  are  becoming  aware  of 
heir  responsibilities  to  their  region.  Giant  GM,  for 
pie,  plans  to  build  a  new  car  assembly  plant  that  would 
)y  5,000  to  6,000  on  the  site  of  Chrysler's  old  Dodge 
in  Hamtramck,  Mich.  GM  will  be  getting  much  help 
gh  the  workings  of  the  Urban  Development  grant  pro- 

Under  it,  Michigan's  Republican  Governor,  William 
^en,  came  back  from  Washington  with  Reagan's  pledge 
)  million  in  federal  dollars,  despite  all  the  budget-cutting 
:o  help  clear  the  site.  But  those  jobs  won't  help  the  tens 
)usands  of  Chrysler  and  Ford  workers  who  are  out  of 
now.  GM  will  probably  be  able  to  fill  the  plant  from  its 
lobless  rolls.  C3f  course,  if  Chrysler  should  go  down, 
er  160,000  people  working  for  Chrysler  and  its  suppliers 

be  out  of  work. 

to  build  Its  new  plant  GM  needs  more  ground  space  than 
d  multistoried  Chrysler  factory  used.  Some  1,300  resi- 
s,  16  schools,  25  churches  and  150  businesses  must  be 
d,  too.  A  few  years  ago  protests  would  have  made  this 
isible.  Today  people  who  might  have  criticized  the  com- 
lail  it.  "In  candor,  I've  got  to  give  them  credit  for  a  sense 
ial  responsibility,"  says  Eraser  of  the  union, 
how  far  should  the  government  go?  It  cannot,  after  all, 
)ack  the  tide  of  history.  If  the  past  decade  has  taught  us 
ing  It  should  have  taught  us  the  clear  limits  on  govem- 
s  ability  to  change  the  world.  "What  we're  looking  at  is  a 
ical  progression  of  a  transition  that  started  in  New  En- 
and  spread  into  the  mid-Atlantic,"  says  Tom  Cochran, 
tive  director  of  the  Northeast-Midwest  Institute.  "New 
id,  after  two  generations  of  pain,  is  emerging.  The  mid- 
tic  states  are  right  in  the  middle  of  transition."  Now, 
an  says,  it's  the  Midwest  that  is  taking  the  heaviest 
s.  "This  is  a  very  structural  recession,  permanent  change 
a  heavily  industrial  area  into  something  more  diverse. 
)t  sure  public  policy  is  decisive  or  that  state  level  action 
feet  such  change,  but  it  can  affect  the  depth  of  pain  at  the 
ns." 

in  at  the  margin"  is  extraordinarily  difficult  to  address 
If  job  opportunities  don't  grow  fast  enough,  people  will 
ately  have  to  move  on,  Pierre  de  Vise',  professor  of  urban 
es  at  the  University  of  Illinois  (Chicago),  points  out.  Aid 
)wers  the  incentive  of  people  to  move  for  work  ultimate- 
omcs  insupportable.  "It's  necessary,"  de  Vise'  says,  "to 
a  fine  balance  between  the  welfare  function  and  the 


Moving  on 


Scotl  cuic/  SiiMiH  in  Lkillas 


Scott  Finlinson,  23,  made 
the  trek  from  the  Mid- 
west to  Dallas  a  year  ago. 
"When  I  was  19,  I  had  my 
own  business  and  I  was 
making  $21,000  a  year," 
he  recalls.  "I'm  not  mak- 
ing that  now,  but  I 
wouldn't  go  back." 

Says  his  wife,  Susan,  "I 
miss  my  family  a  lot  but 
that's  all  I  miss." 

In  the  last  decade  1.5 

million  midwesterners —   

net — moved  from  the  five-state  Heartland.  The  southern 
and  western  states  had  a  net  immigration  of  7.4  million. 
Those  trends  seem  likely  to  continue  in  the  next  decade, 
eroding  the  Heartland's  economic  and  political  strength. 

Why  do  they  go?  The  reasons  are  not  always,  or  only, 
economic.  Scott  Finlinson  just  wanted  to  leave  Royal 
Oak,  Mich.,  an  old  suburb  bordering  Detroit — leave  the 
snow,  leave  that  life.  "I  ran  my  own  company,  carpentry. 
I  had  three  or  four  people  working  for  me  at  any  given 
time.  I  did  real  good  work  but  I  was  always  afraid  my 
customers  were  going  to  sue  me.  Any  problem  and  they 
wouldn't  pay." 

He  and  his  folks  picked  up  a  bar.  Dale  and  Sally's  Dog 
House,  outside  Chrysler's  old  Hamtramck  car  plant.  By 
then  word  was  out  that  the  plant  was  closing,  so  they  got 
the  place  cheap.  "We  thought  someone  would  come  in 
and  use  that  property,"  he  explains.  No  one  came.  With- 
out the  car  plant,  the  neighborhood  collapsed.  With  GM 
planning  to  build  a  new  plant  on  the  site,  the  Dog  House 
may  prosper  yet,  but  it  will  be  too  late  for  the  Finlinsons, 
The  bar  is  up  for  sale.  Scott  helped  move  his  folks  down  to 
Dallas.  Dale  got  a  truck-driving  job.  Sally  is  teaching  real 
estate,  which  she  had  done  before  that  business  collapsed 
in  depressed  Detroit.  They  got  those  jobs  in  Dallas  only 
days  after  arriving. 

Scott  didn't  intend  to  move  to  Dallas.  He  and  Sue  left 
Royal  Oak  after  Christmas  in  1979,  looked  around  Florida, 
didn't  care  for  it.  "All  we  could  do  was  head  west,"  he  says, 
"because  you  can't  go  east  from  there."  They  found  Baton 
Rouge  too  "hicky,"  Houston  too  big.  The  next  stop  was 
Dallas.  "That,"  says  Sue,  "is  where  we  ran  out  of  money." 

Scott  drove  a  truck  for  a  few  months  to  get  on  his  feet, 
then  found  a  carpentry  job  with  a  major  realty  firm  paying 
$19,500.  Sue  is  the  secretary  (at  $13,000)  for  seven  Japa- 
nese executives  at  American  Yazaki  Corp.,  which  sells 
solar  air-conditioning.  They  have  a  pleasant  one-bedroom 
apartment,  a  pickup  truck  and  a  sports  car.  "I  have  full 
medical  coverage,  20%  off  my  rent  [they  live  in  his 
employer's  project],  2-for-l  drinks  at  the  company  bar, 
and  it  was  70  degiees  the  third  day  of  January." 

"The  night  life's  good,"  says  Susan — the  bars,  the  race- 
it-yourself  auto  track,  the  apartment  pools,  the  hot  tubs. 

After  a  year  in  Texas  they  still  aren't  over  the  difference 
in  attitudes  between  the  regions.  "When  I  worked  up 
there,  you  didn't  have  to  be  polite  to  customers.  It  seemed 
like  a  waste  of  time,"  Sue  says.  "Here  people  say  'Hi'  to 
you,  they  wave  from  cars,"  Scott  says.  Sometimes,  they 
find  it  a  little  much.  "You  can't  get  away  from  people," 
Sue  says.  Then  again,  they  don't  know  many  real  Tcxans. 
"Most  of  the  people  wc  know  here,"  she  says,  "are  from 
New  York  or  Chicago  or  the  Northeast."— J. l' 
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Back  from  the  dead 
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Unemployment  in  the  six-state  New  England  region  was 
only  6.0%  last  year,  vs.  an  average  7.2%  in  the  other  44 
states — strong  evidence  that  after  more  than  a  half-cen- 
tury snooze,  New  England  is  waking  up. 

The  comparative  strength  owes  nothing  to  textiles, 
watchmakmg  or  whaling.  "Since  the  early  1960s  the 
economy  has  been  diversifying  itself  from  traditional 
mdustry,"  says  Christine  Knowles,  director  of  economic 
development  at  the  New  England  Regional  Commission. 
Lynn  Browne,  an  economist  with  the  Federal  Reserve 
Bank  of  Boston,  says,  "The  basic  [economic]  conditions 
look  encouraging.  Our  high-technology  industries  are 
growing  rapidly."  Browne  is  not  only  talking  about  the 
companies  along  famed  Route  128  outside  Bt)ston.  The 
high-tech  rub-off  is  felt  in  southern  New  Hampshire, 
Rbode  Island  and  southern  Maine  as  well. 

The  region's  place  in  the  national  economy,  however, 
remains  modest  compared  to  its  past.  New  England  had 
the  nation's  first  large  industry.  Shipowners  and  traders 
looking  for  a  way  to  invest  their  profits  found  it  in 
textiles,  shoes  and  paper.  The  immigrants  and  local  wom- 
en provided  the  toil  and  cheap  labor.  Eli  Whitney  and 
other  ingenious  inventors  designed  new  machinery.  The 
region's  streams  provided  power. 

The  land  of  Thoreau  and  Emerson,  however,  was  also 
one  of  the  first  to  show  industrial  decline.  The  lumber 
industry  folded.  Other  ports  with  better  rail  connections 
to  the  West  took  the  trade.  The  Immigration  Act  of  1924 
cut  the  flow  of  low-pay  workers.  After  World  War  I  the 
South  offered  deeper  pools  of  low-wage  earners.  In  the 
1930s  inexpensive  southern  power  was  another  competi- 
tive factor. 

More  shocks  followed  after  World  War  II.  Textile  jobs 
fell  from  280,000  in  1947  to  99,000  in  1964.  The  jobless 
rate  skyrocketed  in  the  mill  towns:  12%  in  Lowell  and 
Fall  River,  18%  in  New  Bedford,  26%  in  Lawrence. 

"In  the  early  1970s  things  were  pretty  grim,"  says 
economist  Browne.  "The  recession  came  too  rapidly." 
Cutbacks  in  aerospace  and  defense  contracts  didn't  help. 

Now,  the  worst  seems  over.  There  has  been  a  slow  but 
more  or  less  steady  pickup  since  1975.  Schools  like  Har- 
vard and  MIT  have  mdirectly  spurred  growth.  As  for  the 
future?  Says  lohn  Hekman,  an  economist  at  Boston  Col- 
lege, "A  lot  of  people  get  worried  because  they  think  New- 
England  will  get  tied  to  some  industry,  as  we  did  before 
with  textiles.  But  products  turn  over  rapidly.  Our  biggest 
resource  is  skilled  labor." — Desiree  French 


disruption  of  the  marketplace  in  which  some  people  d( 
move." 

That  issue  was  faced  by  a  Presidential  commission,  wh 
noted  the  decline  in  incentives  to  move  and  complain 
"When  the  federal  government  steps  in  to  try  to  alter  thi 
dynamics,  it  generates  a  flood  of  demands  that  may  sap 
initiative  of  urban  governments  to  act  on  their  own."  Billij 
of  dollars  have  been  spent  trying  to  revitalize  the  old  cij 
without  much  luck,  said  the  report.  "Thus,  as  the  major  lo) 
term  goal  of  federal  urban  policy,  the  Commission  urges  g 
ernment  to  place  greater  emphasis  on  retraining  and  relocat 
assistance  efforts  designed  to  link  people  with  economic 
portunity,  wherever  that  opportunity  might  be. 

"In  short,  much  greater  attention  should  be  given  to  devel 
ing  strategies  that  allow  people  to  adjust  to  shifts  in  the  locat 
of  economic  opportunity.  Assisting  people  to  follow  jobs,  rat 
than  concentrating  solely  on  atternpting  to  steer  jobs  to  whi 
people  are,  is  a  major  goal  in  any  adjustment  strategy."  i 

There  was  a  mighty  fuss,  and  a  clear  case  in  point,  in  i 
U.K.  last  month  over  the  closing  of  the  big  Linwood  au 
mobile  plant  near  Glasgow.  Its  present  owner,  the  French  fi 
Peugeot,  said  there  was  no  way  it  could  be  persuaded  to  ki 
the  plant  open,  subsidies  be  damned.  The  plant  had  been  a  ji 
Its  builder,  Rootes  Motors,  went  broke,-  Chrysler  bought  ■ 
plant,  lost  a  bundle  and  sold  it  to  Peugeot;  the  latter,  tired  of 
mk,  is  shutting  it  down. 

The  lesson  of  Linwood  is  unmistakable.  The  building  of  t 
plant  was  not  a  business  decision;  it  was  built  with  he; 
government  subsidies  in  a  misguided  effort  to  help  reviv 
declining  industrial  area.  At  great  cost  to  the  taxpayer,  L 
wood  provided  temporary  work  for  a  lot  of  people  but  nea 
broke  three  owners  and  contributed  to  the  decline  of 
British  auto  industry.  In  the  end  the  jobs  will  go,  too. 

Predicting  that  America's  industrial  Heartland  is  in  fc 
generation  of  economic  slowdown  isn't  pleasant,  but 
nonng  facts  won't  help  matters.  The  Midwest  does  not  n( 
Linwoods — plants  built  with  govemment  subsidies  but  wh 
serve  no  economic  purpose.  Such  projects  are  a  cruel  hoax 
taxpayers  and  ultimately  on  the  workers.  Listen  to  Dar 
Garnick,  the  top  regional  economics  expert  at  the  gove 
ment's  Bureau  of  Economic  Analysis:  "Millions  are  coming 
stream  in  the  Third  World,  literate  people  who  can  prodi 
textiles  and  steel  and  cars,"  he  says.  The  productivity  ga 
and  industries  that  will  grow,  not  shrink,  must  be  fou 
quickly.  "We  can't  try  to  subsidize  what  doesn't  work." 

Faster  depreciation  writeoffs  on  new  plant  and  equipme 
as  proposed  by  the  new  Administration,  would  be  a  power 
incentive  to  build  new  plants,  but  as  union  leader  Eraser  war 
that  means  an  incentive  to  put  the  new  facilities  outside  I 
Heartland  states.  Cuts  in  layoff  pay  through  the  trade  ass 
tance  dole  and  unemployment  will  surely  cause  more  pain 
the  margin.  Cutbacks  in  the  growth  of  food  stamp  money  a 
other  welfare  benefits  will  squeeze  not  only  the  prograr 
beneficiaries,  but  eventually  curb  the  big  |ob-producing  1 
reaucracies  tied  to  the  welfare  system.  The  spending  jump 
detense,  of  course,  will  transfer  more  Heartland  wealth  to  t 
major  defense  contracting  states  in  the  Sunbelt. 

All  these  will  be  a  kick  to  the  Heartland,  just  when  it's  dov 
Then  again,  it  may  be  the  kick  to  help  people  in  the  Hea 
land — and  their  fellow  citizens  elsewhere — realize  just  hi 
much  trouble  they've  got.  ■ 
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Bell  System 


We  just  cut 
the  cost  of  doing 
business  all  over 

the  world 


Surprise!  While  all  your  other 
business  expenses  are  going  UP, 
the  cost  of  International  Dialing 
has  just  gone  DOWN.  And  the 
new  rates  apply  even  to  calls  you 
dial  during  business  hours. 
International  Dialing  saves  you 
lots  of  time,  too.  So  dialing  your 
deals  overseas  makes  good 
business  sense.  Let  us  say  you 
want  to  make  a  3-minute  call  to 
England.  It's  $4.65  when  you 
dial  the  call  yourself,  Monday  to 


Saturday  from  5  a.m.  to  5  p.m. 
And  that's  less  than  half  of  what 
you'd  pay  on  a  call  placed 
person-to-person. 

To  faraway  Japan  it's  only 
$7.65  any  time  Monday  to  Satur- 
day, but  $6.15  gets  you  3  minutes 
of  business  in  most  countries  of 
Europe.  Call'during  the  reduced 
rate  periods,  and  you'll  pay  even 
less.  What  a  nice  surprise!  Or. . . 
as  they  say  in  England,  "That 
takes  the  biscuit!" 


CUT  THIS  OUT  AND  KEEP  IT  HANDY 


Now  you  can  dial  82  countries 


FROM  THE  u  s. 
MAINLftNDTO: 


American  Samoa 

Andorra 

Argentina 

Australia 

Austria 

Bahrain 

Belgium 

Belize 

Bolivia 

Brazil 

Chile 

Colombia 

Costa  Rica 

Cyprus 

Denmark 

Ecuador 

El  Salvador 

Fiji 

Finland 
France 

French  Antilles 

GermanDem.Rep. 

(East  Germany) 
Germany,  Fed.  Rep. 

(West  Germany) 
Greece 
Guam 
Guatemala 
Guyana 
Haiti 

Honduras 

Hong  Kong 

Indonesia 

Iran 

Iraq 

Ireland 

Israel 

Italy 

Ivory  Coast 

Japan 

Kenya 

Korea,  Rep.  of 

Kuwait 

Liberia 


INITIAL  3-MINUTE  DIAL  RATES 


DAY 
RATE 


$6.15 
6.15 
6.90 
7.65 
6.15 
7.65 
6.15 
5.55t 
6.90 
7.65 
6.90 
6.90t 
5.55t 
6.90 
6.15 
6.90t 
5.55t 

6.90 
6.15 
6.15 
6.00t 

6.15 

6.15 
6.15 
6.90 

5.55t 
6.90t 

6.90t 

5.55t 

6.90 

7.65 

7.65 

7.65 

4.65 

7.65 

6.15 

6.90 

7.65 

6.90 

7.65 

6.90 

6.90 


LOWER  RATE  PERIODS 


$4.95  Sunday  only 

5.55  Sunday  only 
5.70  Sunday  only 


4.95  5pm-5am&Sun 

5.55  Sunday  only 
5.70  8pm-5am  &  Sun 
5.55  8pm-5am  &  Sun 
5.55+Sunday  only 
4.20t6pm-5am&Sun 
5.55  Sunday  only 
4.95  5pm-5am&Sun 
5.55t6pm-5am  &  Sun 
4.20t6pm-5am&Sun 

4.95  5pm-5am  &  Sun 


4.95  5pm-5amonly 

4.95  5pm-5amonly 

5,55  Sat  &  Sun  Only 
4.20t6pm-5am&Sat/Sun 

5.55t6pm-5am  &  Sun 
4.20t6pm-5am&Sun 


3.60  5pm-5am  &  Sun 
5.70  Sat  &  Sun  only 
4.95  5pm-5am  &  Sun 

5.70  Sunday  only 


5.55  Sunday  only 


FROM  THE  U.S. 
MAINLAND  TO 


Libya 

Liechtenstein 

Luxembourg 

Malaysia 

Monaco 

Netherlands 

Netherlands 

Antilles 
New 

Caledonia 
New  Zealand 
Nicaragua 
Nigeria 
Norway 
Panama 
Papua 

New  Guinea 
Paraguay 
Peru 

Philippines 

Portugal 

Romania 

San  Marino 

Saudi  Arabia 

Senegal 

Singapore 

South  Africa 

Spain 

Sri  Lanka 

Suriname 

Sweden 

Switzerland 

Tahiti 

Taiwan 

Thailand 

Tunisia 

Turkey 

United  Arab 
Emirates 
United 

Kingdom 
U.S.S.R. 
Vatican  City 
Venezuela 
Yugoslavia 
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INITIAL  3-MINUTE  DIAL  RATES 


DAY 
RATE 


$7.65 
6.15 
6.15 
7.65 
6.15 
6.15 

e.oot 

7.65 

6.90 

5.55t 

7.65 

6.15 

4.65t 

7.65 

6.90 

6.90 

7.65 

6.15 

6.90 

6.15 

7.65 

6.90 

7.65 

7.65 

6.15 

7.65 

6,90t 

6.15 

6.15 

7.65 

7.65 

7.65 

7.65 

6.90 

7.65 

4.65 

6.90 

6.15 

6.90t 

6.90 


LOWER  RATE  PERIODS 


4.95  5pm-5am  &  Sun 

4.95  5pm-5am&Sun 
4.80t6pm-6am&Sat/Sun 

4.20t6pm-5am&Sun 

4.95  5pm-5am&Sun 
3.60t5pm-7am&Sat/Sun 


5.55  Sunday  only 

5.55  8pm-5am  &  Sun 

5.70  Sunday  only 

4.95  5pm-5am&Sun 

4.95  5pm-5am&Sun 


4.95  5pm-5am&Sun 

5.55tSunday  only 
4.95  5pm-5am  &  Sun 


5.70  Sunday  only 
5.55  Sunday  only 


3.60  5pm-5am  &  Sun 
5.55  Sunday  only 
4.95  5pm-5am  &  Sun 
5.55t6pm-5am  &  Sun 
5.55  Sunday  only 


How  to  dial  an  international  call 

Time  and  money.  Those  are  the  two 
bigthingsyou  save  when  you  dial 
an  International  call  yourself.  And 
it's  as  easy  as  clipping  out  this 
page.  Just  be  sure  you  always  start 
with  the  International  Access  Code 
"Oil'.'  Then  dial  the  country 
code,  city  code,  and  local  number. 
Lookhoweasyitistodial  London: 

INTERNATIONAL  COUNTRY  CITy 
ACCESS  COOL      CODE  CODE 

Oil  +  44  +  1  +  LOCAL  NUMBER 

(If  you  are  calling  from  a  Touch-Tone 
telephone,  press  the  "#"  button  after 
dialingthe entire  number.  Thiswill 
speed  yourcall  along.) 

If  you  cannot  dial 

if  yourarea  doesn't  have  Interna- 
tional Dialing, yougetthesame  low 
rateas  longas  it'sa  simple  Station 
call.  (Person-to-person,  credit 
card  and  collect  calls,  for  example, 
cost  more  because  they  require 
special  operator  assistance.)  Just 
tell  the  local  Operator  the  country, 
city,  and  telephone  numberyou 
wanttocall, 

Time  differences 

Confused  about  time  differences? 
Use  these  samples  as  your 
benchmark.  Here's  how  it  works: 
with  your  time  zone  as  your  guide, 
check  your  watch  and  add  the 
number  of  hours  shown  below.  For 
exam  pie,  4  p.m.  in  the  Eastern  Time 
Zone  is  9  p.m.  in  United  Kingdom. 


us  Time  Zones* 


from  U  S.  Mainland  to: 

EST 

CST 

MST 

PST 

France 

6 

7 

8 

9 

Germany 

6 

7 

8 

9 

Greece 

7 

8 

9 

10 

Hong  Kong 

13 

14 

15 

16 

Israel 

7 

8 

9 

10 

Japan 

14 

15 

16 

17 

New  Zealand 

18 

19 

20 

21 

South  Africa 

7 

8 

9 

10 

Sweden 

5 

7 

8 

9 

United  Kingdom 

5 

6 

7 

8 

Venezuela 

1 

2 

3 

4 

•based  on  Standard  Time 

Clip  this  page 

It'sagood  idea  to  clip  this  chart  so 
you'll  have  all  the  information 
handy  when  you  need  it. 


The  charge  for  each  additional  minute  is  V-i[he  initial  3-minutedial  rate.  Federal  excise  tax  of  2%  is  added  on  all  calls  billed  in  the  United  States. 
Nearly  everyone  can  dial  Canada,  the  Caribbean,  and  parts  of  Mexico-just  as  you  dial  cities  inside  the  continental  U.S. 
T  Rates  are  even  lower  from  some  areas. 


Kaneh  Services  managers  have  tried  to  build  a 
three-legged  stool.  But  one  of  the  legs  always 
seems  to  be  longer  than  the  others. 

Balancing  act 


By  Ttoni  Hack 

IT  WAS  NO  BIG  DEAL,  says  the  chief 
executive  of  Houston-based  Kaneb 
Services,  Inc.,  when  the  president  of 
its  Diamond  M  offshore  drilling  contrac- 
tor subsidiary  resigned  two  months  ago. 
"We  view  it  as  a  mutually  agreeable,  very 
friendly,  satisfactory  election  by  both 
parties  that  James  Hunt  not  continue 
with  the  company,"  says  Chairman  and 
CEO  James  R.  Whatley. 

Hunt  was  a  seemingly  valuable  man. 
He  put  together  financing  for  Diamond 
M's  growth — a  tripling  of  revenues  in  the 
last  five  years — and  was  instrumental  in 
its  acquisition  by  Kaneb  in  1978.  Under 
his  leadership.  Diamond  M  has  become 
Kaneb's  largest  and  most  profitable  sub- 
sidiary, contributing  30%  of  its  $490 
million  in  revenues  during  1980  and  half 
its  $51  million  in  earnings  before  ex- 
traordinary items. 

Good  men  are  hard  to  hold,  of  course. 
But  in  his  leaving,  Houston  insiders  saw 
a  reason  to  question  the  judgment  of 
Whatley,  54,  and  President  Michael  G. 
Shoup,  49,  who  have  run  the  company 
over  the  last  13  years,  as  founder-chair- 
man Herbert  E.  Fisher  stepped  away 
from  active  management.  Whatley  and 
Shoup  have  built  a  diversified  company 
from  the  pipeline  base  that  was  earning 
$1  million  on  $6  million  in  revenues  16 
years  ago.  They  have  at  times  cut  their 
cloth  to  suit  the  stock  market,  and  at 
other  times  pmrsued  their  own  financial 
vision.  The  results  and  the  response  have 
been  mixed. 

In  1969,  when  growth  prospects  for 
the  pipeline  wore  dim,  they  acquired  a 
data  processing  company  and,  in  1970,  a 
construction  contractor.  With  the  latter 
came  management  expertise  in  coal.  So 
Kaneb  built  up  coal  holdings,  and  earn- 
ings took  off  in  1974,  when  coal  had 
momentary  appeal  to  a  nation  that  was 
stunned  by  the  oil  embargo.  By  1975  coal 
was  providing  over  half  of  revenues  and 
earnings. 


But  when  coal  prices  began  to  drop, 
Kaneb's  growth  slowed.  "The  invest- 
ment community  was  classifying  us  as  a 
coal  company,"  says  Shoup.  "And  we 
decided  that's  not  what  we  wanted  to  be, 
either,  because  we  couldn't  attract  a  good 
multiple." 

They  decided  to  set  Kaneb  on  a  three- 
legged  stool.  Ideally,  of  sales  and  earn- 
ings, a  third  each  would  come  from  coal 


Kanch  Scrriccs  (J-'O  Janiv^  l<  \\  hiHk  i 


He  says  any  UiAustry  htis  cycles. 

and  general  contracting,  oil  and  gas  relat- 
ed business  and  financial  services.  "Bal- 
ance is  reasonable,"  says  Whatley  who, 
like  Shoup,  was  a  Peat,  Marwick  accoun- 
tant in  the  Fifties  when  Fisher  brought 
him  in  to  handle  the  company's  financial 
management.  "Virtually  any  industry 
has  cycles,  and  we're  dedicated  to  consis- 
tent growth." 

So  Kaneb  bought  two  small  oil  and  gas 
companies  with  acreage  in  the  Gulf 
Coast  and  the  Anadarko  Basin  of  Okla- 
homa and  Texas.  When  unfriendly  take- 
over attempts  drove  Diamond  M  their 
way  late  in  1977,  Whatley  and  Shoup 
bought  it  for  6.3  million  Kaneb  shares, 
worth  $102  million.  The  deal  was  closed 
in  May  of  1978,  just  when  offshore  rig 
rates  began  an  upswing  that  hasn't 
stopped  yet. 

With  Diamond  M,  Kaneb's  earnings 
mounted  and  the  company  attracted  the 


notice  it  sought  from  the  investmt 
community. 

But  enthusiasm  cooled  early  in  19 
when  Kaneb  acquired  for  4.7  milli 
Kaneb  shares  Texas'  second-largest  s; 
ings  and  loan  association,  United  S; 
ings  of  Texas. 

At  the  time,  S&Ls  were  in  vogue 
attractive  acquisitions  for  capital-ri 
companies.  But  Kaneb  might  have  us 
its  money  to  add  offshore  rigs  for  Hun 
Diamond  M.  "Kaneb  could  have  a 
should  have  had  more  offshore  equ 
ment  under  construction,"  says  Geoi 
Caspar,  who  publishes  studies  of  the 
service  industry  at  Milwaukee's  Robi 
W.  Baird  &  Co.  Kaneb  seemed  toji 
veering  away  from  energy  just  as  eng 
was  most  attractive. 

"You  have  to  understand,"  says  Shol 
leaning  forward  anxiously,  "that  in  t 
late  Sixties  we  thought  we  might  Ci 
Kaneb  entirely  into  financial  serviq 
They  were  popular  with  investors,  ^ 
because  of  our  [accountancy]  backgrou 
we  didn't  feel  uncomfortable  in  the 
areas."  Whatley  elaborates:  "We  saw 
very  high  return  on  equity  in  SS\\ 
United  specifically  had  a  growth  r. 
around  25%,  plus  the  Texas  market  ii 
marvelous  place  to  expand." 

True  enough.  United  is  a  respectal 
size — with  $1.7  billion  in  assets.  E 
Kaneb  books  the  United  earnings  as  ( 
uity  in  net  income  of  an  unconsolidat 
subsidiary.  United  is  paying  Kaneb 
cash  dividend.  And  the  company  is  r 
cash  rich. 

Last  year  in  order  to  fund  oil  exploi 
tion  and  pay  down  debt,  Kaneb  sold 
Anadarko  Basin  subsidiary  for  $63  m 
lion — adding  a  90-cent-per-share  nonj 
curring  gain  to  earnings  that  would  o< 
erwise  have  been  flat.  And  on  Dec.  c 
1980  Kaneb  announced  a  $60  milli 
convertible  subordinated  debenture  I 
fering.  The  stock  was  then  at  38,  but  t 
market  lost  its  enthusiasm  for  oil  s 
vices.  By  early  February  Kaneb's  sto 
had  fallen  ten  points,  and  the  offer  v\ 
withdrawn. 

Even  among  oil  service  stocks,  Kan 
is  in  disfavor.  The  stock  market,  prici 
Kaneb  at  8  times  earnings — a  far  low 
price/earnings  ratio  than  other  contn 
drillers — is  disapproving  of  the  thr< 
legged  stool.  The  parts  individually  mi 
be  worth  more  than  the  whole. 

In  any  event,  Whatley  and  Shoup  hai 
built  a  company  large  enough  to  p 
them  salaries  of  $280,000  each,  plus 
bonus  from  shareholders  voted  them 
1979— $394,000  in  stock  for  Whatlj 
and  $250,000  for  Shoup,  to  be  paid  o\l 
three  years.  j 

James  Hunt,  a  37-year-oId  accountait 
lawyer,  was  tired  of  seeing  his  effoi 
diluted  at  Kaneb's  bottom  line.  Now  b 
gathering  financing  to  buy  or  form 
company  of  his  own — where  he  can  re 
like  rewards  for  his  own  performance. 
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Forty  acres  of  America  the  beautiful 


rbes  Wagon  Creek  Ranch.  This  is  a  truly  outstanding 
iportunity  to  acquire  substantial  holdings  in  this  pic- 
resque  section  of  America's  great  Southwest.  The  mini- 
jm  ranch  is  forty  acres  .  .  .  forty  spectacular  acres 
rved  from  the  gigantic  Forbes  Trinchera  Ranch  in  the 
eathtaking  Colorado  Rockies. 

the  past,  two  very  different  sections  of  the  260-square- 
ile  Trinchera  Ranch  have  been  sold.  One  section  known 
Sangre  de  Cristo  Ranches  was  marketed  in  five-acre 
sas.  Another  called  Forbes  Park  was  sold  in  one-acre 
reels  that  included  shared  acres  of  common  lands. 
)w,  all  of  you  who  have  ever  dreamed  of  owning  a  big 
read  of  land  . .  .  seekers  of  that  chance  of  a  lifetime 
portunity  . .  .  your  search  may  well  end  with  Forbes 
igon  Creek  Ranch. 

tain  the  Property  Report  required  by  Federal  law  and  read  it 
fore  signing  anything.  No  Federal  agency  has  judged  the 
3rits  or  value,  if  any,  of  this  property 

'  an  otter  or  solicitation  in  ttiose  states  wiiere  the  property  is  not  registered 


Forbes 
Wagon  Creek 
Ranc~ 


TT 


Forbes  Magazine,  through  its  land  subsidiary,  Sangre  de 
Cristo  Ranches  Inc.,  is  oifering  for  sale  that  magnificent 
land  area  in  the  northern  section  of  the  Trinchera  Ranch. 
One  of  the  last  of  the  remaining  big  ranches  in  America, 
this  land  ranks  as  one  of  the  country's  best-known  hunting 
preserves.  In  season,  you  can  hunt  deer,  elk,  bear,  wild 
turkey,  grouse  and  other  abundant  wildlife.  Many  of  these 
40-acre  ranches  command  an  unobstructed  view  of  Mount 
Blanca,  the  fifth  highest  mountain  peak  in  Colorado. 
Prices  start  at  $25,000  per  forty-acre  tract,  and  easy  credit 
terms  are  readily  available. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, without  obligation,  please  fill  in  the  coupon  or  card 
and  mail  to:  Forbes  Wagon  Creek  Ranch,  Box  303,  Fort 
Garland,  Colorado  8 11 33. 

KANSAS  OFFEREES  SHOULD  OBTAIN  A  KANSAS  PUBLIC  OFFERING  STATE- 
MENT  FROM  THE  DEVELOPER  AND  READ  IT  BEFORE  SIGNING  ANYTHING^ 
THE  SECURITIES  COMMISSIONER  OF  KANSAS  NEITHER  RECOMMENDS 
THE  PURCHASE  OF  THE  PROPERTY  NOR  APPROVES  THE  MERITS  OF  THE 
OFFERING. 

OBTAIN  AN  OKLAHOMA  PUBLIC  OFFERING  STATEMENT  AND  READ  BEFORE 
SIGNING  ANYTHING. 

AD17448    000039-A     M 1-80-041  NAV-800045 


Forbes  Wagon  Creek  Ranch 
Box  303,  Fort  Garland,  CO  81133 


Name. 


Address. 
City  


-State. 


.Zip. 


Telephone  

A  statement  and  ottering  statement  has  been  filed  wth  ttie  Secretary 
of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  ap- 
proval of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary 
of  State  or  any  officer  thereof  or  that  the  Secretary  of  State  has  in 
any  way  passed  upon  the  merits  of  such  offering.  A  copy  of  the 
offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches  Inc.  NYA80--'.3 


An  offering  statement  filed  with  the  New  Jersey  f=ieal  fistate  Commission  neither  approves  the  offering  nor  in  any  way  passes  upon  the  merits  and  value  of  the 
Jroperty.  Obtain  the  New  Jersey  Public  Report  and  Broker's  Release  from  the  registered  New  Jersey  broker  and  read  it  before  signing  anything.  NJA10440CO 


Masco  is  big  in  autos  and  construction — 
hardly  glamour  markets.  But  Richard  Manoo- 
gian  thinks  his  company  is  "more  solid  than 
Xerox  or  IBM. "  He  may  be  right. 


Faucets  that 
drip  money 


By  Steven  Flax 


Asco  Corp.,  the  Michigan- 
based  manufacturer  that  made  a 
fortune  from  the  one-handled 
Delta  faucet,  is  up  to  its  armpits  in  mis- 
erable markets.  Plumbing  supplies  are  its 
major  product,  and  the  construction  in- 
dustry is  in  the  worst  slump  since  1974- 
75.  Auto  parts  are  another  product  line, 
and  last  year  U.S.  auto  production 
slumped  by  24'/o.  So  Masco  must  be  one 
hurting  little  conglomerate. 

Wrong.  Masco's  impressive  return  on 
eciuity  wavered  a  bit  last  year — but  it  still 
topped  18%.  What's  more,  the 
company  eamed  a  record  $77 
million  on  revenues  of  $766  mil- 
lion, with  both  figures  up  by 
6%.  And  those  gains  didn't 
come  from  inflation.  Close  to 
half  of  Masco's  worldwide  sales 
go  to  the  troubled  auto  and  con- 
struction markets,  where  it 
isn't  easy  to  pass  along  price 
increases.  So  how  does  Masco 
keep  from  stumbling? 

Its  secret  is  a  special  kind  of 
diversification.  Over  the  past  24 
years  Masco  has  acquired  doz- 
ens of  little  companies  making 
hundreds  of  such  humdrum 
products  as  luggage  racks,  gear- 
shift levers  and  wheel  spindles 
that  serve  scores  of  separate 
submarkets.  "Nothing  we  devel- 
op is  the  stuff  dreams  are  made 
of,"  says  Masco's  president,  44- 
year-old  Richard  Manoogian. 
"They  just  make  lots  of  mon- 
ey." And  that,  of  course,  is  the 
shrewdest  strategy  of  all. 

In  the  mid-Fifties  Alex  Ma- 
noogian, an  Armenian  immi- 
grant and  Masco's  founder,  op- 
erated a  small  company  that 
supplied  nuts  and  bolts  to  the 
auto  industry.  He  added  faucets 
to  his  line  because  it  worried 
him  that  he  could  count  his 


automotive  customers  on  one  hand. 
Masco's  well-designed  and  well-promot- 
ed products  helped  the  company  ride  the 
Sixties  construction  boom.  But  ever 
since  Alex'  son,  Richard,  loined  the  com- 
pany in  1958,  he  has  been  charged  with 
guiding  further  diversification.  Today, 
the  Manoogian  family  owns  1 7%  of  Mas- 
co's stock — worth  $135  million — and 
their  management  horizons  reach  well 
beyond  the  mere  posting  of  cjuarterly 
earnings  gains. 

That  means  Richard  Manoogian,  an 
astute  collector  of  19th-century  Ameri- 
can art,  knows  precisely  what  he  wants 


Masco's  Ricbcinl  Maiiooi^iaii 

"If  there's  a  loss  letuder  in  plumbing,  we're  it.' 


when  he  shops  for  actjuisitions.  He  o 
buys  companies  with  a  20%  pretax 
turn  on  sales  that  are  leaders  in  special 
submarkets.  Lately,  he's  found  some  ' 
winners  in  the  oil  tool  business,  whi 
Masco  entered  in  1976.  Today  its  hs 
dozen  companies — none  competiti 
with  the  likes  of  Hughes  Tool,  but 
powerful  in  areas  like  drilling  heads,  rc 
bits  and  pumping  engines — are  gross] 
about    $90    million.    Last    year  tl' 
brought  in  1 1%  of  Masco's  earnings. 

Manoogian  predicts  his  oil-related  si 
sidiaries  will  gross  $150  million  i. 
year,  and  he  is  still  shopping.  "The  acci 
sitions  in  oil  tools  not  only  give  us  pn 
ucts,  but  they  also  give  us  a  market  ( 
try,"  he  says.  "If  Masco  came  out  w 
an  oil  tool  it  wouldn't  mean  anythii 
But  if  we  acquire  a  top  name  like  Am 
Specialty  Co.,  and  they  develop  an  oil  tc 
it  means  something  to  the  industry." 

Not    evcr>'    Masco  acquisition, 
course,  has  turned  out  so  well.  In 
mid-Seventies  the  company  got  into 
radios  lust  as  the  boom  was  starting, 
then  Manoogian  broke  two  of  his  oj 
rules:  Never  go  outside  the  metalworki 
field,  and  never  move  into  an  indusj 
where  the  govemment  can  change  t 
rules.  Now  he  regrets  it.  "The  biggj 
single  mistake  I've  made,"  says  Mam 
gian,  "was  going  into  CB  radios.  Wn 
the  government  allowed  CBs  to  have 
channels,  we  were  doing  $10  millior| 
month  in  sales  of  23-channel  sets.  Th 
became  obsolete  immediatel 
My  second  biggest  mistake  w 
not  getting  out  faster.  But  ] 
felt  an  obligation  to  the  peoj 
we  were  in  business  with." 

Masco  hasn't  deserted  eli 
tronics  entirely.  But  now  t 
firm  specializes  in  scanning 
dios  and  cordless  telephon 
Still,  faucets  accounted  for  23 
of  its  total  1980  sales.  Mas 
has  a  whopping  32%  domes 
market  share  and  is  continua 
extending  its  product  line  in  I 
rope.  In  addition,  Manoogi 
sells  water  filters,  thermal  v€ 
dampers,  pumps  and  piping.  E 
spite  the  slowdown  in  m 
housing  construction,  he  thin 
sales  will  keep  growing.  Wh 
Over  half  of  Masco's  plumbi 
products  are  aimed  for  the  i 
bust  and  high-margined  remi 
eling  and  replacement  markei 
"We've  been  able  to  ha 
enough  new  products  and  to  ; 
crease  market  share  each  year 
offset  down  cycles, "  says  Mane 
gian.  This  year  Masco  is  comi 
out  with  a  nonceramic  toil 
which  uses  40%  less  water  p 
flush.  "It  has  insulation,"  sa 
one  analyst,  "so  you  can  hare 
hear  the  sound  of  water  rushi 
down.  A  lot  of  people,  like  rj 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  February  11,  1981 


$250,000,000 

The  Boeing  Company 

8%%  Convertible  Subordinated  Debentures  Due  2006 

The  Debentures  are  convertible  into  Common  Stock  of  the  Company  at  any  time 
on  or  before  June  15,  2006,  unless  previously  redeemed,  at  a  conversion 
price  of  $42.25  per  share,  subject  to  adjustment  in  certain  events. 


Price  100% 

plus  accrued  interest,  if  any.  from  February  19,  1981 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Drexel  Burnham  Lambert  Salomon  Brothers 

Incorporated 

Bache  Halsey  Stuart  Shields  Bear,  Stearns  &  Co.  BIyth  Eastman  Paine  Webber 

Incorporated  Incorporated 

Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette  E.  F.  Hutton  &  Company  Inc. 

Securities  Corporation 

Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers  Kuhn  Loeb 

Incorporated  Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin    Shearson  Loeb  Rhoades  Inc.    Smith  Barney,  Harris  Uphani  h  Co. 

Incorporated 

Warburj^:  Paribas  Becker  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 

A.  G.  Becker 


Most  jobs  can  be  divided  into  two  parts: 

Meaningful  work.  And  the  time- 
consuming  chores  that  keep  you  from 
getting  to  it. 

This  is  one  of  those  perennial  problems 
that  business  people  have  traditionally 
chosen  just  to  grin  and  bear. 

But  it's  getting  harder  and  harder  to 
grin— particularly  when  you  consider  all 
the  money  wasted  because  people  are  increas- 
ingly busy  and  decreasingly  productive. 

At  Xerox,  we  can  help  correct  the 
problem. 

For  example,  we  make 
»  -     "  ~  machines  that  can 
help  give  you 
finished  reports 


during  the  tunc  you  might  otherwise  spend 
waiting.  The  macliines  are  Xerox  copiers, 
and  we've  spent  years  making  ones  that  not 
only  copy,  but  also  collate,  reduce  and  even 
staple  sets  together  automatically. 

There  are  also  Xerox  macliincs  that 
create,  edit,  store  and  retrieve 
information  electronically. 
Saving  people  hours  of  need- 
less effort. 

And  Xerox  machines 
that  take  information  right  from  computers, 
then  print  it  out  using  the  typeface  and 
format  you  choose.  All  at  two  pages  a  second. 

There's  even  a  special  cable —called  the 
Ethernet  cable— that  can  link  office 

machines  into  a  single  network. 
"^nxr     Organizing  your  information  so 
•    I  that  it's  always  accessible,  instead 
XEROX  I      occasionally  missing. 
I        In  other  words,  Xerox 
machines  help  make  you  more  productive 
by  doing  the  time-consuming  chores  you 
shouldn't  be  doing. 

Unlike  you,  our  machines  don't  have 
any  tiling  better  to  do. 

XEROX 


XEIU  )X®  and  Eihcrnct  are  trademarks  of  XEROX  CORPORATION. 


In  Manhattan,  a  breath  of 
fresh  air  on  Central  Park. 


More  than  two  thirds  of  the 
businessmen  and  women  who 
stay  at  the  Essex  House  have 
been  our  guests  before. 

They  come  back  for  our  loca- 
tion: near  Fifth  Ax'enue,  Lincohn 
Center,  Broadway,  and  the  fash- 
ion district.  Towering  42  stories 
over  the  Park. 

They  come  back  because  the\' 
don't  have  to  wait  for  breakfast 
in  our  parkside  restaurant.  The\ 
come  back  for  our  businesslike 
ambience  and  our  view. 


But  m(ist  tif  all,  thev  return  for 
our  impeccable  service:  wake-up 
calls  that  come  on  time.  First- 
class  room  service. 

They  know  they  can  count  on 
Marriott  to  do  it  ri^ht. 

Write  for  a  brochure.  For  reser- 
vations, call  direct  (212)  247-0300, 
or  toll-free  800-228-9290.  Telex 
12-3203. 

Marriotts 

ESSEX  HOUSE 

IbOCentr.il  I\ii  k  Smith.  Now  \ork  10014 


wife,  £irc  really  paranoid  about  tha 
Masco  can  also  blunt  the  impact  of  i 
construction  slump  another  way.  A' 
market  leader,  it  can  sell  with  more  m 

:    cle  than  its  competitors.  "They've  ; 

j  economies  of  scale  and  hard-drivin>i  sa 
reps,"  says  Larry  .Schenden  of  I'lumbc 
Wholesale  Supply  in  Detn  >lt,  d 
they're  always  running;  some  promotK 
al  >;imiTiick." 

Masco,  in  fact,  is  the  only  manuf 
turer  ever  to  advertise  faucets  on  n 
work  television.  "When  we  first  star 
on  the  '/f>//i<^/>i  show,  everybody  thouj 
we  were  crazy,"  says  Manoogian,  asj 
watches  a  videotape  of  lohnny  Cars 
and  Ed  McMahon  making  fun  of  Dij 
faucets.  "They  told  us  that  the  o| 
time  you  buy  a  faucet  is  when  your  i 
one  leaks.  But  we  fij^ured  there  woi 
be  a  demand  that  retailers  could 
ploit.  There  was.  Tc)day,  if  there  is  si 
a  thing  as  a  loss  leader  in  plumbi 
we're  it." 

j       The  decline  in  the  auto  industry  I 
I    been  harder  for  Masco  to  offset.  WF 
j    the  slump  came,  Masco  had  edged  i 
average  dollar  value  of  its  products 
each  new  car  up  to  $1 1.  So  when  Deti 
cuts  production  by  2  million  units,  ^ 
noogian  loses  lots  of  business.  But  c 
saving  grace  is  an  automatic  hot-forg 
technology  imported  from  a  Gern' 
subsidiai^.  This  lets  Masco  make  i 
most  economical   and  strongest  g; 
blanks,  wheel  spindles  and  other  pa 
for   today's   popular   front- wheel-dr 
cars.  "We're  anticipating  averaging, 
worth  of  parts  on  all  front-wheel-dr 
cars   being   made,"   says  Manoogij 
"That's  all  new  sales."  • 
More  important  tor  the  long  run  is  tl 
engineers  from  the  automakers  now  o 
suit  with  Masco  on  specifications.  " 
^    help  them  engineer  the  part  for  the  p 
I   cess  we  use,  such  as  cold  extrusion," 
Manoogian,  "so  we  get  designed  into 
new  models,  as  in  the  aerospace  ind 
try.  As  the  front-wheel-dnve  business 
creases,  we'll  be  known  as  the  low( 
!    cost  producer  with  the  best  technolog' 
Surprisingly,  the  last  thing  on  Man 
gian's  mind  is  a  glamorous  acquisiti 
something  that  would  put  him  £ 
Masco  in  the  headlines. 

"1  think  that  our  business,  as  lousy 
it  looks,  is  really  much  more  solid  thl 
Xerox  or  IBM,"  he  explains.  "We've  bij 
a  diversity  and  balance  that  would 
hard  to  imagine  being  disrupted.  Bu 
can  think  of  lots  of  things  that  could  ] 
Xerox  or  IBM  within  five  years  wh 
Burroughs  is  right  now." 
!  So,  like  an  artist  cementing  little  ch 
to  form  a  mosaic  that  endures.  Rich 
j  Manoogian  makes  tiny  acquisitions 
ensure  Masco's  profitability.  Ask 
stockholders  and  they'll  probably  tell  \ 
that  the  picture  has  the  makings  o 
masterpiece,  particularly  in  the  ha 
!    light  of  today's  business  cycle.  ■ 


Number  12  in  a  series  of  22  listings. 


THE60-SECOND 
PLANT  TOUR. 


BUILDING  #1708-297 

44,'i00sq.ft,,28acres.  New 
brick  building.  Dimensions 
162'9"x272'9;' column 
spacing  30'x  40!  ceiling  height 
20!  6"  concrete  floor.  Three 
8'x  10'  loading  dock  dcxirs. 
Natural  gas  and  rail.  Com- 
munity size:  n,980.  Eastern 
Region. 

BUILDING  #1708-298 

44,7  V^sq  ft  ,  12.65  acres. 
Bru  k       hkxk  construction. 
RiniH  iiv  m.itiufacturer of 
narrow  fabnc.  Dimensions 
'536'x  124' with  14' ceiling 
.height.  Natural  gas  available, 
rail  adjacent  to  site.  Forty- 
five  minutes  to  commercial 


airpon.  Qmimunity  size: 
7S0  Eastern  Region. 
BUILDING  #1708-305 

4\200sci.tt.,S  I  acres,  addi- 
tional 5.6  acres  available. 
New  brick  and  metal  con- 
struction. Ceihng  height  18! 
bay  spacing  40  x40!  Munici- 
pal water/sewer  Rail  service 
available.  Fifty  miles  to  major 
airport.  Community  size: 
14.950  Eastern  Region 
BUILDING  #1708-306 
45,152sq.  ft  ,  1.9acres.  Brick 
and  masonry  construction. 
Formerly  used  for  electrical 
components.  Ceiling  height 
12'  H  to  bottom  ot  beams, 
column  spacing  52'x  16! 


100°o  sprinklered  and  air 
conditioned.  Municipal 
water/sewer  and  natural  gas 
Five  miles  to  municipal  air- 
port. Community  size: 
27,600.  E;istem  Region. 
BUILDING  #1708-307 
48,642  sq.  ft.,  under  construe 
tion.  17.31  acres,  additional 
41  acres  available.  Ceiling 
height  20'  clear,  bay  spacing 
40'x  40!  Four  ov  erhead  doors 
for  dock  levelers,  two  for  rail 
cars.  Natural  gas  and  rail 
service  available.  Thirty-five 
miles  to  deep  water  pon. 
Minutes  to  two  municipal 
airports.  Communitv  size: 
16,150.  Eastern  Region. 


North  Carolina  has  plant  facilities  in  all  sizes  and  shapes  that  are  available  fen 
immediate  occupancy.  Here,  you  see  jiist  a  sample.  For  more  facts  on  these  or  other 
buildings  or  sires,  urite  to:  hiorth  Carolina  Department  of  Commerce.  Industrial 
Developir\entDivisi(yn.430h!.SalisbiirySt..Raleigh.NC276U.C>rcallm9l733-415l 

NORTH  CAROUNA 
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Why  vou  should  consuH: 


the  Dank  that  placed 


3100  dots  on  the  map  of 

the  Netheriands. 


R, 


Labobank  hederland 
heads  a  co-operative  banking 
organisation  with  3100  offices 
on  the  Netherlands'  41,000 
square  kilometres.  On-the-spot 
services  therefore  are  available 
in  every  part  of  the  country. 


To. 


Labobank  is  the  largest 
provider  of  credit  to  the  Dutch 
agricultural  sector,  and  plays 
a  key  role  in  agribusiness 
finance. 


lotal  assets  of  more  than  banks  in  the  world.  Sound 

94  billion  Dutch  guilders  reasons  to  consult  the  bank 

(approx.  GS  $  47  billion)  place  that  placed  3100  dots  on  the 

Rabobank  among  the  25  largest  map  of  the  Metherlands. 


B< 


»oth  importers  and 
exporters  are  served  by  the 
bank's  up-to-date  knowledge 
and  expertise  in  international 
trade  finance. 


..abobank  Mederland  is 
also  active  in  the  Euro- 
currency and  Eurobond 
markets,  foreign  exchange, 
Eurocredits  and  new  issues. 


.abobank  Mederland  is 
a  member  of  theGnico  Banking 
Group,  in  which  6  major 
European  co-operative  banks 
work  together. 

As  a  group,  these  banks  have 
total  assets  of  some  GS  $  400 
billion  and  36,000  offices. 


Amsterdam  (1640)  Teylers  Museum.  Haarlem 


Rembrandt  country  is  Rabobank  country. 

The  country  which  inspired  Rembrandt's  internationally  acclaimed  master- 
pieces has  inspired  the  Rabobank  to  create  services  of  worldwide  importance. 


Rabobank  Nederland,  International  Division,  Catharijnesingel  30, 
3511GB  Utrecht,  the  Netherlands.  Telex  40200. 

Representative  Office  Frankfurt,  Friedrich-Ebert-Anlage  2-14,  D-6000 
Frankfurt  am  Main  1 ,  West  Germany.  Telex  413873. 


Rabobank  S 

Rembrandt  countiy  is  Rabobank  countiy. 


lember  of  the  UhlCO  BAMKIhG  GROUP. 


Keene  Corp.  s  BaiUy  thinks  his  holding  com- 
pany spinoff  idea  will  mean  the  revival  of  the 
much-maligned  miniconglomerates. 


will  it  fly? 


By  Maurice  Barnfather 

MADNESS  WAS  THE  ONLY  WOR11  for 
It.  When  Glenn  Bailey's  Keene 
Corp.  went  public  in  the  fiercely 
overheated  market  of  1968,  the  mini- 
conglomerate's  shares  hit  The  Street 
with  a  mmd-blowing  multiple  of  2()S 
times  earnings. 

Today,  like  that  of  so  many  other  con- 
glomerates, Keene  stock  sells  at  a  scant  6 
times  earnmgs.  Its  profitability  record 
ranged  ixom  poor  to  mediocre  for  most  of 
the  Seventies,  and  only  in  the  past  two 
years  return  on  equity  has  blossomed  to 
over  \7'/,. 

Although  the  stock  has  recovered 
smartly  from  its  mid-Seventies  h)ws, 
Keene  still  belongs  to  that  great  mass  t)f 
stocks  that  lack  excitement  and  glam- 
our. Who  could  get  excited  over  a  product 
line  oi  bearings,  light  fixtures  and  insula- 
tion? (The  latter  included  an  asbestos 


hne  terminated  in  1972  that  has  since 
spawned  a  slew  of  lawsuits  and  a  drag  on 
earnings.  And  with  a  low  I'/E,  how  can 
you  make  deals  for  stock?  For  Chairman 
and  Chief  Executive  Officer  Glenn  W. 
Bailey,  S5,  the  frustration  has  been  par- 
ticularly sharp  since  he  owns  a  signifi- 
cant 13'/(  of  the  stock  himself.  How  to 
get  off  dead  center? 

Then  last  month  tilenn  Bailey  an- 
nounced his  brainstorm,  hi  an  interest- 
ing move  that  could  be  the  blueprint  for 
others.  Bailey  is  creating  a  holding  com- 
pany that  will  exchange  its  stock  for 
Keene  shares.  Appropriately,  it  will  be 
called  Bairneo  Corp. — "bairn"  being 
Scottish  for  child.  Says  Bailey,  a  lanky, 
six-foot-plus  M.B.A.  who  cut  his  man- 
agement teeth  somewhat  nomadically  at 
TRW,  Ford,  Curtiss-Wright,  Chrysler 
and  ITT:  "I  sat  here  one  night  and 
thought,  God,  what  can  we  call  it?  I 
looked  up  'bailey'  to  see  what  the  heck  it 


meant  |it  means  the  space  between  t 
castle  walls].  Then  I  saw  'bairn,'  whi 
says  it  all  for  us." 

Bailey  hopes  forming  a  holding  coi 
pany  with  Keene  as  the  first  and  for 
while  only  subsidiary  will  excite  t 
stock  market.  Why?  Because  the  nai 
change  signals  a  ma)or  shift  in  stratej 
Bairneo  will  be  buying  small  grow ; 
companies  that  will  be  fattened  up  a 
eventually  spun  off  partially  or  entirely 
stockholders.  That  way,  in  theory,  shai 
holders  would  wind  up  with  a  portfolu^ 
pure-play  Up- And-Comers  all  bai 
stopped  financially  to  some  extent  by  i 
larger  Keene  subsidiary  and  by  each  oi 
er.  Bailey  clearly  hopes  that  this  will  tii 
out  to  be  what  Wall  Street  used  to  cal 
"concept"  or  a  "story"  and  well  worti 
few  extra  points  on  Keene's  price/ear 
ings  ratio. 

To  conglomerate  for  the  express  pi 
pose  ot  deconglomerating  may  soui 
perverse.  But  listen  to  what  Bailey  sa> 
"Look  at  how  the  market  has  reward' 
the  conglomerates  that  are  spinning  ( 
subsidiaries."  He  certainly  has  a  poir 
Leasee),  for  example,  has  increased 
price  some  180'/f  since  Reliance  spun 
off  in  1979;  Tandy  Corp.'s  spinoff,  Tant 
Brands,  is  up  almost  800'/,  since  it  k 
the  nest  m  197,S. 

If  the  market  likes  Bailey's  idea  ai 
gives  Bairneo  a  beefier  multiple  th; 
Keene  commands,  then  all's  well.  "As 
holder  of  Bairneo  you'll  end  up  with 
portfolio  of  companies,"  says  Baile 
"After  a  spinoff  you  can  decide  wheth 
you  want  your  money  in  this  one  or  tha 
It's  up  to  you.  No  more  conglomerai 
management  deciding  for  you." 

What,  however,  if  the  stock  market 
skeptical  and  Bairneo  commands  mufl 
the  same  multiple  as  Keene?  The  tv( 
will  be  identical  to  start  with.  What  th( 
are  the  benefits  of  creating  a  holdii 
company?  None,  it  seems,  that  are  ir 
mediately  tangible.  "The  benefits  th( 
will  be  psychological,  more  in  the  real 
of  creating  an  attractive  place  for  entr 
preneurs,"  Bailey  replies.  "With  a  ne 
structure  I  can  uncork  for  them  the  o 
portunity  to  run  their  own  businesses 
In  fact,  he  adds  mischievously,  "we  cou 
spin  off  all  of  Keene  at  some  point.  Aft 
all,  I'll  only  remain  chairman  for 
while." 

Bailey  sees  the  Bairneo  plan  as  tl 
only  solution  for  the  Eighties  for  Keer 
and  perhaps  many  other  small  conglor 
crates  in  the  same  situation.  "In  197 
the  10th  anniversary  of  Keene,  we  set  i 
a  plan  to  become  a  biUion-doUar  corpor 
tion  before  our  2()th  birthday — 1987 
discloses  Bailey.  "But  we  thought  mayl 
It  would  be  better  appreciated  if  we  had 
holding  company  like  Bairneo  and  fi\ 
$200  million  corporations  instead  of  or 
$1  billion  company." 

Will  the  concept  fly?  You  never  kno 
if  you  don't  try.  ■ 
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With  the  recently  completed 
merger  of  Burlington  Northern  and 
the  St.  Louis-San  Francisco 
Railway,  shippers  now  have  direct 
single-line  routes  like  Portland  to 
Birmingham,  and  Chicago  to 
Houston.  Runs  which  are  going  to 
provide  improved  efficiency, 
Dver  the  long  haul. 

In  addition  to  the  advantages  of 
dealing  with  a  single  transportation 


company,  the  merger  of  BN  and 
the  Frisco  will  bring  about  an 
increased  level  and  frequency  of 
service  in  many  areas.  Because  now 
we  can  move  the  nation's  goods 
across  the  country  with  less  switch- 
ing, more  power,  and  more  cars. 
Even  if  a  few  of  those  cars  will  be 
headed  for  the  paint  shop. 

The  new  Burlington  Northern. 
It's  better  for  everyone. 


BURLINGTON 
NORTHERN 
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ow  do  you  measure  the  health  of  an  international 
health  care  services  company?  By  its  sustained 
growth,  its  aggressive  market  development,  and  its 
operating  results. 

As  owners  and  operators  of  hospitals  and  health  care 
support  services  in  more  than  500  communities  world- 
wide, AMI  continues  to  generate  exceptional  growth. 
Increased  utilization  of  existing  facilities,  active  programs 
of  hospital  development  and  construction,  and  addition  of 
new  services  and  technologies  all  contribute  to  our  strong 
financial  position. 

AMI  now  packages  many  advanced  services  and  tech- 
nologies for  other  hospitals  needing  sophisticated  health 
care  support.  Included  are  mobile  diagnostic  services,  non- 
invasive test  procedures  and  computer-aided  hospital  de- 
sign. This  diversification  within  a  growing  industry  is  a  key 
to  our  strategy  of  marketing  cost-effective,  quality  health 
care  to  communities  throughout  the  world. 

We  believe  that  all  of  these  factors  are  healthy  indica- 
tors of  sound  management  and  our  leadership  role  in  a 
growing  health  care  indus- 

try.  And  that's  not  only  ^  I 

IT  The  International 
Health  Care 
Services  Company 


healthy  for  us.  It's 
healthy  for  our  inves- 
tors, too. 


Ceil  980 


Fo'  more  indications  of  ou(  growth,  contact  our  Director  of  Communications.  American  Medical  International 
414  Noftti  Camden  Drive.  Beverly  Hills.  CA  90210.  (213)  278-6200. 


•  IRS  has  recently  come  out  with  a  ruling  that  will  actually  save 
ney  for  many  corporate  shareholders.  Will  wonders  never  cease? 


A  present  for 
investors 


By  Richard  Greene 


[TE  ALL  THE  WAYS  IN  WHICH 


Numbers  Game 


the  Reagan  Administration  is  try- 
ing to  encourage  investment,  it 
;t  to  tackle  one  of  the  most  obvious 
ities:  Corporate  dividends  are  real- 
ed  twice — once  when  the  company 
s  its  money  and  again  when  it  is 
lut  to  investors. 

hough  it  may  be  some  time  before 
lent  Reagan  is  able  to  slice  off  one 
;se  double  taxes,  there  is  relief  in 
for  some  lucky  investors.  Although 
ly  has  noticed  it  yet,  on  |an.  5  the 
sued  a  ruling  that  could  give  hun- 

of  thousands  of  investors  a  nice 
It:  cash  payouts  that  will  be  taxed 
ital  gains  at  28%,  40"/)  of  the  maxi- 
rate  for  dividends, 
s  windfall  can  take  place  when  a 
ells  one  of  its  divisions  and  distrib- 
ill  of  the  proceeds  as  a  return  of 
1.  For  example,  let's  say  ITT  sells 
$20  million  division  next  year.  It 
ake  that  $20  million  and  turn  it 
over  to  the  shareholders.  The  pro- 
>  called  "partial  liquidation." 
:ial  liquidation?  Isn't  that  the  kind 
ig  that  would  make  you  sell  a  stock 
t  as  you  could?  Not  at  all.  Says 

Berenson,  tax  partner  with  Ernst 
hinney:  "Partial  liquidation  just 
s  bad.  It's  a  public  relations  prob- 
iVhen  people  hear  'partial  liquida- 
:hey  get  scared.  But  all  the  compa- 
ave  to  do  is  call  it  something  else, 
lere  won't  be  a  problem." 
)r  to  )anuary,  there  was  another 
obstacle  that  prevented  companies 
taking  the  partial  liquidation  road; 
lad  to  take  stock  back  from  their 
lolders  in  order  to  make  the  partial 
ation  acceptable  to  the  IRS.  That 
T  would  have  to  ask  each  share- 
r  to  tender  a  percentage  of  his  stock 

sending  him  his  partial  liquida- 
iieck.  Now  the  IRS  has  ruled  that  as 
IS  a  partial  liquidation  follows  all 
tax  regulations,  no  stock  need  be 


turned  over.  Says  Berenson:  "This  is  go- 
ing to  cause  a  flood  of  companies  to  use 
this  device.  Up  until  now,  the  paperwork 
has  been  horrendous.  Now  that  this  is  no 
longer  the  case,  you're  going  to  see  a  lot 
of  company  interest  in  taking  advantage 
of  this  ruling  in  order  to  make  investors 
happy." 

But  aren't  the  companies  going  to  be 
unhappy?  After  all,  when  you  sell  off  a 
division,  you  generally  have  something 
important  in  mind  for  the  proceeds.  If 
you  have  nothmg  better  to  do  with  the 
money  than  to  give  investors  an  extra 
dividend,  perhaps  there  is  need  to  worry. 

But  there's  nothing  to  stop  companies 
from  simply  cutting  out  their  regular 
dividends  and  paying  out  a  partial  liqui- 
dation instead.  Of  course,  except  for 
firms  that  are  contracting  significantly, 
you  won't  see  too  many  companies  pay- 
ing out  more  than  they  had  been  in  divi- 
dends. Investors  are  likely  to  reap  the 
benefits  from  partial  liquidations  only 
when  proceeds  from  the  sale  are  less 
than  the  company's  total  dividend 
payout.  For  example,  when  National 
Gypsum  finds  a  buyer  for  its  cement 


operation,  it  wouldn't  make  much  sense 
to  up  their  old  dividend  payout  of  about 
$25  million  to  $100  million — the  price 
that  division  is  expected  to  bring. 

But  there  are  scores  of  giant  compa- 
nies that  sell  off  small  divisions  each 
year  in  the  course  of  normal  business. 
Companies  like  ITT,  United  Technol- 
ogies or  Esmark  could  simply  cut  their 
immense  dividend  payouts  by  an 
amount  equal  to  the  proceeds  from  the 
sale  of  these  divisions  and  then  pay  out 
that  cash  as  a  partial  liquidation. 

But  what's  in  it  for  the  companies? 
Treating  the  sale  of  divisions  as  partial 
liquidations  doesn't  bring  any  money 
into  their  tills.  But  the  goodwill  of  inves- 
tors is  certainly  worth  something.  Says 
Carol  Neves,  a  conglomerate  analyst  for 
Merrill  Lynch,  Pierce  Fenner  ^  Smith, 
"If  you've  got  a  company  that's  going  to 
be  selling  off  divisions  regularly,  this 
technique  could  be  a  real  plus  for  the 
stock." 

All  of  this  raises  another  rather  unset- 
tling question.  When  you  look  at  the 
inflation-adjusted  earnings  for  a  number 
of  companies,  it  becomes  clear  from  the 
red  ink  that  they  are  undergoing  some 
kind  of  liquidation  even  without  the  sale 
of  a  division.  They  are  shrinking.  Yet, 
most  of  these  companies  continue,  in 
effect,  to  pay  dividends  out  of  capital. 
There's  no  conceptual  difference  be- 
tween this  and  shrinking  because  you 
sell  a  division. 

Naturally,  the  IRS  isn't  likely  to  see  it 
this  way.  If  they  allowed  companies  to 
use  inflation  accounting  in  determining 
what  constitutes  a  partial  liquidation  for 
tax  purposes,  they  would  have  to  take 
the  next  step  and  allow  investors  in 
these  companies  to  treat  their  dividends 
as  return  of  capital — paying  only  40%  of 
their  customary  tax  bill  on  those  divi- 
dends. That  would  cost  the  Treasury 
hundreds  of  millions  of  dollars  and  could 
unleash  a  major  cash  crunch  in  Washing- 
ton. Still,  it  would  be  nice  if  they  called  a 
spade  a  spade.  ■ 
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Bill  Berkowitz  wants  some  of  his  $4. 5  billion 
in  money  fund  assets  to  go  to  country  banks. 
Is  it  greed?  No,  just  politics. 


Forced  to 
play  Peoria? 


By  Allan  Sloan 


There's  more  to  running  a  money 
market  mutual  fund  these  days 
than  just  depositing  checks  from 
the  customers  and  buying  commercial 
paper  or  big-bank  certificates  of  deposit. 
Take  Bill  Berkowitz,  president  of  $4.5 
billion  Dreyfus  Liquid  Assets.  He  is 
working  on  a  complex  deal  that  would  let 
him  buy  a  package  of  up  to  300  CDs  of 
$100,000  each  from  smallish  banks  and 
savings  and  loan  associations  throughout 
the  country. 


Why  bother?  All  Berkowitz  has  to  do 
to  place  the  $30  million — about  a  day  and 
a  half  of  the  fund's  cash  flow — is  to  call 
Bank  of  America  or  Chase  and  buy  one 
monster  CD.  Still,  he  is  laboring  valiant- 
ly to  get  money  into  smaller  institutions. 
"The  reason  we're  doing  it  is  basically 
political,"  Berkowitz  explains. 

The  politics  involves  small-town 
banks  and  S&.Ls,  which  are  lobbying 
fiercely  in  Washington  to  curb  the 
growth  of  money  funds — an  industry 
that  may  become  a  victim  of  its  own 
success.  Late  last  month,  the  nation's 


1 1 2  money  funds  had  more  than 
billion  in  assets.  If  things  continue 
only  a  matter  of  a  few  months  be 
they  have  more  assets  than  Citicorp 
world's  biggest  bank  company. 

One  of  the  small  institutions'  lou 
complaints  is  that  Dreyfus  Liquid  A'-' 
and  the  other  money  funds  take  depi  I 
from  their  communities  and  funnel  tH 
to  a  handful  of  huge  banks.  "They  a 
that  the  money  market  funds  take  n 
ey  from  Nebraska  and  give  it  to  i. 
bank,  which  lends  it  to  Zaire," 
Berkowitz  says.  That's  the  same  logi 
course,  that  makes  branch-banking  . 
rennial  political  hot  potato.  Berkowi 
worried  enough  about  its  consequei 
to  be  working  at  funneling  some  depi 
back  to  small  banks — provided  the 
willing  to  pay  the  New  York  CD  rati 
the  money. 

As  things  stand  now,  Dreyfus  Lu 
Assets  couldn't  put  funds  into  rural 
braska  banks  even  if  Berkowitz  war 
to.  To  keep  its  shareholders  happy 
its  assets  readily  marketable,  Liquid 
sets  is  legally  bound  not  to  buy  CDs  fj 
institutions  with  assets  of  less  tharj 
billion.  That  eliminates  mare  than  S 
of  the  nation's  banks  and  S&Ls. 
Berkowitz,  who  in  a  typical  day  sells 
million  of  new  shares  and  cashes 
million  of  old  ones,  doesn't  want  to 
die  around  with  small  deals.  His  m 
mum  purchase  is  $5  million. 


MINDS  OVER 

MATTER:  A  jetliner 

that  tiptoes  out  of  town 

The  plane  streaks  down  the  runway  and  soars  skyward.  But  instead  of  the 
expected  roar,  a  muffled  sound  like  distant  thunder  For  this  is  the  new  DC-9 
Super  80,  world's  quietest  commercial  jetliner  The  product  of  inquisitive, 
analytical  minds,  rejecting  the  usual  and  the  expected  to  find  a 
solution  to  the  problem  of  jet  noise. 
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political  appeal  of  bun- 
mall-bank  CDs  IS  obvi- 
hc  gets  Merrill  Lynch  or 
le  to  do  the  packaging, 
ntz  can  offer  any  small 
the  chance  to  sell 
JO  CDs  at  the  New  York 
it  wants  the  money,  fine, 
it  has  no  basis  to  com- 
bout  vanishing  assets  if 
ors  seek  a  market  rate  on 
mds. 

r  money  funds  have  done 
Berkowitz     is  talking 
but  on  a  small  scale.  Wil- 
□noghue,  publisher  of  the 
lie's  Money  Fund  Report  of 
on,  Mass.,  says  IDS  Cash 
jment     Fund  recently 
$1.7  million  of  small-in- 
)n  CDs  packaged  by  Independent 
3ank  of  Minnesota — a  banker's 
n  Minneapolis — and  Federated's 
market  funds  have  about  $22  mil- 
ickaged  by  the  bank.  Federated 
s  a  deal  pending  with  the  Irwin 
Bank  ik  Trust  Co.  of  Columbus, 
But  Liquid  Assets,  the  nation's 
irgest    money   fund,    is  talking 
.  nationwide  deal, 
attraction  of  buying  the  $100,000 
om  a  country  bank  is  that  there 
interest  limits  on  the  rates  banks 
!kLs    can    pay    on    deposits  of 
)0  or  more.  Equally  important. 


/ii//  licrk'ou  il^  of  Drcyjiis  /  u/iik/  Xwc/s 
They  love  him  on  Wall  Street,  but  Peoria's  different 

last  year  the  FDIC  raised  its  deposit  m- 
surance  to  $100,000  an  account.  That 
means  if  Berkowitz  buys  a  $100,000  CD, 
he  can  get  a  market  rate,  as  well  as  hav- 
ing FDIC  insurance  on  every  penny  of 
principal.  Berkowitz  says  Dreyfus'  law- 
yers think  he  could  buy  those  CDs  from 
institutions  under  $1  billion  because  the 
paper  would  be  government-guaranteed. 

The  money  funds,  of  course,  prosper 
because  of  federal  interest  limits.  The 
limits  restrict  the  interest  rate  banks  can 
pay  on  deposits  of  less  than  $100,000. 
But  money  funds  take  smaller  amounts, 
lump  them  together,  and  buy  money-rate 


certificates.  After  a  manage- 
ment fee  (typically  about  O..S%) 
and  expenses,  the  funds  flow  the 
money  hack  to  their  investors. 

Berkowitz,  39,  runs  Dreyfus 
Liquid  Assets  from  a  cubbyhole 
office  in  Dreyfus  Corp.'s  New 
York  headquarters.  In  addition 
to  handling  Liquid  Assets,  he's 
in  charge  of  Dreyfus'  other 
short-term  money  under  man- 
agement. When  he  became 
president  of  Liquid  Assets  in 
1975  he  had  a  minimal  staff, 
and  handled  some  phone  calls 
himself.  Now,  across  Fifth  Ave- 
nue from  his  office  about  100 
pet)ple  do  nothing  but  handle 
Liquid  Assets  calls.  He's  even 
hired  a  contractt)r  in  Philadel- 
phia to  do  nothing  but  mail  prospectuses. 

This  operation  is  light-years  removed 
from  a  typical  small  bank,  which  empha- 
sizes bricks  and  mortar  and  personal  re- 
lationships. Except  for  the  few  off-the- 
street  customers  who  hand  checks  to 
Liquid  Assets  clerks,  Berkowitz  almost 
never  sees  any  of  the  fund's  310,000 
shareholders.  "The  big  banks  love  us; 
we're  their  retail  arm,"  he  says.  "We  pull 
money  in  from  half  the  country  and  lend 
it  to  Citibank."  Berkowitz'  act  is  playing 
very  well,  indeed,  on  Wall  Street.  It  will 
be  interesting  to  see  if  bankers  in  Peoria 
are  equally  enthusiastic.  ■ 


The  Sun, 
the  wind,  and 
a  thing  called  fusion. 

Advanced  energy  research  is 
one  of  our  strengths.  Currently,  we  re 
working  on  America's  largest  solar/electric 
power  plant;  a  giant  windmill  that  produces  electrical 
or  mechanical  energy;  and  a  way  to  harness  fusion, 

the  energy  of  the  Sun. 


more  information,  write:  McDonnell  Douglas. 
Box  14526,  St.  Louis,  MO  63178 


Making  special 
deliveries  out  in  space. 

It  took  good  minds 
working  together  to  create  PAM  — 
our  new  spinning  rocket  that  boosts 
weather  and  communications 
satellites  from  Delta  launch 
vehicles,  and  soon  will  do  the 
same  from  the  Space  Shuttle. 
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Tax  shelter  salesmen  call  the  proposed  depre- 
ciation reform  a  new  beginning  for  investors. 
It  may  he,  but  not  in  the  ways  you  think. 

Who  needs 
shelter? 


By  William  Baldwin 

BE  PREPARED.  You'll  hear  tax  shel- 
ter salesmen  calling  President 
Reagan's  new  depreciation  pro- 
posals a  marvelous  opportunity  for  inves- 
tors in  tax  shelters. 

The  figures  they'll  use  seem  to  promise 
the  sheltering  of  even  more  high-bracket 
income  than  is  the  case  today.  If  Con- 
gress goes  along,  depreciable  lives  of 
most  business  equipment  will  be  short- 
ened gradually  to  S  years  without  any  cut 
in  the  10%  investment  tax  credit.  That 
compares  with  the  present  12  years  for 
rail  hopper  cars,  a  staple  of  the  shelter 
business  at  Merrill  Lynch  and  other 
brokers,  and  14.5  years  for  grain  barges. 

Investors  would  be  permitted  to  write 
off  commercial  buildings  over  15  years — 
vs.  22  to  35  years  under  the  most  favor- 
able interpretation  of  existing  IRS 
rules — and  apartment  buildings  over  18 
years.  "The  effect  it's  going  to  have  is" 
pretty  dramatic,"  says  an  exuberant  Wil- 
liam Turchyn  Jr.,  vice  president  for  tax 
shelters  at  E.F.  Hutton.  "This  will  be  the 
biggest  boon  to  the  shelter  business  since 
the  imposition  of  the  income  tax  in 
1916,"  says  Robert  A.  Stanger,  publisher 
of  the  Siauger  Report  on  tax  investments. 

Boon  it  may  be  to  the  brokerage 
houses  that  sell  these  products,  working 
off  a  commission  typically  of  8%,  about 
10  times  what  they  can  get  selling 
stocks.  For  buyers  of  tax  shelters  the 
Reagan  proposals  are  something  else 
again.  Those  whose  tax  problems  are 
caused  by  big  salaries  rather  than  large 
amounts  of  dividends  and  interest  will 
find  shelter  investments  a  worse  buy  un- 
der the  new  depreciation  system.  Even 
the  traditional  shelter  customers — those- 
with  a  lot  of  top-bracket  investment  in- 
come— can  expect  to  find  advantages  in 
shelters  drying  up  within  a  few  years. 

Simply  put,  the  purpose  of  Reagan  eco- 
nomics IS  to  make  it  more  attractive  for 
individuals  to  make  productive  invest- 
ments rather  than  tax-avoiding  ones. 


In  order  to  reduce  the  urge  to  shelter, 
Reagan  proposes  to  eliminate,  by  1984, 
the  Internal  Revenue  Code's  discrimina- 
tory treatment  of  dividends,  interest  and 
capital  gains.  Currently  salaries  are  taxed 
at  a  50%  maximum  rate,  r.v  70%  for  so- 
called  unearned  income.  Bringing  indi- 
vidual taxpayers  down  to  a  uniform  50% 
maximum  would  put  them  on  a  par  with 
corporations,  which  are  taxed  at  46%  and 
are  competing  buyers  of  any  investment 
with  a  chance  of  paying  back  some  real 
returns.  Already  General  Electric  Credit 
Corp.  has  S6  billion  of  equipment  out  on 
lease,  and  will  be  eager  to  have  more  if  the 
Reagan  plan  becomes  law.  Many  a  tax- 
payer hell-bent  on  beating  the  IRS  forgets 
that  the  only  reason  doctors  and  rock  mu- 
sicians are  in  the  rail-car  business  is  that  a 
dollar  of  accelerated  depreciation  can  be 
worth  70  cents  to  them  rather  than  46 
cents.  That  overcomes  the  inherent  dis- 
advantage individuals  have  in  overhead, 
brokerage  commissions  and  various  anti- 
shelter  rules. 

The  Reagan  package  leaves  intact  the 


"preference"  rules  Congress  has  enact 
over  the  years  to  punish  high-bracU 
individuals  for  investing  in  deprecial 
real   estate   or  equipment.  Freferer, 
items  hit  the  individual  taxpayer  comi) 
and  going.  First,  every  dollar  of  pref 
ence  knocks  a  dollar  off  the  salary 
come  eligible  for  the  50%  maximum  ti 
subjecting  it  instead  to  rates  of  up 
70%.  Then,  as  the  shelter  matures,  ti 
earlier  writeoffs  boomerang,  causing 
come  taxable  at  the  full  70%  rates,  evi 
if  all  the  taxpayer  succeeded  in  shelter!^ 
in  the  early  years  was  salary. 

Reagan,  meanwhile,  is  paving  ni 
grc)und  for  the  proposition  that  indiv| 
uals  should  not  be  taking  advantage 
business  tax  incentives.  It's  bad  enoij 
already.  Individuals,  but  not  GE  Creq 
lose  the  investment  tax  credit  if  they  ri 
equipment  out  on  long-term  lease.  ? 
individuals,  but  not  corporations,  acq 
crated  depreciation  on  leased  equipmij 
IS  a  preference  item.  Now  Reagan  wai 
to  offer  accelerated  ten-year  cost  recc 
cry  only  for  owner-occupied  factori 
warehouses  and  stores.  Such  buildir 
owned  by  anyone  else — and  that  woi 
include  the  limited  partnerships  that ; 
the  vehicle  for  most  tax  shelters — woi 
rate  only  15-year,  straight-line  depre 
ation,  generating  about  one-third  the  ( 
preciation  deduction  in  initial  years.i 
would  hardly  be  surprising  if  retail^ 
like  K  mart  started  buying  new  stoi 
instead  of  leasing  them  from  partners! 
investors. 

None  of  this  should  be  taken  to  me 
that  the  shelter  salesmen's  days  are  nu 
bered.  Far  from  it — their  market  is  gro 
ing.  "The  typical  tax  shelter  buyer 
getting  more  and  more  like  the  avers 
U.S.  citizen,"  says  Arnold  G.  Rud( 
publisher  of  Liniited  HarDiei's  Letter.  "T 
vast  majority  of  people  going  into  I 
shelter  deals  are  in  the  50%  to  6( 
bracket."  The  50%  rate  starts  hitting  t 
single  person  at  $41,500  of  taxable 
come;  the  married  couple,  at  $60,000. 

Many  such  people  would  be  better 
investing  in  municipal  bonds  instead 
shelters.  Thanks  to  preference  problen 
says  Ahron  Haspel,  a  tax  partner  at  Pe 
Marwick,  Mitchell,  "it's  possible  to 
worse  off  in  an  oil  and  gas  deal  even  i^ 
pays  off  4-to-l."  Unfortunately  few  • 
and.  gas  deals  pay  off  at  even  2-tc 
(Forbes,  Sept  15.  19H()].  Real  estate  c 
be  better,  since  it  offers  the  hope  of  cc 
verting  ordinary  income  into  a  long-tei 
capital  gain.  But  there,  too,  brokera 
commissions  and  general  partners'  fi 
eat  into  the  retums.  Merrill  Lynch 
fered  one  deal  last  year  in  which  its  k 
are  up  to  24%  of  investors'  cash  over  t 
life  of  the  partnership  plus  15%  of  a 
capital  gains. 

Reagan's  tax  reform  won't  impro 
those  returns.  But  it  may  succeed 
making  productive  investment  more 
tractive  than  tax  gimmicks.  ■ 
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ENERGY  PLUS 


+ 


^  Oceans  of  fresh  water. . .  shrewd  reasons  for 
locating  in  Southeastern  Michigan. 


dustry  needs  plenty  of  water 
id  energy  for  processing  and  in 
e  production  of  most  products. 

Southeastern  Michigan  has 
3th  in  great  quantities. 

Its  shoreline  stretches  over 
)0  miles  in  the  heart  of  the  Great 
ikes,  the  world's  largest  supply  of 
ssh,  clear,  clean  water.  Water  to 
■oduce  with,  as  well  as  play  in. 
'ater  that  carries  endless  flotillas 

ships  to  and  from  Great  Lakes 
)rts  and  every  part  of  the  world, 
rough  the  St.  Lawrence  Seaway 

the  Atlantic  Ocean. 


Energy  is  plentiful,  too,  in  this 
7,600-square'mile  urban  and  rural 
area  because  Detroit  Edison  gener- 
ates more  than  90  peicent  of  its 
electricity  from  coal,  our  nation's 
most  abundant  and  lowest  cost 
fossil  fuel. 

Because  of  the  vast  Great 
Lakes  watershed.  Southeastern 
Michigan  will  continue  to  have 
oceans  of  fresh  water  lapping  at 


its  shoreline  for  years  to  come. 

Detroit  Edison  can  provide 
energy  plus  information  to  help 
you  expand  your  present  facilities 
or  locate  your  new  business  or 
industry  in  Southeastern  Michigan. 
Write:  Area  Development,  Detroit 
Edison,  308  WCB,  2000  Second 
Ave.,  Detroit,  MI  48226. 

Defroif 

Edison 

Keeping  the  power  in  your  hands. 


How  a  few  U.S.  shoe  companies  managed  to 
suwive  the  onslaught  of  less  expensive  imports. 


"You  can  never  be 
too  competitive" 


U.S.  Shoe  specialty  stores 

"it  is  nice  to  feel  a  little  wind  behind  usjbr  a  change. 


^^^^ 

f 

By  Thomas  Jaffe 


EVERYBODY  KNOWS  THE  $5  BILLION 
U.S.  shoe  manufacturing  industry 
is  a  disaster  area.  More  than  250 
plants  and  350  companies  were  shut 
down  during  the  Seventies,  victims  of 
years  of  madequate  capital  spendmg, 
poor  inventory  control  and  little  fashion 
awareness.  Output,  which  stood  at  562 
million  pairs  in  1970,  was  only  392  mil- 
lion last  year.  Less  expensive  imports 
flooded  in  to  fill  the  gap.  By  1977  the 
situation  was  so  desperate  that  the  feder- 
al government  anted  up  $56  million  to 
subsidize  retooling  by  the  survivors. 
Washington  also  extracted  quotas  on 
shoe  exports  from  Taiwan  and  Korea 
that  will  expire  this  year.  Yet  the  im- 
ports kept  pouring  in  from  Italy,  Spain 
and,  more  recently,  the  Philippines  and 
El  Salvador.  To  make  matters  worse,  an 
unusually  strong  demand  from  foreign 
tanners  coupled  with  small  kills  in  the 
U.S.  cattle  herd  drove  leather  prices  sky- 
high  in  1978-79.  Meanwhile,  high  prices 
connected  v/ith  high  labor  costs  have 
caused  total  domestic  shoe  demand  to 
fall  off  as  well.  Today  it's  down  more 
than  20%  from  its  record  high  of  960 
million  pairs  three  years  ago. 


But  there  are  survivors  of  this  massive 
shakeout.  Among  the  most  notable  is 
$933  million  (sales)  U.S.  Shoe  Corp.  of 
Cincinnati.  Over  the  past  five  years  U.S. 
Shoe  averaged  a  17.6%  return  on  equity. 
That's  better  than  Texaco,  Murphy  Oil 
and  Tesoro  Petroleum,  and  only  a  shade 
behind  Exxon  and  Mobil.  In  1980  U.S. 
Shoe  boosted  that  rate  to  18.3%. 

An  important  reason  for  that  surpris- 
ing profitability  is  U.S.  Shoe's  shrewd 
diversification  into  specialty  retailing, 
primarily  Casual  Comer,  the  largest 
chain  for  young  women's  sportswear. 
Last  year  those  operations  accounted  for 
some  55%  of  profits.  But  with  60%  of  its 
assets  still  invested  in  shoe  manufacture, 
U.S.  Shoe  remains  one  of  the  few  signifi- 
cant factors  in  the  manufacturing  side  of 
the  industry.  Another  survivor  is  $1.2 
billion  Brown  Group  of  St.  Louis,  the 
biggest  U.S.  manufacturer  of  brand-name 
shoes.  Although  its  return  on  equity 
trails  U.S.  Shoe's  at  14.4%,  that's  mainly 
because  its  diversification  record  is  less 
successful.  But  over  the  last  decade 
Brown's  footwear  profits  grew  7%  a  year, 
about  the  same  as  its  chief  rival. 

While  some  competitors  can  top  these 
numbers,  it's  only  because  they  either  vir- 
tually abandoned  the  business  or  are  in 


shoe  retailing,  which,  as  a  direct  be 
ciary  of  the  import  boom,  has  been  \ 
profitable  than  manufacturing.  The 
dramatic  bailout  was  $920  million  (s 
SCOA  Industries,  Inc.  (return  on  eq 
29.4%).  During  the  Seventies  it  shi 
sold  all  but  two  of  its  shoe  factories,  v. 
off  300-odd  moneylosing  shoe  stores 
year  187  more  were  divested)  and  cor 
trated  its  resources  on  general  mere 
dising,  which  in  1981  will  accoun 
more  than  70%  of  sales  and  some  80 
profits.  While  the  company  still  ope 
a  350-store  shoe  chain,  Gallenkami 
profitability  depends  heavily  on  Hill 
count  department  stores. 

Diversifying  more  broadly  was 
Louis-based  Interco  Inc.  Over  halt 
$2.8  billion  conglomerate's  incomj 
from  apparel  and  general  retailing, 
year's  acquisition  of  Ethan  Allen 
Broyhill  brought  it  an  additional 
million  in  fumiture  sales.  Yet  Int 
remains  the  largest  U.S.  shoe  mam 
turer.  And  footwear  profits — though 
than    25%    of   the   corporate  tot 
couldn't  be  better.  Much  of  Intei 
$570  million  volume  is  private-1 
business  for  Sears,  J.C.  Penney  and 
ers.  But  its  real  strength  is  in  Florshi 
the  number  one  producer  and  retaiK 
men's  shoes.  Led  by  this  division,  t 
wear's  operating  profits  rose  some  ■ 
during  the  last  five  years,  to  around 
million — 30%  of  the  corporate  total- 
a  mere  15%  increase  in  revenues. 

Even  leading  shoe  retailers  like 
billion  (sales)  Melville  Corp.,  the  natii 
biggest,  and  $830  million  Edison  Bn 
ers  Stores  busily  branched  out.  Buoyei 
they  were  by  the  import  flood  (retum 
equity;  28.7%  and  24.6%,  respectiv( 
they  shrewdly  saw  that  footwear 
mand  was  bound  to  mature.  Alread 
apparel  and  discount  drugs,  Melvill 
1976  acquired  Marshalls,  now  a  $ 
million  clothing  cham  specializing 
brand-name  closeouts  and  overri 
Nonfootwear  now  accounts  for  sc 
17%  of  Edison's  eamings. 

"One  of  the  disciplines  you  lear 
from  facing  all  that  import  competil 
year  after  year  after  year  is  that  you 
never  be  too  competitive  in  how 
manage  your  business,"  says  I 
(Dolph)  Bridgewater,  president  of  Bro' 
"If -you  let  up,  well,  that's  it." 

Recently  Bridgewater  and  fellow  su: 
vors  got  a  break  when  1980  imports 
clined  about  10%.  What  caused  the  d 
was  simply  speed  of  delivery.  While 
tailers  must  order  foreign  shoes  as  mi 
as  nine  months  in  advance,  U.S.  ma 
facturers  can  deliver  in  four  to  ei 
weeks  on  average.  With  interest  ra 
high,  retailers  don't  want  to  tie  up  m 
ey  in  import  inventories  or  pay  h 
freight  costs.  Then  there's  the  risk  t 
fashions  will  have  changed  by  the  til 
merchandise  is  received  from  abroad., 

Of  course,  U.S.  production  was  da 
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HERTZ #1  EXPRESS  LEAVES 
HE  COMPETmON  STANDING  STILL. 


At  Hertz,  what  keeps  us  ahead  of  our  competition 
3eping  you  ahead  of  \; ours. 

So  if  there's  a  service  that  can  get  you  into  or  out 
car  faster,  or  something  that  speeds  up  the  paper- 
'k,  you  can  bet  Hertz  is  doing  it. 

Like  #]  Express]'" 

Hertz  #J  Express  lets  you  fly  straight  from  your 
ie  to  your  car  Without  waiting  in  line  at  the  terminal 
nter  Without  waiting  for  your  rental  agreement  to  be 
filled  out.  And  without  wasting  time. 


Just  call  your  corporate  travel 
department,  travel  agent  or  Hertz  and  ask 
for  #1  Express.  When  you  make  your 
reservation,  give  us  your  Hertz  #1  Club' 
Card  number  and  we'll  give  you  a  #1 
Express  number  confirming  your 
booking.  Wnte  the  number  on  your 
#i  Express  pass  which  can  be 


picked  up  at  any  Hertz 
office  or  from  your  travel 
consultant. 

After  you  land, 
present  your  #1  Express 
pass  to  the  Hertz  courtesy 
bus  driver  You'll  be  taken  to  the  #J  Express  booth  where 
your  completed  contract  will  be  ready  and  waiting.  And 
so  will  your  car  (Recently,  a  salesman  from  Chicago 
completed  this  transaction  in  20  seconds.) 

No  other  rent-a-car  company  has  anything  that 
even  comes  close. 

If  you  want  to  get  off  to  a  good  head  start,  try 
Hertz  #1  Express. 

After  all.  it  won't  be  long  before  your  competition  will. 

#1  EXPRESS,  THE  WORLD'S  FASTEST 
WAY  TO  RENT  A  CAR, 


'  #1  Express 
800-654-3131 
jour  travel  consultant. 


PAT  OFF  CHtRT?  SYSTEM  ir 


WHERE  WINNERS  RENT 

HERTZ  FEATURES  THE  EXCITING  NEW  FORD  ESCORT 


2%  as  well.  And  while  an  extra  15  mil- 
lion orders  for  women's  shoes  went  to 
U.S.  factories,  the  imports  still  have  60% 
of  total  volume  in  that  market.  Still,  it 
was  the  first  import  drop  in  a  decade,  and 
it  came  a  year  after  foreign  shoes  had 
captured  more  than  half  of  the  U.S.  mar- 
ket for  the  first  time.  "We  spent  an  en- 
tire decade  with  the  wind  in  our  face," 
says  Philip  Barach,  chairman  of  U.S. 
Shoe.  "While  this  certainly  isn't  any  re- 
surgence, it  is  nice  to  feel  a  little  wind 
behind  us  for  a  change." 

To  put  it  another  way,  the  survivors 
may  be  starting  to  reap  the  fruits  of 
recent  capital  spending.  Since  1977 
Brown  has  spent  over  $30  million  to 
modernize,  including  the  installation  of 
computerized  design  equipment  and  oth- 
er sophisticated  machinery  that  cuts 
three  or  four  days  off  manufacturing 
time.  The  company  now  produces  as 
many  pairs  as  ten  years  ago,  but  in  eight 
fewer  factories.  This  has  also  led  to  bet- 
ter inventory  control.  Last  year  Brown's 
manufacturing  revenues  increased  10%, 
while  inventory  declined  8%. 

"I'll  grant  you  the  new  technology  is 
more  efficient,"  says  Barach  of  U.S.  Shoe, 
which  has  spent  $18  million  to  retool, 
"but  as  to  why  things  have  improved  — 
out  of  100  points  I  give  the  machines 
themselves  5.  The  real  key  is  that  they  let 
us  market  quicker  and  better." 

Barach  also  is  the  leader  in  developing 
specialty  shoe  stores.  Small,  usually  lo- 
cated in  regional  shopping  malls  and  run 
by  an  independent  retailer,  they  sell  the 
complete  line  of  one  of  U.S.  Shoe's  foot- 
wear brands:  Red  Cross,  Joyce-Selby, 
Pappagallo  and  Capezio.  Unlike  many  of 
the  imported  shoes  carried  by  other  re- 
tailers, which  only  come  in  a  few  widths, 
the  specialty  store  has  a  full  range  of 
sizes.  Says  Barach:  "The  customer  we're 
after  wants  style,  but  she  wants  comfort 
too."  He's  zeroing  in  on  women  30  years 
old  and  up  who  arc  willing  to  pay  average 
prices  ranging  from  $25  to  $40.  This 
target  is  the  middle  ground  of  shoe  retail- 
ing: more  expensive  than  the  family  dis- 
counter Melville  and  often  slightly 
cheaper  than  acknowledged  trend  setter 
Edison.  Since  1977  U.S.  Shoe  has  opened 
some  450  specialty  stores;  it  plans  an- 
other 1 00  in  1981,  and  sales  this  year  will 
hit  around  $80  million. 

"There  are  those  who've  scoffed  at  the 
specialty  store  as  just  a  fancy  version  of 
the  old  factory  outlet  concept,"  says  Phil 
Barach.  "But  we  must  be  filling  some 
sort  of  niche.  Otherwise  there's  no 
rhyme  or  reason  why  these  stores  should 
be  doing  so  well.  They'll  give  us  a  stabil- 
ity we've  never  known  before." 

It  is  too  soon  to  build  a  triumphal  arch 
for  a  resurgent  U.S.  shoe  industry.  But 
there  are  a  few  survivors  who  have  re- 
sponded imaginatively,  if  late,  to  the 
import  challenge,  and  they  deserve  a 
bouquet.  ■ 


Fast-moving  First  Mississippi  has  been  we 
positioned  or  lucky  because  of. . . 


The  new 
good  old 
boys 


By  Beth  Brophy 


IN  Jackson,  Miss,  tulips  are  blooming 
in  February  and  secretaries  are  sip- 
ping Coke  at  nine  in  the  morning  at 
the  plain,  two-story  red  brick  headquar- 
ters of  First  Mississippi  Corp.  A  white- 
haired  stockholder  comes  by  for  a  visit. 
"That's  Mr.  Alexander,"  says  an  execu- 
tive. "He  bought  some  stock  a  long  time 
ago  and  it  made  him  rich,  and  now  he 
just  likes  to  come  down  and  look  at  the 
records." 

Is  it  the  old  magnolia-scented  story  of 
Sleepytime  Down  South  business?  No, 
Mr.  Alexander  is  happy  in  his  retirement 
because  a  bunch  of  young,  new-breed  old 
boys  took  his  once-tiny  fertilizer  com- 


pany, diversified  into  oil  and  gas  in  IS 
and  made  First  Miss  one  of  the  high 
priced  items — 20  times  earnings — on 
New  York  Stock  Exchange. 

First  Miss  bought  participations 
drilling  ventures  with  such  experien 
companies  as  Central  Louisiana  Ene 
and  Florida  Gas  Co.  And  in  Noveni 
1979,  in  Louisiana,  the  team  hit  a  big 
deposit — First  Miss  has  a  33%  work 
interest — and  the  earnings  poured  in. 

In  the  fiscal  year  that  ended  last  Ji 
30,  First  Miss'  earnings  hit  $21.2  r 
lion,  98  cents  a  share,  more  thar 
times  the  $4.7  million,  22-cents-a-sh 
earnings  in  1979.  Oil  and  gas  cont 
uted  $3.8  million  of  the  1980  eami 
and   should   significantly  increase 


/  Kcllcy  WilluiiiK  of  First  Mixmsm/'/)/  (j)ij> 

"I  wouldn't  hire  a  guy  who  hadnt  any  luck  on  the  theory  he  wets  due  some. 
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A  bottom  line  view  of  loss  control 


Imm 

Oil  rigs,  like  this  in  the  Gulf  of  Mexico,  typify  high-hazard  operations. 


Every  business  has  special 
ils  needing  special  insurance 
ker  solutions.  How  Alexander 
Jexander  looks  at  offshore 
ling,  one  of  the  riskiest,  will 
p  explain  how  we  will  look  at 
ir  business.  In  this  case,  we 
dy  rig  safety  through  a 
itractor's  eyes.  Scrutinizing 
workers  and  the  working 
ironment.  Probing  the  whys 
njuries  and  the  hows  of  acci- 
it  prevention.  Viewing  down- 
e  as  dollars. 

ent-tailored 
fety  programming 

Only  by  working  from  a 
:nt's  point  of  view  can  we  be 
e  a  company  gets  the  most 
aprehensive,  cost-efficient 
grams  possible. 
This  insider's  vantage  point 


enables  our  loss  control  consul- 
tants to  be  sticklers  on  safety  for 
any  corporation.  Ferreting  out 
hot  spots  from  loss  data  banks. 
Casing  the  carrier's  services. 
Creating  safety  programs  that 
work.  And  staying  on  top  of  them, 
alert  to  changing  conditions,  new 
hazards,  new  operations,  new 
technology. 

Each  industry  has  different 
needs.  For  insurance,  for  risk 
management,  for  human 
resource  management,  for 
financial  services.  And  each  of 
our  120  offices  here  and  overseas 
has  the  facilities,  expertise  and 
strength  to  fulfill  the  require- 
ments of  any  company,  large  or 
small,  in  any  industry. 


We  think  a  big  reason  A&A 
has  become  one  of  the  largest 
and  most  trusted  insurance 
brokers  worldwide  is  that  we 
work  the  same  way  with  every 
client.  From  the  client's  point 
of  view. 


Alexander 

From  the  client's  point  of  view. 


"I  have  to  make  sure  we  do  things  right. 
That's  my  name  on  the  door.''  -B,i/Mam„«  Pr.„d.m 

Marriutt  Corporation 


"Checking  on  our  hotelS;  last 
year.  1  traveled  liopoo  niiles. 

I  visited  every  single  Marriott 
Hotel -some,  more  than  once. 

1  inspected  more  than  1,000 
hotel  rooms.  Examined  48 
ballrooms.  Toured  63  kitchens. 

So  1  know  as  well  as  you  do: 
business  trips  are  hard  work. 

neat's  one  reason  all  of  us  at 
Marriott  work  so  hard  to  take  the 
hassle  out  of  your  stay 

We  think  that  when  you  check 
in,  you  should  be  able  to  check  in 
fast.  And  if  you  ask  for  a  6:15  wake- 
up  call,  that's  when  it  should  arrive. 

It's  just  a  question  of  paying 
attention  to  the  details. 

This  attitude  helps  explain  why 
Marriott  has  one  of  the  highest  occu- 
pancy rates  in  the  hotel  industry 
And  why  the  Mobil  Travel  Guide 
gives  Marriott  more  4-star  ratings 
than  any  other  hotel  company 

That  makes  all  of  us  at  Marriott 
proud.  Aiid  no  one,  more  than  me. 

Because  every  4-star  rating  goes; 
to  a  hotel-with  my  name  over  the 
door'' 

Marriott  Hotels, 


the  current  fiscal  year,  which  ends  June 
30,  says  James  Harper  IB,  president  of  the 
First  Miss  energy  subsidiary. 

The  rest  of  First  Miss'  earnings  and 
$221  million— 91%— of  its  $243  million 
sales  came  from  fertilizers  and  chemi- 
cals. The  old  businesses  aren't  doing  half 
badly  for  First  Miss  these  days,  but  it's 
the  energy  play  that  has  its  managers — 
and  the  regional  brokerage  houses  for 
whom  First  Miss  is  a  particular  darling — 
excited. 

To  gild  that  energy  lily  First  Miss  puts 
out  a  four-color  brochure  that  projects 
future  net  revenues  of  existing  oil  and  gas 
reserves,  based  on  the  expectation  that 
prices  will  rise  greatly  over  the  life  of  the 
well — which  boosts  the  projected  dollar 
value  of  future  reserves.  The  common, 
and  conservative,  practice  is  to  arrive  at 
a  present  worth  of  reserves  by  discount- 
ing future  cash  flow.  Under  the  latter 
method.  First  Miss'  reserves  are  worth 
$155  million— $7.38  a  share.  Under  the 
brochure's  method  they're  worth  $242 
million,  or  almost  as  much  as  the  whole 
company  grossed  last  year. 

chalk  it  up  to  the  heady  enthusiasm  of 
the  recently  rescued.  The  gas  discovery 
came  just  in  time  to  save  First  Miss  from 
a  sticky  situation.  The  company  had  in- 
vested in  oil  and  gas  exploration  to 
smooth  out  the  cycles  of  the  fertilizer 
business.  But  the  initial  result  was  a 
sharp  decline  in  earnings.  From  $14.4 
million  in  fiscal  1977,  net  income  fell  to 
$4.2  million  in  1978  and  $4.7  million  in 
1979.  First  Miss  encountered  the  worst 
of  both  worlds:  declining  prices  in  fertil- 
izers and  the  early  dry  hole  and  lease 
abandonment  expenses  that  any  investor 
in  the  field  must  expect.  "1  guess  we 
should  have  given  ourselves  more  lead 
time  to  establish  reserves  and  generate 
cash  flow,"  says  J.  Kelley  Williams,  presi- 
dent and  CEO,  a  graduate  in  finance  of 
Harvard  Business  School. 

But  the  big  discovery — called  the  Irene 
Field  and  estimated  by  First  Miss  to  con- 
tain between  300  billion  and  500  billion 
cubic  feet  of  gas — came  along  )ust  as  the 
company's  chemical  markets  were  firm- 
ing (it  makes  urea,  anhydrous  ammonia 
and  aniline)  and  made  the  1980  fiscal 
year  a  success.  "I  don't  know  how  much 
of  that  is  positioning  and  anticipation 
and  hard  work  and  how  much  is  dumb 
luck,"  says  the  boyish-looking  Williams, 
46,  a  native  of  Greenwood,  Miss.  But  he 
doesn't  sneer  at  luck.  "It  helps  if  you've 
got  luck.  I  wouldn't  hire  a  guy  who 
hadn't  any  luck  on  the  theory  he  was  due 
some,"  says  Williams. 

He  counted  on  luck,  or  positioning, 
once  before.  First  Miss,  which  was 
founded  in  1957  as  a  venture  capital  cor- 
poration, was  by  1965  concentrating  on 
fertilizer — a  business  caught  between 
fluctuating  markets  and  a  capital-inten- 
sive plant  that  must  be  kept  running  in 
bad  times  and  good  for  the  cash  flow  to 


pay  the  financing.  The  company  went 
into  chemicals  in  1969,  but  made  its  big 
move  in  1973,  two  years  after  Williams 
became  president  and  CEO.  First  Miss, 
then  at  $26  million  sales,  bought  Atlan- 
tic Richfield's  fertilizer  business  for  $79 
million  in  mostly  borrowed  money. 

"I  bet  the  company  on  that  move," 
says  Williams,  with  the  self-satisfaction 
of  the  successful  gambler.  Federal  price 
controls  on  fertilizer  were  lifted  within 
six  months  of  his  purchase,  and  First 
Miss  earnings  took  off.  From  $3.2  mil- 
lion net,  12  cents  a  share,  in  fiscal  1973 — 
just  before  Williams  bought  ARCO's  fer- 
tilizer— earnings  shot  up  to  $21  million 
m  1974  and  to  $42  million  in  1975. 

That  was  when  Williams  took  the  cash 
from  the  fertilizer  business  and  invested 
in  oil  and  gas  exploration. 

Now  the  company  is  enjoying  the 
more-than-monetary  fruits  of  that  move. 
Big  oil  companies  are  interested  in  once 
lightly  explored  Mississippi  where  First 
Miss  owns  lease  acres.  All  told  it  owns 


First  Miss  bought  ARCO's  fer- 
tilizer business  for  $79  mil- 
lion. "J  bet  the  company  on 
that  move,"  says  Williams 
with  the  air  of  a  successful 
gambler.  Price  controls  were 
lifted,  within  six  months  and 
First  Miss'  earnings  took  off. 


61,200  acres  in  Louisiana,  Texas,  Ala- 
bama and  its  home  state,  plus  a  25% 
interest  in  the  Greens  Creek  field.  "We 
have  standing  within  the  industry  now," 
says  Secretary  and  Treasurer  James 
Lange,  44,  a  law  school  graduate.  "We're 
part  of  the  club,  members  of  the  fraterni- 
ty, so  more  deals  come  our  way." 

Williams  has  placed  First  Miss  energy 
activities  in  a  wholly  owned  subsidiary 
named  First  Energy  Corp.  Now  he  is  toy- 
ing with  the  idea  of  spinning  off  First 
Energy  to  give  shareholders — and  those 
attentive  regional  brokers — pure  energy 
play  unencumbered  by  all  that  fertilizer. 
Otherwise  he  is  investing  about  $60  mil- 
lion a  year  in  oil  and  gas  exploration  and 
another  $5  million  in  exploration  for 
minerals,  such  as  tungsten,  copper,  silver 
and  gold.  He  expects  the  mineral  busi- 
ness to  lose  money  for  several  years  but 
counts  on  cash  flow  from  natural  gas  to 
keep  earnings  stable  during  this  time. 

The  atmosphere  at  First  Miss  head- 
quarters these  days  is  a  combination  of 
old-fashioned  southern  folksiness  and 
new-style  southern  drive.  The  company 
will  build  its  base  in  energy,  says  Wil- 
liams, but  all  else  lies  open  to  positioning 
and  luck.  "Shakespeare  said  time  and 
chance  circumstances  affect  us  all,"  says 
Williams,  summing  up.  Actually,  Shake- 
speare didn't  say  that  at  all,  but  he  might 
if  he  were  around  First  Miss  today.  ■ 


The  Money  Men 


Where  are  the  nifty-fifty  investors  of  yester- 
year? Here's  one  who  is  alive,  well — and  even 
dreaming  of  one-decision  stock  picks. 

Growth  is  where 
you  find  it 


By  Jean  A.  Briggs 

THE  NAME  OF  THE  GAME  is  growth. 
That's  what  Robert  G.  Wade  ]r. 
said  when  Forbes  first  talked  with 
him  back  in  1973,  and  it's  what  he  says 
today.  Wade,  53,  is  now  president  of 
Crocker  Investment  Management  Corp., 
a  wholly  owned  subsidiary  of  Crocker 
National  Corp.,  that  manages  $2.6  billion 
in  pension  funds.  In  1973  Wade  was  chief 
of  research  for  Burnham  Co.  When 
Burnham  merged  with  Drexel,  he  be- 
came chief  investment  officer.  Four 
years  ago  he  left  New  York  for  Crocker  in 
San  Francisco.  Since  then,  the  assets  un- 
der Wade's  management  have  more  than 
doubled.  His  performance  has  been  im- 
pressive, too:  Last  year  his  fund  returned 
42.7%,  r.s".  a  companywide  equity  ac- 
count average  of  38%,  32.5%  for  the 
S&.P's  500  and  22.2%  for  the  DJIA. 

At  a  recent  breakfast  chat  after  a  red- 
eye flight  to  New  York  for  a  meeting 
with  clients,  the  former  growth-stock 
addict  was  true  to  form.  In  1973  he  liked 
Polaroid  and  IBM,  even  though  they 
were  trading  at  88  and  55  times  earnings. 
He  has  long  since  admitted  such  stocks 
"got  ahead  of  themselves,"  though  he 
now  points  out  they  "stayed  up  longer 
than  many  people  expected." 

To  Wade,  a  transplanted  Yankee  with 
traces  of  a  Maine  accent,  that  was  per- 
fectly logical.  "Equity  security  prices  and 
values  are  basically  driven  by  growth  in 
earnings  and  dividends,"  he  explains.  "It 
may  not  be  a  long,  sustained  growth  as 
the  notion  of  a  growth  stock  suggests. 
But  powerful  growth  over  a  shorter  peri- 
od, if  it  hasn't  already  been  anticipated 
in  the  marketplace,  also  gives  you  good 
results."  In  other  words.  Wade  is  clearly 
pragmatic  enough  to  have  altered  his  old 
philosophy — even  if  his  vocabulary 
seems  unchanged.  He  talks  pure  Sixties 
growth  concepts,  but  his  portfolio  moves 
reflect  today's  popular  strategy  of  invest- 
ing in  cyclical  stocks. 
The  reason  he  likes  the  energy  indus- 


try is  a  case  in  point.  "Big  oil  companies 
are  not  what  people  thought  of  as  growth 
stocks  a  few  years  ago.  Yet  because  of 
higher  oil  prices  their  earnings  have 
grown  very,  very  rapidly — and  stock 
prices  are  reflecting  that.  I  still  don't  see 
them  as  growth  stocks,  although  we  see 
a  continuing  period  of  rising  earnings. 

"The  term  'growth  stock,'  "  says 
Wade,  "suggests  an  emerging  electronics 
company  that  has  invented  something 


Crocker  hircstinoil's  Roherl  Waclc 


Cheap  is  not  enough. 

that  will  give  it  truly  extraordinary 
growth  for  some  time.  The  typical 
growth  investor  is  looking  for  the  next 
Xerox,  but  we  are  willing  to  take  growth 
where  we  find  it.  We  avoided  the  auto 
stocks,  but  this  past  year  we've  begun  to 
buy  some  General  Motors.  The  stock  has 
been  noticeably  depressed  and  we  see  a 
company  that  has  made  the  investment 
necessary  to  become  a  strong  competitor 
in  world  auto  markets.  We  see  a  strong 
growth  of  eamings  over  the  next  three  to 
four  years.  I  would  not  call  GM  a  growth 
stock,  but  at  today's  prices  it  represents  a 
way  of  making  money. 

"We  aren't  interested  purely  because 
the  stock  is  cheap.  We  have  to  see  some- 
thing that  will  cause  change.  We  see  as 
much  as  $20  of  earning  power  in  GM 
over  the  next  few  years.  The  stock  would 
still  be  cheap  at  $50  or  $60." 


Finding  stocks  with  eamings  that 
grow  short  or  long  term,  of  course,  is 
simple.  Thinking  one  sees  earn 
growth  is  one  thing;  being  right  is  so 
thing  else.  That  is  precisely  why  W 
stresses  the  idea  of  anticipating  cha 
almost  as  much  as  he  stresses  antici 
ing  growth.  "It  sounds  obvious,"  he  s 
"but  we  do  work  at  it.  You  can  do  m 
better  if  you  constantly  and  energetic 
anticipate  change  rather  than  react  U 
Those  who  correctly  anticipate  the 
rection  inflation  will  take,  for  exam 
will  be  much  more  successful  in  strut 
ing  portfolios." 

Wade  returns  to  energy  stocks  for 
illustration.  "The  oils  have  been  \ 
much  an  inflation  hedge.  If  inflat 
were  going  to  be  significantly  rcdu(| 
however,  other  stocks  might  become 
atively  more  attractive.  That  woul( 
necessarily  make  the  oils  unattract 
but  it  might  make  them  market  perfo 
ers  again  instead  of  market  leaders." 

What  change  is  Wade  anticipal 
now?  A  new  flowering  of  the  entre] 
neurial  spirit.  "It  is  a  vague  thing  to  t 
about,"  he  says,  admitting  this  hui 
keeps  him  searching  technology  sto 
for  opportunities.  "If  you  have  a  fai 
able  view  of  the  1980s,"  he  explains, 
we  do,  they  probably  aren't  overprice! 
all  in  terms  of  the  possibilities  for  thei 
Wade  IS  interested  not  only  in  the  r 
entrepreneurial  companies  but  also 
the  well-established  outfits — like  Ii 
and  Hewlett-Packard.  Those  stocks 
already  down  from  their  recent  hij 
and  Wade  expects  further  declines 
present  a  good  buying  opportunity. 

Wade  is  so  optimistic  that  if  he  I 
just  one  decision  to  make  for  the  nl 
three  years  he'd  be  100%  in  equities.  ] 
portfolios  are  now  only  85%  invesll 
"There's  a  certain  charm  to  own\ 
cash,"  he  explains.  "It  pays  so  well."  | 

"Still,  we  like  equities  because  a  c; 
can  be  made  for  lower  inflation.  E\ 
with  existing  inflation,  stocks  are  attl 
tive  because  U.S.  industry  is  better  al 
to  pass  it  through.  Many  companies  h^ 
real  earnings  again."  One  ma)or  excj 
tion,  he  says,  is  steel.  I 

Before  heading  off  to  his  meeti 
Wade  even  had  a  good  word  for  tl 
discredited  Sixties  concept,  the  one-de 
sion  growth  stock.  "If  you  can  be  rig 
truly  right,  about  a  stock  that's  grow; 
rapidly,  you  just  hope  it  won't  get  too 
ahead  of  itself  so  that  you  have  to  S( 
Then  you've  got  another  decision 
make,  and  there  are  enough  of  them 
be  made  in  this  business  that  if  you  c 
reduce  the  number  you're  ahead  of  t 
game."  An  example?  "Schlumber^ 
The  stock  always  looks  like  it's  ahead 
itself,  but  It  has  almost  never  been 
particularly  useful  investment  to  sell." 
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of  a  series. 


Upland  industrial  sites  in  Washington. 

Seattle 


upland's  new  South  Center  Corporate  Park 

in  Kent  is  just  12 ¥2  miles  from  downtown  Seattle.  All  Upland 
developments  in  this  Green  River  Valley  industrial  area  are 
close  to  Pacific  gateway  ports,  Seattle-Tacoma  International 
Airport  and  three  major  highways.  Each  site  is  served  by  the 
dependable  Union  Pacific  Railroad. 


»u're  in  good  company! 

ur  Upland  neighbors  in  the  Green  River  Valley  include 
nway  Corp.,  Kilsby  Tubesupply,  Hitachi  Sales  Corp.  of 
nerica,  Western  Paper  Company,  Weyerhaeuser  Co.,  Kraft 
ods,  Tektronix,  Inc.,  Sears  Roebuck  &  Co.,  Seaport  Steel, 
lynolds  Metals  Co.  and  many  other  major  companies. 


These  are  the  Upland  States  off  America. 

Upland  industrial  and  commercial  sites  are  also  available  in 
or  near  growth  markets  in  California,  Colorado,  Idaho,  Iowa, 
Kansas,  Missouri,  Montana,  Nebraska,  Nevada,  Oregon, 
Utah  and  Wyoming. 


For  specific  South  Center  Corporate  Park  or  other  Upland  industrial  site  information,  write  to  Howard  F.  Hansen,  Executive  Vice 
President.  Upland  Industries  Corporation,  110  North  14th  Street,  Dept.  FB-3-81,  Omaha,  Nebraska  68102. 

Upland  Industries  Is  a  wholly-owned  subsidlarv  of  Union  Pacific  Corporation 


Piping  water  from  Oregon  to  Arizona?  Ship- 
ping it  abroad?  These  are  among  options  to 
consider,  says  historian  John  Opie,  when  we 
chart  a  national  water  policy. 

There's  no 
synnvater  industry 
to  bail  us  out 


By  Jean  A.  Briggs 


FOR  Americans  in  the  eastern  half 
of  the  U.S.,  water  is  essentially 
free.  It  is,  despite  temporary  short- 
ages, cheap  and  plentiful.  In  the  West,  of 
course,  the  situation  is  far  different.  Wa- 
ter is  not  abundant.  For  generations  it 
has  sparked  political  and  economic  con- 
flicts. It  IS,  however,  inordinately  cheap. 
Government  subsidies  guarantee  that. 

"We  are  a  water-intensive  people,  per- 
haps the  most  water-intensive  the  world 
has  ever  known,"  says  John  Opie,  a  Du- 
quesne  University  historian  who  is  an 
expert  on  water  policy.  "We  cherish  our 
benefits,  but  nevertheless  45%  of  the 
fresh  water  we  use  in  our  homes  goes  for 
flushing  toilets  and  sewage.  Another 
307o  goes  for  bathing  and  cleaning.  Only 
a  tiny  percentage  is  used  for  drinking  and 
cooking.  When  most  of  the  population 
lived  on  farms  we  treated  water  very 
differently." 

Opie,  who  is  now  a  fellow  at  the  Na- 
tional Humanities  Center  m  Research 
Triangle  Park,  N.C.,  believes  that  the 
long-term  availability  of  fresh  water  is  a 
serious  national  problem — and  one  made 
all  the  more  serious  because  of  the  rapid 
growth  of  the  Sunbelt.  "One  of  the  major 
questions  in  American  history  was  what 
to  do  with  the  West,"  he  explains. 
"Madison  asked  Jefferson  if  the  Louisi- 
ana Purchase  was  really  worth  the  price 
because  he  thought  the  area  was  nothing 
but  desert." 

Modern  resource  management,  of 
course,  has  made  viable  farming  areas 
out  of  parched  western  Kansas,  the  Da- 
kotas  and  western  Nebraska.  But  Opie 
worries  that  such  gains  may  not  be  sus- 
tainable. "The  main  problem  in  the  long 
run  is  not  people  but  food.  Mid-America 
is  not  only  the  breadbasket  of  the  U.S., 
but  of  the  world.  If  extended  droughts 
occur  there  it  could  be  devastating." 

Opie  says  that  the  Southwest  has  long 
been  consuming  water  at  a  faster  rate 
than  it  is  being  replaced.  Irrigation  sys- 


Walcr  Jtolicy  expert  John  Ojuc 


Considering  the  possibility  of  failure. 

tems,  for  example,  tap  thousand-year-old 
underground  streams  and  reservoirs 
known  as  aquifers.  They  get  additional 
water,  says  Opie,  through  percolation  or 
seepage — but  detinitely  not  as  fast  as 
they  are  being  depleted. 

The  balance  of  the  Southwest's  water, 
however,  comes  from  rivers — and  the  de- 
mands on  them  are  also  massive.  "Popu- 
lation pressure  and  farming  pressure  are 
testing  the  limits  of  the  Colorado  River," 
says  Opie.  "There  are  even  those  who 
argue  that  there  is  no  additional  water 
available  from  the  Colorado,  that  by  the 
time  it  reaches  Mexico  it  is  a  bare  trick- 
le. The  river  is  not  an  infinite  resource. 
The  same  is  true  of  the  Rio  Grande.  It  is 
also  heavily  used  by  farmers  in  New 
Mexico  and  Texas. 

"I  see  the  situation  gettmg  worse," 


Opie  continues,   "because  there  i^ 
much    we    can    do   to  increase 
amount  of  water  that  we  have.  Th 
are  even  reasons  to  think  that  in 
long  run  we  will  have  less  water  av  I 
able  to  us  naturally,  through  rainf] 
than  we  do  now.  One  of  the  great 
bates  in  scientific  circles  is  over 
long-term  effect  of  burning  coal.  T 
produces  carbon  dioxide,  which  co 
create  a  'greenhouse  effect'  in  the 
mosphere,  raising  the  temperature 
the  earth  an  average  of  two  or  th 
degrees  Celsius.  This  could  have  dc 
tic  effects  on  rainfall  over  the  bre 
basket  of  the  U.S."  No  one  knows 
such  a  trend  is  already  beginning- 
even  if  it  is  likely — but  the  econor 
consequences  could  be  staggering. 

Although  he  sounds  alarmist,  Opii. 
46-year-old  graduate  of  the  University 
Chicago  who  has  traveled  widely  in  i 
and  West,  is  no  prophet  of  doom.  St 
he  thinks  Americans  should  stop  wa 
ing  water — even  by  putting  bricks 
toilet  tanks,  to  reduce  the  amount  u! 
for  flushing.  He  is  already  encouraged 
the  fact  that  manufacturers  are  deveh 
ing  more  water-efficicnt  toilets,  thou 
he  admits  that  with  househe)ld  wai 
virtually  free  there  is  little  incentivei 
install  them. 

"What  I'm  not  advocating  is  the  i 
tion  that  we  are  going  to  solve  the  pn 
lem  by  discovering  more  water,"  s; 
Opie.  "We  must  examine  what  resoun 
are  available  in  given  regions  of  the  coi 
try  over  a  25-to-30-year  period  to  : 
where  there's  no  more  water  to  dr 
from  and  to  establish  some  natioi 
planning." 

Interest  in  preserving  the  envin 
ment,  he  suggests,  may  have  to  give 
to  the  need  for  pipelines  carrying  wa 
from  such  heavy  rainfall  areas  as  Term 
see  and  the  Pacific  Northwest  to  the  a 
regions,  and  for  dams  creating  more  r 
ervoirs.  For  example,  Opie  foresees  I 
eventual  need  for  a  means  of  transferri 
water  from  Washington  and  Oregor 
states  with  the  most  rainfall  in  the  con 
nental  U.S. — to  the  Southwest.  "But  tl 
would  require  tremendous  investme 
and  management.  We  can't  look  upor 
as  an  opportunity  that  can  be  instantly 
even  inevitably  tapped." 

The  U.S.,  of  course,  isn't  alone  in  fj 
ing  water  shortages — and  compared  wi 
much  of  the  world,  bounteous  water  si 
plies  are  yet  another  of  America's  Vi 
natural  resources.  If  these  are  used,  0| 
says,  there  may  come  a  day  when  t 
U.S. — along  with  Canada  and  the  Scan 
navian  countries — could  export  wat 
"But  we  tend  to  believe  it  is  impossil 
to  fail,"  he  concludes.  "And  1  think  ' 
must  write  that  into  our  scenario.  E 
salination  is  not  economically  feasil 
and  there  is  no  such  thing  as  artific 
water.  There  is  no  synwater  indusi 
that  is  going  to  bail  us  out."  ■ 
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\)  Midway  Airlines  is  losing  $10  a  minute 
rating  out  of  an  abandoned  airport.  Ifs 
idea  whose  time  is  yet  to  come. 


If  we  can  just . . 


The  Up-And-Comers 


By  Lisa  Gross 


DMEWHERE  ALONG  THE  ENDLESS  dt'- 

>erted  concrete  corridors  of  Chica- 
go's Midway  Airport  is  the  head- 
rs  of  Midway  Airlines,  the  first 
ng  of  airhne  deregulation.  Even 
ou  catch  sight  of  a  secretary  busily 
behind  an  unmarked  door  across 
jate  5,  It's  a  little  hard  to  believe 
ng  is  really  happening  here.  Most 
waiting  room  seats  are  empty.  So 
e  free  parking  spaces  outside.  If 
there  at  just  the  right  time,  there 
be  a  plane  with  distinctive  rain- 
larkings  taxiing  down  the  runway, 
at's  It. 

,  these  are  the  first  signs  of  life  that 
ly  Airport  has  seen  since  1962, 
traffic  was  diverted  to  the  larger 
:  Airport.  The  man  behind  all  this 
■nt  bustle  is  Irving  Tague.  Five 
igo  Tague,  then  general  manager 
lief  operating  officer  of  Hughes 
>t,  came  up  with  the  idea  of  estab- 
;  a  regional  airline  with  Midway  as 
b. 

1  ignore  for  the  moment  the  fact 
idway  Airport  lies  1 1  long,  bump- 
umper  miles  southwest  of  Chica- 
3op  down  jammed  Stevenson  Ex- 
ay  on  tough,  blue-collar  Cicero 
C;  or  that  connecting  from  a  Mid- 
I  an  O'Hare  flight  is  nearly  impos- 
nlcss  you  happen  to  own  a  helicop- 
if  more  airlines  begin  using  Mid- 
iter  all,  Irv  Tague  himself  ignores 
facts,  brushing  them  off  like  so 
innoying  gnats.  While  some  might 
's  running  into  the  same  problems 
losed  Midway  in  the  first  phice, 
sees  only  the  advantages  in  Mid- 
solation:  "It  gave  us  an  opportuni- 
perate  at  low  cost  and  charge  bar- 
isemcnt  fares,"  says  Tague.  The 
'as  cheap  and  the  staff  new  and 
id.  With  the  hub-and-spoke  sys- 


tem, Midway  needs  only  one  gate  at  re- 
ceiving airports,  a  money-saver  since  it 
has  to  sublet  at  premium  prices.  As  the 
competition  in  Chicago  is  based  at  high- 
cost  O'Hare,  says  Tague,  "It  offers  the 
other  carriers  no  opportunity  to  match 
our  fares."  It's  the  Freddie  Laker  ap- 
proach applied  to  a  regional  airline.  Ex- 
cept in  Midway's  case  a  price  war  would 
spell  disaster.  Right  now,  too,  it's  an 
expensive  approach — Midway  Airlines 
lost  $5.3  million  from  November  1979 
through  September  1980. 

In  1976,  when  Tague  decided  to  aban- 
don his  nice,  safe  six-year-old  job  as  gen- 
eral manager  and  chief  operating  officer 
of  Hughes  Airwest  to  embark  upon  his 
Midway  idea,  all  he  knew  for  certain  was 
he  had  to  do  it  then,  or  forget  it.  In  1970 
Hughes  had  hired  Tague  from  airline 
consulting  firm  Simat,  Helliesen  and 


Eichner,  Inc.  to  save  Airwest.  The  year 
before,  Airwest  lost  $20  million  on  $70 
million  revenues.  Tague  says  it  took  him 
14  months  to  make  Airwest  profitable. 
How?  "I  got  rid  of  people,  including  13 
vice  presidents.  Then  we  put  the  line 
back  on  schedule.  That's  all,"  answers 
Tague,  in  his  usual  laconic  manner. 
Bored  with  running  Airwest,  Tague  says, 
"When  Howard  Hughes  died  and  there 
wasn't  any  will,  it  became  very  obvious 
that  there  wouldn't  be  any  equity  partici- 
pation in  Hughes  Airwest.  As  the  dereg- 
ulation bill  was  before  Congress  at  about 
the  same  time,  it  seemed  to  me  if  I  was 
going  to  make  the  move  for  equity,  that 
was  the  time  to  do  it."  Leaving  was  a 
good  move:  Hughes  sold  Airwest  to  Re- 
public last  year. 

If  he  had  held  off  for  a  year  or  two,  he 
wouldn't  have  ended  up  wasting  two 
years  seeking  Civil  Aeronautics  Board 
approval  for  Midway.  (The  deregulation 
bill  had  yet  to  pass.)  Still,  by  mid-1978, 
with  operating  certificate  in  hand  and 
wearing  his  good  gray  flannel  suit,  Tague 
hit  the  money-raising  road.  "I  took  our 
dog-and-pony  show  to  one  venture  cap- 
italist a  week  for  a  year.  It  was  a  little 
over  50  meetings  and  100  airplane  rides, 
with  no  free  passes,"  says  Tague,  gazing 
philosophically  out  the  office  window  at 
a  Midway  DC-9-10  waiting  to  take  off. 

Selling  the  venture  capitalists  on  his 
idea  was  tricky.  Why  invest  in  a  man 
who  wanted  to  start  a  regional  airline 
serving  Kansas  City,  Cleveland  and  De- 
troit, all  of  which  were  well  served  by  the 
trunk  lines'  And  out  of  an  abandoned 
airport,  at  that. 

"We  were  worried  no  one  would  bite 
right  up  until  the  last  penny  was  in.  And 
even  then  we  started  $300,000  short 
with  $5.7  million."  But  no  matter,  be- 
cause in  the  meantime,  in  true  Tague 


MulH  ilYS  h'IDIli  '/t{L>IH'  (!//(/  (i(il(l(i)l  lillL'd)! 

"We'll  always  be  cash  hungry." 
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After  the  whirlybird  sets  down  the  doghouse, the  jug  hustlers  ai 


It  only  sounds  like  an  Australian  song.  Actually, 
its  part  of  the  jargon  used  by  seismic  crews  as 
they  search  for  new  reserves  of  oil  and  natural 
gas,  And  nowadays  you  can  hear  it  in  some  of 
the  most  rugged  and  remote  areas  of  the  United 
States.  What  does  it  mean? 

The  whirlybird  is  obvious.  That  s  the  heli- 
copter. And  the  doghouse  is  the  while,  cylinder- 
shaped  object  sitting  at  the  edge  of  that  cliff. 
Its  the  crew's  command  post,  housing  seismic 
recording  equipment. 

Jug  hustlers  are  people  who  lay  out  geo- 


phones  on  cables  connected  to  the  doghouse. 
Shooters  then  set  off  seismic  signals  nearby, 
probing  geologic  structures  thousands  of  feet^ 
below  the  earth's  surface. 

And  the  whole  operation  is  affectionatel; 
known  to  its  practitioners  as  doodlebugging. 

Despite  its  odd  nickname,  seismic  explor 
tion  is  a  sophisticated,  highly  specialized  busi 
ness.  And  there  are  few  t)rganizations  in  this 
growing  field  with  the  skill  and  experience  c 
Seismograph  Service  Corporation.  In  1981  thi: 
Ravtheon  companv  celebrates  50  vears  of 

I 


ters  can  start  doodlebugging. 


ig  its  clients  find  new  energy  deposits, 
n  50  years  the  basic  job  iiasn't  changed, 
requires  putting  skilled  people  in  the  field, 
lis  SSC  crew  shown  in  the  Western  Over- 
Belt  in  Utah.  But  the  tools  to  get  the  job 
have  changed.  SSC,  for  example,  is  a  leader 
ng  advanced  computer  techniques  to 
ss  and  interpret  seismic  data, 
{ight  now,  SSC  has  more  crews  at  work  than 
)efore,  not  only  in  the  United  States,  but 
d  off  the  shores  of  many  other  countries 
id  the  world . . .  ample  evidence  of  the  firm's 


success  in  serving  this  growing  market. 

Raytheon... a  $5  billion  company  in 
electronics,  aviation,  appliances,  energy, 
construction,  and  publishing.  For  copies  of 
our  latest  financial  reports,  please  write 
Raytheon  Company,  Public  Relations,  141  Spring 
Street,  Lexington,  Massachusetts  02173. 


gct-cm-whilc-they're-down  style,  he  had 
worked  out  a  lovely  little  deal  for  acquir- 
ing Midway's  minuscule  fleet  vvith  no 
front  money.  He  simply  convmced  Mc- 
Donnell Douglas  Corp.  to  buy  three  used 
DC-9-lOs  off  TWA's  back  lot,  then  turn 
around  and  lease  them  to  Midway  for 
$60,000  a  month  each.  That  way,  Mc- 
Donnell assured  itself  of  future  Midway 
orders.  Last  year  Midway  agreed  to  buy 
two  new  DC-9-80S  for  a  total  of  $33.5 
million,  scheduled  for  1984  delivery. 

Today,  17  months  later,  Midway's  fu- 
ture IS  still  fraught  with  peril.  But  Irv 
Tague's  craggy,  wcatherbeaten  face 
doesn't  show  any  tension.  At  53,  his 
resemblance  to  a  grizzled  Kansas  farmer 
is  misleading.  He  has  never  worked  a 
farm,  just  flown  over  them.  He  started 
literally  at  the  bottom  of  the  airline  busi- 
ness. At  the  age  of  19,  his  first  job  was 
emptying  Pan  American  toilets  at  the 
Fairbanks,  Alaska  airport.  After  a  steady, 
30-year  rise  to  the  top  in  the  pedestrian 
planning  and  scheduling  divisions  of  Pan 
Am  and  Northeastern,  plus  success  at 
Airwcst,  Tague  thought  he  knew  all  the 
angles  when  he  dreamed  up  Midway.  He 
figured  all  that  was  required  was  a  mere 
$6  million  to  start  up  his  little  (three 
planes  at  first)  airline  and  carry  it  until  it 
struck  profits.  So  far,  his  planning  is  $17 
million  off.  He  predicted  that  Midway 
would  lose  money  its  first  year.  He 
couldn't  miss  with  that  prediction.  Trou- 
ble is,  it's  still  losing  money.  Then  he 
and  President  Gordon  Linkon  predicted 
that  the  airline's  yearly  average  load  fac- 
tor would  ai  proach  the  50%  breakeven 
point  last  August.  Bat  it  didn't.  Now 
Linkon,  51,  refuses  to  name  a  date  when 
he  thinks  the  airline  will  break  even, 
only  sayin,",  "sometime  this  year." 
Therein  lies  Midway  s  biggest  peril,  even 
greater  than  a  price  war. 

Tague,  you  see,  has  based  his  entire 
business  on  one  belief:  that  air  travelers 
want  to  fly  as  cheaply  as  possible,  and 
will  go  out  of  their  way  to  do  so.  A 
strategy  of  being  the  lowest-priced  carri- 
er will  work  only  at  consistently  high 
load  factors.  There  can  be  no  unforeseen 
emergency  costs.  Tague  loves  to  talk 
about  Midway's  fare  strategy  on  those 
infrequent  days  when  he  leaves  the  desk 
in  his  comfortable  suburban  Hinsdale 
home  and  drops  in  on  Midway's  barren 
executive  offices,  behind  that  unmarked 
door  across  trom  Gate  5.  "Our  fares 
range  between  30%  and  50%  lower  than 
the  trunk  airlines'  unrestricted  fares.  Of 
course  they're  not  that  much  lower  if  you 
buy  a  ticket  on  another  airline  a  month 
ahead  of  time,  stay  a  month,  have  blonde 
hair  and  blue  slices  and  all  that  stuff  the 
trunks  do.  Ours  are  unrestricted."  For 
example,  Midway  will  fly  you  from  Chi- 
cago to  Kansas  City  for  $168  round  trip 
during  prime  time,  $120  during  off-hours 
{like  noon  weekdays  and  all  day  Satur- 
day). The  same  unrestricted  coach  fare 


llie  Lp-And-(  Vomers 

during  prime  time  to  Kansas  City  on 
TWA  is  $242  round  trip. 

It's  been  an  expensive  marketing  strat- 
egy. During  the  first  1 1  months  of  oper- 
ation, what  with  half-price  round  trip 
fare  promotions  and  the  like,  Midway 
spent  $1.73  for  every  mile  it  flew  each 
passenger.  That's  roughly  10  times  fare 
revenue.  During  the  last  quarter  of  1980, 
Midway  had  worked  that  cost  per  rev- 
enue mile  down  to  17  cents.  However, 
that  still  means  Midway  flies  the  45%  of 
passengers  who  paid  "supereconomy" 
fares  for  less  than  cost. 

As  a  result,  less  than  a  year  after  Mid- 
way's first  flight,  on  Nov.  1,  1979,  Irv 
Tague  had  to  go  knocking  on  his  original 
investors'  doors  asking  for  another  $6 
million  for  operating  expenses.  Venture 
capital  firms  like  New  York's  Bessemer 
Private  Investment  Partners,  Minneapo- 
lis' Northwest  Growth  Fund  and  West- 
ern Bancorp  Venture  Capital  of  Los  An- 


**Midway  Airport  offers  us  an 
opportunity  to  operate  at  low 
cost  and  charge  bargain  b€ise- 
ment  fares.  It  offers  the  other 
carriers  no  opportunity  to 
match  the  fares."  It's  the  Fred- 
die Laker  approach.  But  a 
price  war  would  spell  disaster. 


geles,  plus  13  others,  came  through  with 
the  money.  That  tided  Midway  over  un- 
til Tague  took  it  public  in  December.  He 
only  had  22%  of  Midway's  common  to 
sell  (original  investors  and  officers  hold 
52%),  but  at  $13. 30  per  share  it  brought 
in  another  $11.5  million  to  Midway's 
coffers.  The  stock  has  since  sunk  to  9'/4, 
since  there  are  no  dividends,  no  profits 
imminent,  and  book  value  is  all  of  $3.53 
per  share.  With  about  $9  million  in 
working  capital,  Midway  can  afford  to 
spend  another  year  teetering  between 
profit  and  loss  before  the  game  is  up. 
Now  Tague  says,  "We'll  always  be  cash 
hungry." 

Tague's  big  h(^pe  was  that  by  organiz- 
ing his  airline  around  the  Midway  Air- 
port hub,  his  costs  would  be  low  enough 
to  support  Freddie  Laker  fares.  Rent  was 
a  pittance,  just  $152,304  a  year  for  of- 
fices, ticket  counter  and  gate  space,  plus 
$30,504  for  the  hangar  (which  still  bears 
a  faded  United  Airlines  sign  painted  on 
its  side;  Tague  is  not  one  to  spend  good 
money  on  needless  paint).  His  pilots  are 
nonunion,  so  they  fly  about  75  hours  a 
month,  or  50%  more  than  ^he  unionized 
trunk  pilots,  and  at  half  salary.  Chicago's 
landing  fee  at  Midway  is  $20.50  per 
flight,  compared  with  New  York's  $151 
fee  at  LaGuardia.  Midway  now  rents  five 
used  DC-9-lOs  from  McDonnell  Douglas 


at  the  same  rock-bottom  $60, 
monthly  rate  each,  and  has  bought 
other  three  of  the  planes  for  a  tota! 
$9.2  million.  lust  $750,000  covered 
down  payment  on  the  three,  with 
rest  financed  at  prime. 

So,  on  paper  at  least,  if  Midway  i 
lines  can  establish  itself  as  a  reliable 
vice  in  the  nonconnecting  flight  mat 
and  regularly  sell,  say,  75%  of  its  sfi 
systemwide,  it  could  be  very  profital 
After  all,  money  machine  Soutliwest  /. 
lines,  begun  in  1971  as  a  hub-and-spi 
system  based  on  cut-rate  fares,  ran  in 
red  its  first  two  years.  Now,  of  cou 
Southwest  is  one  of  the  most  profita 
airlines,  earning  an  estimated  $28  p. 
lion  last  year  on  $210  million  revcni 
But  the  formula  will  work  for  Midv 
only  if  all  other  operating  expenses 
main  constant. 

Unfortunately  for  Irv  Tague,  that' 
big  if.  First,  Midway  spends  over  30% 
revenues  just  on  jet  fuel,  a  situation 
likely  to  change  as  the  airline  at 
routes.  But,  more  importantly,  Midwi 
cheap  rent  holiday  is  over.  As  of  Dec. 
leases  from  the  Chicago  Board  of  Edu 
tion  on  the  airport's  hangar  and  buildl 
expired.  Since  the  board  was  $46  milll 
in  the  red  at  last  count,  it  is  currently 
the  throes  of  deciding  how  best  to  blj 
the  most  money  from  Midway  Airjj 
and  its  other  properties. 

Now  that  Tague  <!k  Co.  have  resurr^ 
ed  Midway  Airport,  the  Board  of  Edij 
tion  will  most  likely  try  to  sell  the  lani 
the  city  at  a  stiff  price.  Mayor  Byl 
wants  the  airport  desperately,  now  t 
O'Hare  has  become  embarrassingly  o^| 
crowded.  Or  the  board  may  keep  it  ; 
charge  rents  more  attuned  to  a  live  ; 
port  than  the  $24,000  rent  Midway  \ 
generating  on  the  old  lease.  Or  the  bo 
may  decide  to  raze  the  airport  and  i 
the  land  for  an  industrial  park.  All 
these  are  under  active  consideration, 
any  case,  Midway  loses.  Tague  says  t 
he  has  no  contingency  plans  for  mov 
Midway  Airlines  to  O'Hare  in  case  W 
way  Airport  ceases  to  exist.  "It's  sim 
a  matter  of  transferring  ownership  of 
airport  from  one  city  government  enl 
to  another,"  he  shrugs.  The  troublel 
those  two  entities  have  been  feud 
now  for  over  a  year. 

No,  even  though  Tague  might  like 
believe  otherwise,  Midway  Airlij 
hasn't  hit  smooth  sailing  yet.  Tague  I 
sold  his  soul  for  market  identity,  and| 
may  have  achieved  it.  While  the  est! 
lished  trunk  airlines  had  load  fact) 
down  4%  last  year,  Midway's  rose  fr^ 
40%  to  just  under  50%.  "If  we  can  ji 
figure  out  how  to  make  every  day,  all  fl 
long,  like  Friday  afternoon,"  says  Gord 
Linkon,  with  nervous  laughter,  "tb 
we're  golden."  Midway's  finance  v 
president  is  more  pragmatic:  "We're  1 
ing  less  and  less  every  day,  and  wd 
enjoying  it  more."  ■ 
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ANOTHER 
CAPITALIST  TOOL 


Kdited  by  Mlers<Mi  (  Jri><sb> 


The  quietest 
coup  in  memory 

"I  know  a  coup  when  I  see  one,"  says 
Roy  Ash.  Trouble  was,  Ash  didn't  see  it 
soon  enough.  By  the  time  he  walked  into 
a  specially  called  AM  International  board 
meeting  Feb.  20  on  Manhattan's  East 
Side,  his  resignation  as  AM  chairman 
was  a  mere  formality.  In  fact,  his  succes- 
sor had  already  been  selected.  Minutes 
after  Ash  left  the  meeting,  Richard 
Black,  47,  walked  in  and  was  immediate- 
ly elected  chairman. 

The  carefully  plotted  cabal,  surely  one 
of  the  quietest  in  recent  memory,  did  not 
tip  Its  hand  until  Tuesday,  Feb.  17,  when 
outside  director  John  Birkelund  tele- 
phoned Ash  at  his  Los  Angeles  offices  to 
say  that  he  and  another  director  had 
called  a  special  board  meeting  for  the 
following  Friday  "to  discuss  AM's  man- 
agement situation."  Ash  began  tapping 
his  grapevine  and,  by  Thursday,  knew  he 
was  in  trouble.  At  best,  he  figured,  he 
could  have  mustered  no  more  than  three 
of  the  six  votes  present  the  next  day. 
"When  it  began  to  unfold  like  a  movie,  I 
said  to  heck  with  you  guys  and  resigned 
without  a  vote,"  he  says. 

Ironically,  investment  banker  Birke- 
lund was  the  very  man  who  had  recruited 
Ash  in  late  1976,  persuading  the  former 
president  of  Litton  Industries  to  leave  a 
tranquil  existence  managing  his  private 
investments  after  two  years  as  director 
of  the  Office  of  Management  ik  Budget 
in  the  Nixon  and  Ford  Administrations. 


Not  only  did  Birkelund,  chairman  of  New 
Court  Securities,  get  a  seat  on  AM's 
board  after  that,  he  also  collected  a 
$150,000  finder's  fee  for  recruiting  Ash. 

The  straightest  explanation  of  Ash's 
ouster  came  from  outside  director 
George  Kelm.  "Roy  was  very  optimistic, 
but  the  optimism  wasn't  succeeded  by 
performance.","  said  Kelm,  referring  to 
Ash's  glowing  predictions  that  often 
were  followed  by  sour  earnings — like  this 
year's  fiscal  first-quarter  loss  of  $8.9  mil- 
lion on  $215  million  in  sales. 

What  technically  forced  the  issue, 
though,  was  the  entry  of  Madison  Fund, 
the  New  York  closed-end  investment 
fund.  AM  needs  equity  capital,  and  Madi- 
son agreed  to  provide  $26  million  imme- 
diately by  purchasing  nearly  1.5  million 
new  AM  shares  and  taking  a  seven- 
month  option  to  buy  1  million  more — in 
all,  22%  of  shares  outstanding.  Ash,  who 
had  opposed  the  Madison  arrangement, 
says  he  was  told  it  was  a  dead  issue.  He 
was  dead  wrong.  Shortly  after  he  submit- 
ted his  resignation  and  walked  out  of  the 
meeting,  tbe  completed  Madison  agree- 
ment appeared,  and  was  personally 
signed  by  Madison  Fund  President 
George  Gould. 

New  Chairman  Black  made  his  repu- 
tation by  turning  around  Chicago-based 
auto  parts  manufacturer  Maremont 
Corp.,  now  owned  by  Swiss  Alumin- 
ium. Says  he:  "AM  International  is  a 
company  that  appears  to  have  lots  of 
problems  I  think  I  can  solve."  As  a  new 
AM  shareholder,  he  is  already  doing 
well.  At  the  Friday  board  meeting,  the 
directors  agreed  to  sell  Black  300,000 
shares  of  new  stock  at  that  day's  aver- 
age price,  about  $11.  On  Monday,  when 
tbe  company  announced  Ash's  resigna- 
tion— plus  the  infusion  of  badly  needed 
equity  capital  from  Madison  Fund — the 
stock  leaped  to  about  14,  which  gave 
Black  an  instant  paper  profit  of  nearly 
$1  million. — John  Merwin 


McCoiiiuiui^hy  [\cix.](iiul  (n^lio  oj  (,IX) 
Talcing  off  like  a  rocket. 


Roy  /vx'sidiiii;  af  ihe  latest — and  Ims  last — .11/  hitcnuiiioiuil  cduuhiI  meeting 
His  replacement  was  waiting  outside  the  door. 


Turn  'er  loose!  I 

when  John  E.  McConnaughy  Ir.  and  i 
thony  J.  Giglio  took  over  Stamf(] 
Conn.'s  staid  $19  million  (sales)  Peabi 
International  12  years  ago,  they  soon  1 
things  all  planned.  McConnaughy  \^ 
chief  executive  and  Giglio  hunted  acq 
sitions  to  make  Peabody  into  a  diversii 
conglomerate  in  environmental  contn 
oilfield  services  and  industrial  testing] 

Alas,  things  went  awry.  In  rea 
years,  Peabody's  ailing  environmen 
business  weighed  down  the  compj 
and  depressed  its  stock  so  McConnauj 
and  Giglio  couldn't  pull  off  the  new 
quisitions  they  wanted.  Their  fast-grc 
ing  oilfield  services  and  testing  divisi( 
were  profitable;  the  rest  of  Peabody  \ 
deadweight.  For  the  fiscal  year  ended  I 
Sept.  30,  for  example, the  two  divisio 
on  less  than  half  the  $684  million 
revenues,  produced  all  the  earnings 
$1.66  a  share — after  making  up  for  i 
75-cent  loss  of  environmental  control 

Last  month,  McConnaughy  and  Gig 
took  the  obvious  step — they  cut  th 
stars  loose,  spinning  off  oilfield  servn 
and.  testing  to  Peabody  stockhold 
1-for-l  as  a  new  company,  GEO  Inten 
tional.  McConnaughy  took  over  as  chi 
man  of  GEO  (while  remaining  Peabc 
president),  Giglio  as  GEO  president. 

Freed  of  the  ballast,  GEO  Intemati( 
al's  stock  took  off  like  a  Saturn  rocket 
hit  a  flying  $39.75  in  the  first  few  tradi 
days  before  settling  at  $31.50  recently 
while  Peabody  fell  away  like  a  spt 
booster  from  its  pre-spinoff  price  of  S 
(and  Its  preannouncement  price  of  22 
to  $6.63.  At  a  recent  price/earnings  ra 
of  13,  GEO  should  provide  exactly  t 
acquisition  trading  chips  McConnaug 
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' .  V  v.s  his  Fifth  :\i  c>iue  cipcirtDienl 
aceafrom  a  hotshot  salesman. 


iglio  needed.  "We  were  always  be- 
he  eight  ball  before,"  says  Giglio, 
ise  nobody  wanted  Peabody 
"  They  still  don't;  but  glamorous 
iEO  IS  something  else. — Toni  Mack 

Why  not  1  1  1? 

rouble  with  depreciation  reform, 
barren  E.  Avis,  the  jet-setter/entre- 
ir  who  founded  Avis  Rent  A  Car,  is 
obody  goes  far  enough.  What's  far 
h?  A  100%  tax  writeoff  in  a  single 
ind  pick  one  of  three  years  to  take 
"he  catch:  only  if  every  penny  goes 
ew  capital  spending, 
sed  to  support  the  10-5-3  depreci- 
)ill,  and  the  2-4-7-10,  until  I  looked 
m  closely,"  says  Avis.  "Their  big 
less  is  they  don't  force  business- 
:o  reinvest  the  money,  and  the 
I  saved  isn't  enough  anyway."  Un- 
>  plan,  says  Avis,  increased  produc- 
would  recover  lost  tax  revenues 
3ur  or  five  years. 

ifle  optimistic?  Perhaps.  Avis,  now 
early  60s,  hasn't  changed  that 
from  the  hotshot  automobile  sales- 
vho  started  Avis  Rent  A  Car  in 
ind  sold  it  eight  years  later  for 
n.  He  has  since  been  in  and  out  ot 
wers-by-wire  and  hotel  businesses, 
lunded  and  sold  a  manufacturin.y 
:)ngh)merate.  His  current  business, 
y  Financial  Corp.  of  Detroit,  does 
minium  conversions.  He  also  still 
his  original  Avis  Ford  in  Detroit, 
^an's  largest  Ford  dealership. 
;  also  finds  time  to  enjoy  life  with 
ife,  Yanna,  32,  traveling  among 
i  in  Ann  Arbor,  Manhattan's  Fifth 
e  and  Acapulco.  But  do-goodism 
breaking  out.  Over  the  years,  he 
nk  $2  million  into  an  encounter- 
program  on  a  farm  near  Ann  Ar- 
We  have  to  stop  being  a  conflict 
{"].  He  is  trying  out  his  IQiY'A, 
iation  idea  on  Kemp  and  Roth 
le  Brookings  Institution  and  John 


Kenneth  Galbraith.  Says  salesman  Avis: 
"I'm  looking  to  both  the  left  and  the 
right  to  find  any  weaknesses  m  my 
plan." — Harold  Seneker 

Business  before  politics? 

Presidents'  daughters  often  get  into  good 
works,  but  Maureen  E.  Reagan  is  into 
one  more  intriguing  than  most.  As  the 
chief  executive  of  a  new  organization 
called  "Sell  Overseas  America,"  Ronald 
Reagan's  eldest  child  is  touring  the  coun- 
try to  push  the  cause  of  U.S.  exports. 

What  IS  Sell  Overseas  America?  Par- 
ticipating companies  pay  a  $100  mem- 
bership fee  ($2,500  for  charter  members). 
For  that  they  get  advice  on  exporting,  a 
listing  in  a  directory  sent  to  potential 
world  customers  and  the  promotional 
talents  of  Ms.  Reagan,  40,  who  soon  will 
be  making  trips  to  push  U.S.  products  in 


markets  like  South  America,  Atrica,  the 
Pacific  Basin,  the  Middle  East  and  Eu- 
rope. "If  we  don't  stabilize  the  U.S. dollar, 
the  whole  world  is  going  to  suffer,"  she 
says.  "We  have  two  ways  to  go — erect 
trade  barriers  or  sell  our  products 
abroad."  She  advocates  the  latter. 

Sell  Overseas  America  primarily  aims 
to  help  small  companies,  she  says.  Nev- 
ertheless, charter  members  include  Bank 
of  America,  Armco,  Exxon,  Westing- 
house  and  Standard  Oil  of  California. 
Why  would  such  giants  pay  $2,500  for 
advice  from  Maureen?  "These  compa- 
nies have  an  altruistic  side,"  says  Edward 
(Buz)  Schwartz,  SOA's  chief  operating 
officer,  an  electronics  engineer  and  a  for- 
mer TV  repair  shop  manager.  "They 
want  to  do  something  for  their  country." 

Of  course,  Ms.  Reagan  is  reportedly  con- 
sidering a  1982  Senate  race  in  California, 
so  rubbing  shoulders  with  all  those  cap- 
tains of  industry  might  not  hurt.  Nor 
would  it  hurt  them  to  have  an  entree  with 
the  President's  daughter,  right?  Bristles 
Schwartz,  who  calls  himself  a  "Tammany 
Hall  Democrat":  "Maureen  doesn't  need 
this.  Maureen  will  not  be  a  conduit  for 
anything." — Carol  E.  Curtis 

Breaking  away 

A  couple  of  years  ago  Warren  Hirsh,  48, 
built  Murjani  Internationa!  into  the  larg- 
est company  in  the  red-hot  fashion  jeans 
field  by  the  shrewd  promotion  of  Gloria 
Vanderbilt's  name.  Then  last  year  he  de- 
fected to  archrival  Puritan  Fashions, 
maker  of  Calvin  Klein  jeans — only  to  be 
bounced  just  six  weeks  after  he  became 
president,  in  a  spat  with  Klein  over  teen 
actress  Brooke  Shields'  sexy  "Calvins" 
commercials,  which  Hirsh  considered 
exploitative  and  m  bad  taste. 


Mdlil  ccn  KcdLidH  a/  Sc//  ( )i  vi  scds  Aiuci  ilci 
"We  have  two  ways  to  go." 


\Xd/r('H  I  lush  ii/  I  lii'sli-l-JiDis 
The  thriU  is  gone. 


MARCH  16,  1981 


161 


Hirsh's  $1  million  settlement,  though, 
helped  buy  50%  of  Zenith-Evans,  Inc. — 
now  Hirsh  Evans,  Inc. — a  $20  million 
(sales)  El  Paso-based  apparel  maker.  So 
what  is  Hirsh-Evant,  making?  Women's 
shirts  and  blouses,  mainly;  not  a  hip- 
pocket  monogram  in  the  lot.  The  fact  is, 
the  bloom  is  off  fancy  jeans,  says  the 
man  who  helped  start  the  craze:  "Their 
momentum  has  slowed.  It  may  have 
stopped." — Suhrata  N.  Chakravarty 

The  Bass  register 

Last  month,  after  his  relentless  buying 
of  Sperry  Hutchinson  stock  (Forbes, 
Au}-.  18,  1980]  drove  S&H  into  the  arms 
of  Baldwin  United,  reclusive  Ft.  Worth 
megamillionaire  Sid  Bass  and  his  Bass 
Brothers  Enterprises  surfaced  with  a 
6.8%  stake  in  Blue  Bell.  Blue  Bell,  of 
course,  just  happened  to  be  fighting  a 
takeover  attempt,  too,  by  Allegheny 
Ludlum. 

It  was  a  nice  month's  work.  Once  the 
dust  settles,  Sid's  total  profit  will  come 
to  probably  around  $66  million. 

At  Baldwin's  offering  price  of  $36  a 
share,  Sid  and  his  brothers  Edward,  Rob- 
ert and  Lee  will  collect  almost  $120  mil- 
lion on  their  S<!kH  stock,  about  double 
their  investment.  And  if  Blue  Bell  goes  at 
Allegheny  Ludlum's  offered  $40  per 
share,  they'll  make  at  least  $7  on  each  of 
their  852,700  shares. 

That's  not  counting  the  203,000 
shares  of  LTV  $2.60  preferred  the  Basses 
bought  for  less  than  $7  million,  and 
subsequently  converted  to  common 
worth  about  $11  million,  a  more  than 
50%  gain.  Sid  Bass'  big  investments 
don't  have  much  in  common,  except 
that  in  retrospect  they  all  seem  to  have 
been  undervalued. — Newcomb  Stillwell 


Arthur  Taylor  ofRCTV 

"This  requires  deep  pockets. 


Iiu  cstor  Bass 

Not  bad  far  a  month's  work. 


Softly,  softly 

Ever  since  he  was  booted  out  of  the  presi- 
dency of  CBS  Inc.  by  the  autocratic  Bill 
Paley  in  1976,  soft-spoken  Arthur  Taylor 
has  been  keeping  the  lowest  of  profiles. 
Amid  rumors  that  he  was  developing  a 
project  "backed  by  Rockefeller  money," 
Taylor  worked  quietly  out  of  an  office 
tucked  away  in  Manhattan's  Rockefeller 
Center.  Now  he  has  surfaced — indeed 
backed  by  Rockefeller  real  estate — at  the 
head  of  a  private  cable  TV  partnership  to 
bring  culture  to  the  masses. 

Taylor's  company,  RCTV,  will  start 
operating  a  nationwide  cable  channel 
next  year  carrying  drama,  children's  pro- 
grams and  "quality  but  popular"  series 
from  the  U.S.  and  Britain.  In  December 
he  gained  an  important  piece  of  the  pro- 
gramming by  signing  up  exclusive  rights 
to  all  BBC  productions. 

Taylor  will  have  plenty  of  competition 
in  the  culture-cable  field — from  CBS, 
ABC/Warner/Amex,  Cablevision  and 
now  even  the  Public  Broadcasting  Ser- 
vice. Even  so,  he  says,  the  highbrow  stuff 
will  still  be  a  small  part  of  the  cable 
universe  for  the  foreseeable  future.  Says 
he:  "It  won't  have  the  ability  for  a  long 
time  to  support  original  production  in 
the  style  many  people  expect." 

But  he's  hopeful  that  RCTV,  with  30% 
to  40%  of  Its  programming  BBC-origi- 
nated, is  positioned  for  a  bigger  audience 
than  are  his  rivals.  CBS  and  ABC,  he 
says,  are  dependent  on  less  popular — and 
more  expensive — classical  music  events; 
Cablevision's  service,  he  says,  is  "classi- 
cal music  and  dirty  movies."  As  for  PBS' 
newly  announced  plan  to  finance  a  pay- 
TV  service  by  selling  shares  to  cultural 
institutions,  Taylor  thinks  comfortingly 


of  the  Rockefeller  real  estate  backing] 
own  project.  "This  requires  deep  po| 
ets,"  he  says.  "One  cannot  do  this  o) 
shoestring.  There's  a  lot  of  money  toj 
raised,  more  money  than  PBS  has  e 
seen  before." — Thomas  Baker 

Check  us  out 
in  six  months 

Stephen  Rose  Partners  Ltd.,  Londo 
first  independent  brokerage  firm  sell: 
American  stocks  exclusively,  opened 
business  early  in  (anuary  on  the  very  ( 
the  jittery  Dow  Jones  industrial  aver; 
dropped  15  points.  Bad  timing? 


Rose  of  Stephen  Rose  &  Partners 
Bad  timing?  Wait  and  see. 
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de)i  vf  Arnica  's  \ntiu)ial  Supply 
t  be  here  to  stay. 


lidn't  matter  a  hit ,"  says  founder 
lO,  who  built  and  ran  Paine  Web- 
jropean  business  before  leaving  to 
:e  his  own  company  (capital, 
30)  along  with  three  younger  part- 
[e  adds:  "If  anything,  we  didmore 
is  that  day  than  we  had  expected, 
y,  it  will  take  at  least  six  months, 
e  day,  to  see  just  how  viable  our 
t  is." 

's  concept  has  at  least  two  virtues. 
:'s  simplicity  itself:  Rose  buys,  at 
ale,  proprietary  stock  analyses 
handful  of  high-quality  U.S.  bro- 
and  research  outfits  too  small  to 
lieir  own  European  sales  forces, 
e  retails  these  ideas  to  about  100 
an  institutions.  So  the  U.S.  re- 
rs  and  their  stocks  get  European 
-and  in  some  cases,  a  percentage 
:  &  Partners'  revenues — and  Rose 
;  research. 

because  Rose  is  located  in  London 
ther  sells  to  Americans  nor  trades 
tocks,  the  firm  falls  neatly  be- 
both  Security  &  Exchange  Com- 
1  and  London  Stock  Exchange 
Dry  cracks — thereby  saving  thou- 
if  dollars  annually  in  registration 
npliance  fees. 

main  thing  he  has  going  for  him, 
)se,  is  U.S.  equities.  British  mon- 
i  acknowledge  that  despite  prob- 
id  uncertainties  the  U.S.  economy 
s  full  of  bargains  that  don't  exist 
:re  else. — Lawrence  Minard 

lelieve  it,  believe  it 

I  gas  drilling  has  been  booming  in 
K  for  more  than  a  year  now,  but  it 
me  to  convince  some  people  the 
vould  last.  Prominent  among  the 


skeptics:  the  makers  of  seamless  tubing, 
a  critical  component  of  drilling  equip- 
ment, where  serious  shortfalls  have 
started  to  crop  up. 

Now  the  world's  largest  maker  of  drill- 
ing equipment,  Armco  Inc.'s  Houston- 
based  National  Supply  Co.,  has  decided 
the  drilling  boom  is  here  to  stay.  Nation- 
al plans  to  build  a  $400  million  seamless- 
tubing  mill — the  first  substantial  new 
tubing  capacity  in  the  industry  since  the 
Fifties — and  is  nearly  doubling  overall 
capital  investment  to  more  than  $100 
million  this  year. 

It's  a  feast  after  a  long  famine,  says 
National's  president,  John  Soden,  58. 
Long  after  the  1973  embargo,  he  says,  it 
was  still  hard  to  sell  drilling  equipment. 
"One  Middle  East  well  can  produce  what 
it  takes  a  thousand  U.S.  wells  to  match," 
and  because  oilmen  kept  thinking  they 
might  not  have  to  drill  those  thousands 
of  wells,  "we  didn't  really  invest  the 
money  and  the  industry  didn't  grow  up." 

That's  all  changed  now,  says  Soden. 
Even  though  it  will  probably  be  at  least 
3'/2  years  before  National's  new  300,000- 
ton  mill  is  in  production,  he  believes  the 
demand  will  be  waiting.  And  short-term, 
he  expects  to  see  more  than  3,900  rigs  in 
operation  in  the  U.S.  alone  by  the  end  of 
this  year — a  17%  jump  from  the  1980 
peak  of  3,328.— leff  BIyskal 

Simple  enough 

"We're  not  afraid  of  complicated  transac- 
tions," says  Robert  F.  Caiman,  48,  vice 
chairman  and  chief  financial  officer  of 
Philadelphia's  $2.2  billion  conglomerate 
lU  International.  Over  the  last  two  years 
he  has  come  up  with  two  complex  deals 
that  cut  the  company's  long-term  debt 


Faces 

Behind  The  Figures 


from  $1.2  bilhon  to  $500  million  and 
reduced  its  common  stock  outstanding 
by  over  40%.  The  first  was  the  contro- 
versial 1979  spinoff  of  Gotaas-Larsen,  an 
ocean  shipping  subsidiary,  to  lU  share- 
holders in  the  form  of  a  "free"  I-to-3 
stock  dividend  (Forbes,  Dec  22,  1980). 
Then  in  June  1980,  lU  swapped  its  58% 
holding  in  Canadian  Utilities  Ltd.  for 
16.2  million  of  its  own  shares — which  it 
promptly  retired. 

Now  Caiman  has  devised  a  deal  that, 
says  he,  "is  pretty  darn  simple":  A  bul- 
lion-backed preferred  stock  issue  to  de- 
velop lU  gold  properties  in  Canada's 
Northwest  Territories.  Last  winter,  by 
cannily  hedging  silver  futures,  lU  found 
itself  on  the  upside  of  the  Hunts'  seesaw 
and  netted  $13  million  in  48  hours.  That 
provided  a  grubstake.  The  economics, 
too,  were  irresistible:  lU's  ore  grade  is 
considered  one  of  the  best  in  Canada, 
operating  costs  were  an  estimated  $250 
per  ounce  and  the  price  of  gold  at  the 
time  was  more  than  $600. 

Trouble  was,  the  capital  cost  would  be 
about  $100  million.  lU  still  had  a  lot  of 
debt  (56%  of  total  capitalization)  and 
didn't  want  to  take  on  more.  Caiman's 
answer:  In  January  lU  raised  $75  million 
by  selling — to  Canadian  investors  only — 
1.6  million  securities  units  at  $50,  each 


R(jl)ei  l  (AilnuiH  oj  II  hilcnuilioiuil 
A  golden  opportunity. 
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'-'jnsistin)i  of  one  $25  preferred  share  in 
llj's  subsidi.iry,  Echo  Bay  Mines  Ltd., 
and  four  w.irrants  to  buy  gf>ld  from  the 
mine.  As  a  lon^call  in  the  highly  specula- 
tive )^old  market  it's  not  bad,  although 
the  warrants  can't  be  exercised  for  five 
years.  The  preferred  pays  twice-yearly 
6%  dividends,  and  on  each  Jan.  31  from 
1986  through  1989,  each  warrant  can  be 
exchanged  for  .01765  of  a  troy  ounce  of 
bullion.  Or  investors  can  turn  them  in  for 
their  S6.25  cash  value. 

lU  expects  to  take  1(}0,()00  ounces  of 
gold  a  year  from  the  mine  when  full 
production  starts  in  1 983.  The  company  i  s 
taking  a  chance  with  the  price  of  gold.  If  it 
goes  up  to  .$7(K}  an  ounce,  lU  could  maki 
ncarlySl  ashare/.v  $2. 72  from  continuing 
operations  for  the  whole  company  last 
year.  Even  at  the  current  $500  price, 
though,  Caiman  can  claim  an  ingenious 
fc  at  ol  tl(  ht-free  financing. — Thomas  lafte 

It  beats  living  in  a  garret 

"You  can  bet  Michelangelo  did  the  Sis- 
liiic  (.hapel  according  to  specifications — 
and  brought  it  in  on  time,"  says  Tulsa, 
Okl.i  artist  |ay  O'Meilia.  In  fact,  Pope 
lulius  II  had  to  prod  Michelangelo  to  fin- 
ish the  Sistine's  ceiling  in  four  years. 
None  of  that  for  the  .53-year-old  O'Mei- 
I  J.I,  I  he  artist  laureate  of  the  oilfields;  he's 
usually  right  on  the  money. 

Indeed,  money  is  what  it's  all  about: 
Like  his  colleague,  sports  artist  LeRoy 
Neiman,  ( )'Meilia  makes  a  nice  living  by 
specializing.  A  year  ago,  for  example,  he 
Imishcd  a  7-foot  bronze  sculpture  of  two 
oillukl  roughnecks  putting  pipe  into  a 
vv(  II  l(ir  liils.i  contract  drilk  r  Reading  (!k 


Even  Michelangelo  worked  to  order. 


I l('l))i\U'\  I ltiii'l\  l'}-c\i(U-Hi  I i'liiiK  I Iclnislcy 
A  cold  eye  on  everything. 
Bates.  Price?  $6(J,0(J0,  of  which  O'Meilia," 
after  charges  for  casting  the  bronze, 
cleared  two-thirds. 

.Says  the  stocky  artist,  relaxing  in  the 
cluttered  studio-garage  behind  his 
$275,000  home,  "These  guys  who  gam- 
ble their  money  on  an  oil  well,  they  want 
to  see  pictures  of  what  they  do.  It's  like  a 
mother  wanting  a  portrait  of  her  child." 
O'Meilia  now  gets  80'/o  of  his  annual 
income  of  $125,000  from  oilfield  art,  and 
he  can  paint  a  $15,000  portrait  of  an 
oilman  in  about  80  hours.  Even  when 
working  on  longer,  costlier  projects  like 
the  I5-m()nth  sculpture,  O'Meilia 

can  luggle  his  time  to  permit  more  com- 
missions— like  a  $40,000  print  tor  an  oil 
company,  another  for  a  golf  tournament, 
and  a  portrait. 

O'Meilia  has  been  doing  oil-related 
work  since  his  return  to  Tulsa  in  1949 
from  New  York's  Art  Students  League. 
Meticulously  accurate,  he  spent  a  week 
on  an  oil  rig  with  his  sketch  pad  before 
starting  the  Reading  6;  Bates  sculpture. 
At  each  stage — from  paintings  of  the  pro- 
lected  sculpture  to  a  full-size  plasticine 
model — O'Meilia  consulted  company  ex- 
perts; he  also  talked  to  an  old-time 
driller,  and  rounded  up  antique  tools, 
hard  hats  and  boots.  "First,  be  accurate," 
he  says.  "Then  you  can  sneak  a  little  art 
III  there." — Toni  Miuk 

"I  notice  everything" 

Lunch  among  the  green-washed  Grecian 
statues  with  a  Forbes  reporter  at  New 
York's  new  Helmsley  Palace  Hotel  was  a 
pleasant  affair  until  Leona  Helmsley  was 
presented  the  check — minus  the  re- 
quired embossed  leatherette  case.  "Find 
that,"  snapped  the  president  of  Helmsley 


Hotels  to  the  unlucky  waiter,  "or  y( 
be  looking  for  another  )ob."  Quite  o 
ously,  if  the  Helmsley  name  is  on  sa 
thing,  it  has  to  be  the  best.  And  L« 
Helmsley  is  taking  no  chances  ini 
Palace  or  in  the  recently  created  Hi 
chain,  the  latest  additions  to  the  $3 
lion  private  real  estate  empire  of  heri 
band,  Harry,  72.  (Harley  is  a  contraoj 
of  their  first  names.)  I 

The  Helmsleys  have  already  spcnil 
million  to  build  the  new  chain's  flag 
hotel,  the  Harley  of  New  York,  and  .1 
$50  million  more  to  buy  up  15  a 
hotels  to  complete  the  chain  stretct 
from  Hartford,  Conn,  to  Houstoni 
chairman,  Harry  strikes  the  dealsl 
president,  Leona  refurbishes,  restaffgj 
keeps  a  cold  eye  on  the  operationil 
notice eren7/w/.t,',"  she  says. 

What  do  the  Helmsleys  need  ' 
more  hotels?  After  all,  their  name  i 
ready  affixed  to  some  premier  real  es< 
including  the  Park  Lane  and  St.  Md 
hotels  and  a  good  part  of  the  Err| 
State  Building.  "It  looked  like  a  } 
deal,"  says  Mrs.  Helmsley.  In  fact, 
industry  revenues  increasing  1 1%  a ' 
she  IS  hopeful  the  $100  million  Helm 
Palace — the  jewel  of  Helmsley's 
pire — will  be  in  the  black  by  next 
Altogether,  the  Helmsleys  have  beer 
ing  profitable  business  together 
1970,  when  Harry  Helmsley  hired  cr 
enaek  broker  Leona  Roberts  away  fr( 
rival  firm  (they  were  married  two  y 
later).  And,  she  says,  by  catering  to 
icky  business  travelers,  the  Harleys 
pull  their  own  weight:  "When  you're 
of  town  on  business  in  a  strange  pi 
you  go  WMth  the  name.  .'Xnd  our  n 
mi  , Ills  .1  lot  " — \niu'  H.i'4.iiiuT\ 
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Smoked  out 


m  still  smoke,  there  must  be 
ss  when  you  feel  like  putting  on 
i-button  shoes.  Cigarette  smoke 
y  clearing  from  executive  suites, 
ighly  one  businessperson  in  four 
(witness  the  scramble  for  non- 
;  seats  on  airplanes).  By  contrast, 
le-third  of  the  general  populace 
kers. 

g  up  cigarettes  is  never  easy.  Yet, 
igly,  more  than  70%  of  ex- 
i  quit  strictly  on  their  own.  But 
some  recent  quitters  who  have 
:  easier  with  a  little  help  from 
inds — or  others. 

ng  Mark  Twain's  quip  about  how 
>  to  give  up  smoking,  Paul  Meek, 
It  of  American  Petrofina  Inc.  in 
quit  every  New  Year's  Day.  He 
wife  finally  quit  for  good  three 

0  through  Smokenders,  the  larg- 
mercial  stop-smoking  program, 
k,  the  impetus  was  partly  embar- 
t.  "I  was  the  smartest  guy  I 
who  was  still  smoking." 

says  the  eight-week  program 
n — mainly  learning  about  your- 

1  your  habit."  One  thing  he 
was  that  he  smoked  out  of  bore- 

Smokenders,  participants  don't 
quit  until  the  day  after  the  fifth 
lat  was  the  day  Meek  was  to 
■  a  weekend  at  Pittsburgh's  Roll- 
k  Club.  "There  was  hunting, 
d,  good  brandies,  good  cigars,  all 
n  things,"  says  Meek.  "During 
ole  trip  up  there,  I  never  once 
len  I  came  back  and  was  very 
a  week.  It  was  not  until  a  week 
len  I  finally  sat  down  at  my  desk 
;hed  in  my  pockets,  that  I  even 
I  had  quit  smoking." 
as  zealous  as  a  religious  convert, 
ced  some  employees  into  attend- 
kenders,  and  America  Petrofina 
organizing  its  fifth  class.  The 
ce  of  the  course  is  deducted  from 
loyee's  paycheck  over  a  period  of 
s.  If  he  is  still  off  the  weed  after  a 
le  company  skips  the  second 
eductions,  in  effect  subsidizing 
cost.  "Considering  the  cost  of  a 
te  smoking  break  in  the  plant," 
ek,  "we  get  our  money  back  in 

inders  teaches  the  smoker  how 
nize  and  break  the  hundreds  of 
that  make  him  want  a  cigarette 
:r  the  physical  addiction  to  nico- 


tine is  gone — about  three  days  after  quit- 
ting. "When  yfju  feel  a  craving,"  says 
Smokenders  ccjfoundcr  Jacquelyn  Rogers, 
"ask  yrjursclf  what  it  is  you  really  want, 
what  is  causing  the  reflex.  It  could  be  the 
onions  frying  in  the  kitchen,  or  maybe 
someone  who  always  made  you  tense 
)ust  walked  into  the  room."  It  may  als^j 
help  to  take  deep  breaths — your  body 
misses  those  deep  drags  you  used  to  take 
while  smoking. 

Harve  Ferrill,  president  of  Advance 
Ross  in  Chicago,  was  up  to  three  or  four 
packs  a  day  when  he  quit  three  years  ago. 
"There  was  almost  no  time  when  I  was 
awake  that  I  didn't  have  a  cigarette  go- 
ing," he  says.  "If  I  got  up  in  the  middle  of 
the  night  to  go  to  the  bathroom,  I'd  light 
a  cigarette."  For  SISO,  Ferrill  went  to  a 
hypnotist,  "so  I  wouldn't,  in  the  process 
of  quitting  smoking,  kill  my  family." 
Ferrill  remained  fully  conscious  while 
hypnotized,  and  talked  with  his  hyp- 
notherapist about  why  he  wanted  to  quit 
and  why  there  was  no  reas^jn  to  feel 
uncomfortable  while  doing  scj.  After  one 
false  start,  it  worked,  and  Ferrill  felt  none 
of  the  usual  withdrawal  symptoms  from 
cigarettes. 

But  last  summer  Ferrill  took  up  cigars 
and  was  up  to  six  to  eight  a  day  before  he 
quit  again  in  January.  Like  most  quitters, 
he  couldn't  just  dabble  in  smoking.  In- 
deed, those  nonaddicts  who  can  take  one 
or  two  cigarettes  now  and  then  are  the 
envy  of  all  exsmokers,  who  all  too  often 
fool  themselves  into  thinking  they  can 
do  it  too.  "These  people  you  meet  who 
say  they  only  have  a  cigarette  after 
they've  had  three  martinis — they're  not 
really  smokers,"  Ferrill  says.  "It's  like 
people  who  drink  Rhine  wine  and  selt- 
zer. They  aren't  really  drinkers." 


I(^rill  of  Advance  Rcts. 
Hypnoaia  did  the  trick. 

In  fact,  according  to  Dr.  Alvin  Jaffin,  a 
clinical  psychologist  who  leads  a  lecture- 
style  seminar  at  the  New  York  Health 
and  Racquet  Club,  85  of  all  exsmokers 
who  smoke  "just  one"  are  back  to  their 
old  levels  within  a  week.  "Once  you've 
quit  you  can  really  never  touch  a  ciga- 
rette again,"  he  says.  "There's  a  sponge- 
like readiness  to  get  back  into  it." 

The  American  Health  Foundation  runs 
intensive  stop-smoking  seminars— five 
days  in  a  row  for  an  hour  a  day,  or  four 
days  for  1  12  hours.  The  course,  which 
costs  S125,  runs  the  gamut  from  analysis 


.W,  Industries  Holers  u  ith  bi-,  tuu  ciiiur 

By  cutting  out  mtogiea,  he  hope*  to  cut  20  minute*  off  hie  auirathon.  time. 
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of  cigarette  advertising  to  negative-asso- 
ciation exercises  like  "smoke  signaling" 
(holding  the  cigarette  in  the  mouth  with- 
out touchmg  it)  and  "pinkie  puffing" 
(holding  the  cigarette  betv/een  the  last 
tu'o  fingers  of  the  wrong  hand  and  puff- 
ing rather  than  inhaling  while  watching 
a  slide  show  on  smoking).  The  idea,  says 
Dr.  Don  Powell,  the  clinical  psychologist 
who  developed  the  program  for  AHF,  is 
for  "graduates  no  longer  to  look  at  ciga- 
rettes as  a  long-lost  love  object." 

Like  Smokenders,  the  AHF  program  is 
also  offered  as  a  package  deal  to  corpora- 
tions. For  $80  to  $100  per  smoker,  the 
AHF  will  train  hospital  personnel  in  the 
company's  city  to  offer  the  program;  it 
will  also  train  the  company's  own  medi- 
cal or  personnel  department.  Both  Smok- 
enders and  the  AHF  recommend  that 
companies  require  the  employee  to  pay 
at  least  some  of  the  cost  in  order  to  build 
commitment. 

One  person  who  would  agree  is  Ted 
Rogers,  a  former  Armco  executive  who  is 
now  president  of  New  York-based  NL 
Industries.  Rogers'  nemesis  is  cigars, 
which  he  inhales  ("right  down  to  my 
toes,  and  the  only  reason  I  don't  get  it 
down  further  is  that  nature  resists"). 
About  four  years  ago,  he  and  six  other 
Armco  executives,  including  CEO  Harry 
Holiday,  formed  a  dollar-a-day,  two-year 
pool  to  quit  smoking.  If  anyone  smoked 
during  that  time,  the  deal  went,  then  he 
had  to  pay  the  kitty  a  dollar-a-day  from 
the  start  of  the  pool,  for  a  maximum  total 
of  $730. 

The  arrangement  worked  admirably — 
for  two  years.  But  within  a  year  after 
that,  all  but  two  of  the  participants  were 
back  to  their  old  ways.  So  Holiday  and 
Rogers  made  a  one-on-one  bet,  this  time 
for  $  1 ,000,  that  they  could  ciuit  for  a  year 
Both  won — and  no  one  collected.  "I  cele- 
brated by  smoking  a  cigar,  and  I  must 
admit  I  am  now  looking  for  somebody 
else  to  make  a  pact  with,"  says  Rogers 
"As  far  as  I'm  concerned,  the  only  thing 
that  works  is  cash  on  the  barrelhead." 

Rogers,  who  runs  5  to  15  miles  a  day, 
says  the  hardest  time  for  him  was  two  to 
three  weeks  after  quitting.  He  suggests 
to  would-be  exsmokers  that  they  have  an 
event  ahead  of  them  to  help  them  over 
the  hump.  For  Rogers,  it's  the  annual 
New  York  Marathon,  which  he  ran  last 
year — this  year  he  wants  to  knock  an- 
other 20  minutes  off  his  time.  "And  I'll 
never  do  it  if  I  smoke  these  damned 
cigars,"  he  rumbles. 

The  various  classes  and  seminars  seem 
to  share  many  gimmicks — for  instance, 
the  American  Cancer  Society  and  the 
AHF  both  recommend  that  a  smoker  get- 
ting ready  to  c^uit  put  old  butts  in  a  clear 
glass  jar,  fill  the  jar  with  water,  and  take 
a  whiff  whenever  temptation  strikes. 
Most  programs  avoid  scare  tactics,  con- 
centrating instead  on  the  positive  as- 
pects of  quitting — saving  money,  free- 


dom, an  end  to  bad  breath,  energy.  And 
all  recognize  what  they're  up  against.  "I 
know  people  who  stopped  10  or  l.S  years 
ago  who  still  want  to  smoke,"  says 
Harve  Ferrill.  "Hell,  I'd  love  to  smoke, 
because  I  really  enjoy  it.  I  never  had  a  bad 
cigarette." — Jane  Carmichael 

Rollover  blues 

When  you  leave  a  )ob,  one  thing 
you  might  be  lucky  enough  to 
take  with  you  is  a  tidy  lump 
sum  from  a  pension  plan.  If  so,  you  im- 
mediately face  a  dilemma:  You  can  roll 
over  that  money  into  another  pension 
plan,  such  as  an  Individual  Retirement 
Account;  or  you  can  pay  the  taxes  due  on 
that  lump,  and  use  the  remaining  cash  as 
you  will. 

The  choice  is  seldom  an  easy  one,  and 
you  have  only  60  days  to  make  it.  If  you 
roll  the  proceeds  over  into  another  retire- 
ment plan,  you  defer  any  tax  bite  until 
you  retire,  of  course.  And  the  income 
continues  to  accumulate,  tax-sheltered. 
But  you  also  bury  a  pile  of  cash  you 
doubtless  have  many  uses  for — a  house, 
the  kids'  education,  a  chunk  of  real  es- 
tate, etc.  Before  making  a  decision,  you 
have  to  consider  the  tax  regulations.  And 
they  are  complicated. 

Gary  Strum,  a  specialist  on  retirement 
accounts  and  a  vice  president  with  Lord, 
Abbett  &.  Co.,  has  worked  out  an  exam- 
ple. Let's  say  you're  45  years  old  and  are 


about  to  receive  a  lump  sum  of  $10 
from  your  soon-to-be-former  employ 
you  keep  the  cash,  it  will  be  taxed' 
long-term  capital  gain,  or  figured  um 
special  ten-year  income-averaging, 
mula.  A  certain  proportion  of  the  ll 
sum  that  was  set  aside  prior  to  DeC| 
1973  will  be  taxed  as  a  capital  gain, 
balance — anything  after  that — wil! 
taxed  according  to  a  ten-year  formul 

You  can  also  elect  to  income-ave 
the  entire  amount,  if  that  works  oi 
your  favor.  However,  if  you  have  bee 
the  plan  less  than  five  years,  you  hav 
option  regarding  the  tax — it  will  be 
sidered  ordinary  income  for  the  year 
collect,  and  you'll  probably  wind  up 
ing  through  the  nose. 

Assuming  you  are  now  in  the  ; 
bracket  and  have  been  in  the  plan 
five  years,  your  tax  bill  on  the  $100 
distribution  would  come  to  al 
$19,150,  says  Strum.  You'd  get  to  I 
$80,850.  Not  bad,  but  what  do  yo^ 
with  that  money  now?  If  you  inves 
the  earnings  will  be  taxed  each  ] 
That  means  they  won't  accumulat 
rapidly  as  they  did  before.  For  exan 
let's  say  you  invest  the  whole  $80,85 
12%.  After  one  year,  then,  your  ei 
nest  egg  is  worth  $85,701  (your  ori{ 
$80,850,  plus  the  $4,85 1  in  aftertax  ii 
est  on  that  money). 

In  an  IRA  rollover  account,  your 
egg  would  be  worth  $112,000  after 
year.  And  each  year  thereafter  it  W( 


(.uW]  \lru))i  (/J  i.ord.  .\l)hcll  &  CO- 
Roll  over  now,  deliberate  later. 
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All  you  need  to  get  emergency  funds  where 
they  don't  know  you. 


The  American  Express* Card  and  your  personal  check  and 
you're  in  business.  You  can  get  up  to  $l,000,with$200of 
it  in  cash,  and  the  balance  inTravelers  Cheques  at  any  of  the 
more  than  1,000  Travel  Service  OfficestOther  check-cashing 
privileges  are  available  at  participating  hotels  and  motels 
all  around  the  world  and  at  some  U.S.  airline  counters.  All  of 
these  services  are  subject  to  cash  availability,  regulations  and 
local  currency  laws  overseas.  Being  able  to  get  funds 
in  an  emergency  is  just  one  more  comforting  reason 
for  always  carrying  the  American  Express  Card. 
Don't  leave  home  vtithout  it. 


Personal 
.\ffairs 


gr  ■  ■  r  12*0,  tax-deferred  until 
rt "  "  V  rhen,  do  so  m-inv  mdi- 

V.  lumps  bu- 

t  :  :he  genu  k*T 

c-  ..^-v.  Note:  A>  ~  :r.e 

L  -rrrutred  partial  :  .\n 

ir  -an  split  how  mucr.  ne  wants 

tc  -  N  an  IRA  tax  shelter  and  how 
much  he  wants  to  use  r:>r  other  puijjoses. 
But  here's  the  rub:  The  amount  not 
rolled  over  becomes  subiect  to  inccnne 
tax  as  ori  jome — in  this  case. 
50%.  You  .  :he  ten-vear  averag- 

ing break.  S<.v  _  are  iust  starting 

a  new  iob.  or  _  looking  ior  one 

otHnbin^  out  the  consequences  of  rollir.; 
over,  splitting  or  cashing  in  your  nes:  . ; : 
IS  especially  viexing. 

Strum  criers  this  advice:  Go  aheac  .lt.- 
c^pioi  up  the  IRA  account,  with  all  of  vour 
lump  sum.  You  can  always  back  out  ot 
the  account  beiioze  yvu  file  vv^ur  tax  re- 
turn, with  no  penaltv.  .\r.i  ■•  r  _  . 


yourself  time — up  to  a  year  or  more — to 
continue  weighing  your  options.  Here's 
whv.  You  don  t  have  to  tile  any  tax  re- 
turn rep<.irting  your  rollover — or  pay  the 
taxes  due — until  .\pr.  15  of  the  loUowmg 
year.  For  example,  let's  say  you  leave 
your  employer  on  Mar.  2,  1 98 1 .  You  park 
the  $100,000  m  a  money  market  fund, 
and  open  up  an  rR_\  account  on  May  1. 
You  don't  have  to  square  things  away 
\*ith  the  Internal  Revenue  until  such 
time  as  you  file  your  taxes  tor  the  year, 
sometime  in  1982. 

If.  in  the  interim,  you  lose  or  find  a  iob 
or  you  desperately  need  cash,  or  what- 
ever, you  can  pull  out  of  the  DRA.  pay  the 
appUcahle  taxes,  and  that's  that.  On  the 
other  hand,  if  you  fail  to  open  an  IRA 
plan  within  60  days  of  getting  your  lump 
sum.  you  no  longer  have  any  clioice.  You 
caimot  roll  it  over  later.  Moral:  Unless 
you  de^Krately  need  a  large  chunk  of  the 
money  that  comes  to  you.  open  the  IRA 
rlan  and  think  it  over.  You  won't  lose 
"  -        ':"v  waiting  until  you  do  your 


rc-dare  bv 


r>rmatioii.  vrrite  to  Gary 
\H^tt       Co.,  63  Wall 
X.Y.  10005  for  an  up- 

:he  pros  and  c^ns 


Who  will  carry  on? 


F 


nm  toeir  ;>< 


iessesasit 


BuusJiacuiv. 
worth  mair 
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•  What  IS  your  bus:: 
Si^  a  value  to  it  be  ^  -  . 
wise  the  IRS  will  : 
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?r  employee  can 
-nd  It  will  pcob- 
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-  can  do  this 
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:-iIar. 
-  :  JO. 


pnce  tag  that  you  have  previous/. 

•  .\re  there  enough  liquid  a>;<.:( 
your  estate — to  handle  ta.\es  and  o| 
expenses — so  the  business  doesn :  :j 
to  be  sold  if  that  is  not  what  you  mm 
ed;  "It  IS  not  uncommon  ior  a  propnci 
partner  or  stockholder  in  a  small  b 
ness  to  have  an  estate  of  S 1 .5  million j 
less  than  S50.000  in  assets  that  can  P 
ily  be  converted  into  cash,"  Birkhael 
notes.  "That  is  tar  shon  ot  the  cash  1 
wdl  be  needed  to  cover  taxes,  other  t| 
gations  and  settlement  costs  for  jsi 
tate  that  size.  In  tact,  those  e.xpei 
might  run  S600.000  or  more."  1 

•  What  ■vrdl  hapj)en  to  family  incoi 
-A.  lot  of  small-business  owners  keep  tl 
incomes  fairly  low  and  tr>-  to  realize  ' 
er  benefits  from  bemg  a  busmess  ov^i 
If  the  family  doesn't  take  over  the  b 
ness.  It  won't  have  those  advantages 
emoyed. 

•  Is  your  estate  designed  to  take  1 
of  your  family  and  keep  taxes  k 
estate  plan  should  be  re\newed  every 
years  at  least. 

"One  common  mistake  manv  pa 
make  %*nth  estate  plaiming  is  a<>_m 
that  loint  ownership  is  a  panacea  rcf 
tax  ills,"  says  Birkhaeuser.  ■  Properrj 
joint  tenancy  is  not  subiect  to  proti 
and  it  may  be  a  fine  method  of  o«ki 
ship  in  more  modest  estates.  Ho  rt  ej 
there  are  pitfalls  to  iomt  o\\"ned 
when  estates  are  more  substantial  a^g 
those  rtf  many  small-business  ovkxed 
For  example,  property  held  ir. 

V  is  generally  subiect  to  tax  ooj 
^:_:-  ai  the  first  ioint  tenant  to 
unless  the  survivor  can  prove  that  h< 
she  contributed  to  the  purchase  .V 
7  L  ^"ple  simply  dtm't  keep  the  fraanl 
:  -  -  -  is  neokd  to  establish  that  pcii^ 
-^n^acticHi  trf  the  IRS.  And  1^ 
-  - "  7  can  prevent  wealthier  pa 
;  —      <  i3g  (ytimum  use  of  the  mai 
oeducnon.  Moral:  Review  your  exis^ 
estate  r'lr- 

•  D  '^ve  a  will?  Don't  IsH 
~  ;- ■  ^ .  -  -  -  pie  don't — ^and  tba 
-  _  .  ^  -  : -en  up  to  the  st^i 
:                     ^cii  what,  and  it's 

:e  s  rules  will  match  y 
"  -      '  many  states  1^ 
-  r      ae-thtrd  to  c 

:    '  V  ,in  additicm  to  «« 
:  z:  z  .r.  -    ::  course)  and  tbej 
z  -z  would  go  to  your  childrea,j 


House  accounts 

W:  J 
ate  m  value.  Uncle  Sam  is  I 

;     -     -■■■  z:zz-2  to  sock  you  with 
cc  _  -  "  -  -  -  .  -^diest  single  tax  biH  1 
wil^  i  -  .otding  to  a  E>spl 

ment  study,  home  val 

■  rled  jz.       ^z  z^ccsde.  Similar  spf 
dcm  is  e]q)ected  in  future;  the 
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edroom  home  you  bought  for 
)  in  1979  could  be  worth  $146,000 
I.  But  the  gain,  if  you  sold  for  such 
could  be  sharply  cut  by  taxes. 
)rse,  you  probably  already  owe  the 
nent  taxes  on  previous  home 
lat  netted  you  gains  that  were 
i,  but  not  forgiven, 
experts  estimate  that  30%  to 
the  money  home  sellers  wind  up 
in  taxes  could  be  avoided.  Hint: 
:cords  of  everything — forever.  To 
,  figuring  tax  liabilities  on  home 
tricky.  Even  a  tax  expert  recently 
ed  by  Forbes  (Jan.  19,  p  79)  erred 

I  a  calculation.  Form  2119,  which 
ist  file  when  you  sell  your  princi- 
le,  doesn't  help  much.  It  is  word- 
epical  IRSese  and  fails  to  explain 
f  the  breaks  you  can  legally  take 
ige  of. 

examine  what  you  can  do  to  cut 
K  liabilities  in  three  different  but 
n  situations. 

as  is  most  often  the  case,  sup- 
u  are  selling  a  home  and  buying 

one  at  equal  or  greater  cost.  The 
any  profit  is  automatically  post- 
you  pay  nothing.  No  tax  is  due 
)U  actually  realize  cash  gains  on  a 
y  sale.  That  doesn't  mean,  how- 
lat  you  should  just  forget  about 
ing  until  you  finally  sell  your  last 
nd  take  the  profits  that  have  built 

the  years.  For  one  thing,  every 
)u  sell  a  house  and  buy  another, 
St  file  Form  2119  with  the  IRS— 
ough  no  tax  is  involved  yet.  How 

out  forms  is  very  important  and 
e  you  a  lot  of  money  later, 
xample,  let's  say  you  bought  a 

II  1970  for  $35,000  and  sold  it  in 
$64,000,  realizing  a  gain — a  tax- 

afit— of  $29,000.  But  since  you 
a  new  home  within  18  months, 
$73,000  for  it,  the  $29,000  gain 
rely  subtracted  from  the  price  of 
;w  house,  giving  you  a  $44,000 
in  it.  The  gain  was  merely  de- 
ind  will  be  added  to  any  future 
)U  might  realize. 

ou  arc  now  selling  that  $73,000 
3r  $164,000.  You  decide  to  take 
1  and  move  into  a  luxury  apart- 
ince  you  are  under  55  and  do  not 
lify  for  the  automatic  $100,000 
ion,  you  must  now  pay  taxes  on 
IS  from  both  home  sales,  which 
120,000.  Depending  on  your  in- 
;vel  you  could  be  facing  a  tax  as 
$33,600,  or  28%  of  the  gain  that 
lize. 

ou  can  reduce  the  tax  consider- 
raising  the  cost  basis  for  your 
sly  owned  homes.  And  you  can 
crease  your  net  selling  prices, 
id  here's  the  rub — you  must  have 
te  records  to  get  all  the  breaks 
.,  duly  recorded  on  Form  2119.  So 
)uld  keep  any  receipts  and  can- 
lecks  related  to  purchase,  sale  or 


improvement  of  the  home — even  if  you 
think  they  will  never  cut  your  taxes.  Thi 
fact  is,  they  probably  will. 

Let's  go  back  to  the  $73,000  home  that 
you  recently  sold  for  $164,000.  Assume 
you  had  records  of  all  closing  costs,  trans- 
fer taxes,  title  insurance  premiums,  a 
survey,  an  engineering  study,  an  apprais- 
al, utility  hookups  and  the  like.  All  those 
items  could  legally  be  added  to  the  cost  of 
your  home.  They  could  have  raised  its 
price  to  $75,000. 

Assume  you  also  put  in  a  number  of 


capital  improven\ents — lawn  sod,  land- 
scaping, appliances,  cabinets  and  custom 
drapes,  for  example.  Those  added  an- 
other $16,000,  increasing  your  costs  to 
$91,000.  Subtract  the  $29,000  deferred 
gain  on  the  first  house  from  that  sum, 
and  your  cost  basis  in  the  second  home 
rises  from  a  mere  $44,000  to  $62,000. 
That,  in  turn,  cuts  the  realized  gain  on 
the  two  homes  from  $120,000  to 
$102,000. 

To  decrease  the  net  selling  price  of 
your  second  home,  you  arc  allowed  to 
deduct  selling  expenses.  In  this  case, 
these  expenses — mortgage  penalties,  at- 
torney's fees,  an  appraisal  and  title  insur- 
ance— amount  to  $16,000.  Thus,  the  sell- 


ing price  drops  from  $164,000  to 
$148,000.  You  now  face  a  gain  of  only 
$86,000,  I's.  $120,000.  So  your  total  tax 
could  be  cut  by  up  to  $9,000.  If  you  had 
kept  similar  records  for  your  first  home 
as  well,  you  might  have  reduced  the 
gains  and  taxes  even  more. 

By  now,  you  may  be  kicking  yourself 
for  all  those  deductions  you  could  have 
taken  but  never  did.  Have  no  fear.  As 
long  as  yovL  bat  e  not  paid  taxes  on  your 
home  sales,  and  provided  you  have  rec- 
ords for  most  of  the  expenses,  you  can 
still  go  back  and  refile  your  21 19  Form 
for  every  home  you've  ever  sold.  Even  if 
you've  paid  up,  you  still  have  three  years 
after  filing  to  make  amendments  to  the 
21 19  Form. 

Suppose  you  sell  your  house  and  buy  a 
smaller,  less  expensive  one.  You  can't 
automatically  put  off  paying  taxes  on 
your  gains  any  longer.  But  there  are  two 
stratagems  that  could  cut  your  tax  bill 
substantially. 

First,  as  with  any  home  sale,  you  want 
to  increase  your  cost  basis.  As  in  the 
previous  example,  that  means  adding  in 
all  your  buying  costs  and  improvements 
over  the  years.  And,  you  also  want  to 
keep  tabs  on  any  improvements  that  you 
make  in  the  new  house  that  you  buy. 
Both  the  acquisition  costs  and  the  cost  of 
capital  improvements  made  in  your  new 
home  during  the  first  18  months  follow- 
ing the  sale  of  the  old  home  will  defer 
part  of  your  capital  gains. 

Second,  if  you  buy  a  cheaper  home — or 
even  no  home  at  all — you  can  stretch  out 
the  payments  you  receive  on  your  old 
home.  If  you  can  afford  to  do  that,  the  tax 
savings  will  be  substantial.  Recently  re- 
vised tax  rules  permit  you  to  pay  taxes 
due  as  the  money  is  received.  And,  the 
new  Installment  Sales  Revision  Act  of 
1980  also  eliminates  the  old  requirement 
that  no  more  than  30%  of  the  selling 
price  be  paid  immediately. 

Under  the  new  rules,  the  transaction 
qualifies  as  an  installment  sale  as  long  as 
there  is  at  least  one  payment  spread  out 
over  two  or  more  years  of  the  sale.  Thus, 
you  could  make  a  sale  this  year,  but  re- 
ceive no  money — and  incur  no  tax — until 
next  year.  Then  you  could  get  it  all,  or 
spread  the  installment  over  a  longer  peri- 
od, and  pay  the  tax  as  you  receive  the 
money  each  year. 

Finally,  and  this  does  happen,  you 
could  actually  lose  money  on  a  house. 
Your  net  selling  price  could  be  less  than 
your  cost  basis,  and  you  could  show  a 
loss.  But  get  this:  You  cannot  claim  a 
capital  loss,  nor  can  you  carry  any  loss 
forward.  It's  simply  tough  luck. 

For  additional  assistance  in  working 
out  tax  strategies  for  selling  a  h^me,  you 
may  want  to  look  at  the  Residential  Tax 
Information  Kit  available  from  RTI  for  a 
tax  deductible  $25.  Send  a  check  to  RTI, 
RO.  Box  27331,  Denver,  Colorado 
80227. — Alyssa  A.  Lappen 
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Santa  Fe  Industries,  Inc 


Good  planning,  for  good  growth. 
The  results  have  been  dramatic. 
And  the  future  looks  bright. 


Santa  Fe  Industries  is  a  strong, 
efficient  Railway.  One  of  the 
country's  largest  producers 
of  heavy  gravity  oil.  The 
steward  of  654,000  acres  of 
timber.  A  major  participant  in 
real  estate  and  construction 
activities  throughout  the 
Southwest.  And  active  in  a 
number  of  other  enterprises 
as  well. 

We  put  all  these  vital  busi- 
nesses together,  and  put  them 
all  to  work. 

Performance  like  ours— over 
the  past  decade— has  come 
from  solid  long-range  plan- 
ning and  a  corporate  philoso- 
phy and  structure  that  actively 
promotes  growth.  Temporary 
dechnes  in  some  businesses 
have  been  smoothed  by  gains 
in  others.  We  can  respond. 


decisively,  to  the  long-term 
opportunities  and  short-term 
risks  of  a  continually  changing 
economic  environment. 

Stable  earnings.  Real 
earnings  growth.  And  good 
prospects  for  the  future. 

There  is  a  lot  more  to  our 
story.  If  you're  curious, 
please  write: 


Santa  Fe  Industries,  Inc. 
Department  333 
224  South  Michigan  Avenue 
Chicago,  Illinois  60604 


The  Forbes/ Wilshire  5000  Review 


shire  5000  D)IA 
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1500 


Wilshire  5000  Equity  Index 

All  stocks  with  daily  price  quotations,  ' 
weighted  by  market  value   


Market  Value  of  Wilshire  5000: - 
$  1 ,3 1 8.2  billion  as  of  2/20/8 1 
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Close-up  OnThe  Equity  Markets 


wn,  down,  down.  That's  where 
;h  market  index  is  heading — and 
■  Wilshire  Index,  of  course,  is  no  ex- 
)tion.  In  the  current  reporting  peri- 
however,  the  Dow  was  surprisingly 
ang.  And  the  NASDAQ  Composite, 
ich  has  been  the  best  of  a  bad  lot  for 
ich  of  1981,  seems  finally  to  be  in  a 
1-fledged  decline.  Now,  if  the  Dow 
rts  posting  real  gains,  it  could  herald 
ack-to-the-basics  market  rally. 


Performance  of  five  leading  indexes 


Wilshire 
5000 


Dow  (ones 
industrials 


NYSE  ASE  Market  NASDAQ 

Composite    Value  Index  Composite 


All  data  for  periods  ending  2  20  81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Cahf. 
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Where  The  Action  Is 


Nothing  seems  to  please.  Instead  of  indicating  which 
stocks  investors  are  buying,  this  issue's  chart  shows  what 
they're  scUing  least.  The  hgures  are  universally  bleak, 
though  high-yield,  low-volatility,  low-growth  issues  fared 
best — only  because  they  didn't  go  down  significantly. 


Stocks  with  high  P/E  multiples,  on  the  other  hand,  slumped 
by  almost  3%  during  the  past  four  weeks.  That  is  a  major 
decline,  but  measure  it  against  the  fact  that  these  compa- 
nies were  Wall  Street's  stars  over  the  past  12  months.  Even 
now,  their  gains  average  nearly  35%  for  the  period. 


Stock  performanee  based  on 
five  key  investor  yardsticks 


Volatility 


Price/earnings  multiple         Dividend  yield         Growth  profile t 


Share  price 


A  stock's  sensitivity  to  overall  market  movement.  High  volitality  issues  have  wide  price  fluctuation*)  low  volatility  iMuet  are  more  stable, 
t  A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates.  


Was  it  worth  the  ride?  Energy  stocks  are  still  clobbering 
the  averages,  and  look  where  these  highflyers  have  settled 
after  a  year  of  swinging.  Their  12-month  gain  averages 
only  8% .  That's  little  better  than  the  performance  over  a 
similar  period  of  such  "stodgy"  groups  as  utilities,  produc- 


er materials  and  services,  and  consumer  durables.  Today, 
however,  these  latter  stocks — companies  like  Emerson,, 
RCA  and  Zenith — are  bringing  the  market  up  rather  than 
pulling  it  down.  So,  if  cyclical  investing  is  back  in  style, 
further  advances  may  be  in  store. 


Note:  All  data  for  penods  ending  2  20i8I.  Prepared  by  Wiishirc  Associates,  Santa  Monica,  Calif. 
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ennv's,  Inc 


Giving  America  wliat  it  wants 
to  eat  at  a  price  it  can  afford. 


Braised  Sirloin  Tips 


ten  donuts 


Denny's,  Inc. 

Revenues   

Income  before  Income  Taxes 

Net  Income  

Net  Income  Per  Share   


For  the  six  months  ended  December 

1980  1979 

.$413,659,000   $347,143,000 

.$  24,102,000   $  18,108,000 

.$  13,452,000   $  11,128,000 

 $1.54   $1.28 


Denny's,  Inc. 


Denny  s  Restaurants/Winchell's  Donut  Houses 

For  a  Copy  of  our  1980  Annual  Report 
please  write:  Denny  s.  Inc.,  P.O.  Box  1117 B 
La  Mirada,  CA  90637 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


1,800,000  Shares 


Common  Stock 

($1  par  value) 


Price  $20  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the  several 
Underwriters,  including  the  undersigned,  as  may  lawfully  offer  the  securities  in  such  State. 


Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Bache  Halsey  Stuart  Shields         The  First  Boston  Corporation         Bear,  Steams  &  Co. 

Incorporated 

Blyth  Eastman  Paine  Webber     Dillon,  Read  &  Co.  Inc.      Donaldson,  Lufkin  &  Jenrette 

Incorporated  Secunties  Corporation 

Drexel  Bumham  Lambert        Goldman,  Sachs  &  Co.        E.  F.  Hutton  &  Company  Inc. 

Incorporated 

Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

Merrill  Lynch  White  Weld  Capital  Markets  Group      L.  F.  Rothschild,  Unterberg,  Towbin 

Merrill  Lynch,  Pierce.  Fenner  &  Smith  Incorporated 

Salomon  Brothers      Shearson  Loeb  Rhoades  Inc.      Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc. 

A.  G.  Becker 

Dean  Witter  Reynolds  Inc.  New  Court  Securities  Corporation 

February  11,  1981 


Capital  Markets 


you  think  Congress  will  buy  Ronald 
pagans  economic  package,  here's  a  strat- 
y  to  help  you  turn  a  profit  from  your 
zed-income  portfolio. 

TAX  CUT  TIPS 


By  Ben  Weberman 


While  Congress 
wrangles  over  Ron- 
ald Reagan's  eco- 
nomic program, 
fixed-income  mves- 
tors  should  do  some 
sharp-pencil  plan- 
ning of  their  own. 

The  President 
wants  to  cut  income 
taxes  now  and  to  re- 


;e  rates  on  capital  gains  later.  That 
;gests  some  profitable  trading  strat- 
ss,  and  the  transactions  needed  to 
3lement  them  should  be  completed 
ore  mid-year.  Why?  I  believe  that 
g-term  rates  will  head  down  during 

second  half  of  1981,  and  you  will 
ke  more  money  if  you  lock  up  your 
itions  before  that  turn. 
[  you  assume  that  President  Rea- 
.  will  get  most — if  not  all — of  his 
nested  tax  reductions,  here  is  what 
io.  First,  defer  ordinary  income  as 
g  as  possible.  You  will  be  paying 
es  at  lower  rates  in  1982  than  to- 
,  and  lower  still  in  1983  and  1984. 
ond,  try  to  take  losses  now  and 
ort  profits  in  future  years, 
'he  most  obvious  way  is  to  swap 
■  bond  with  a  high  coupon  and  a 
all  market  loss  for  another  similar 
ility  low-coupon  issue  selling  at  a 
p  discount.  Presto!  Your  tax  return 
ws  a  1981  capital  loss  from  the 
and  the  purchase  sets  the  stage 
a  capital  gain  later.  Not  everyone  is 
ding  the  right  bonds  for  such  a 
ip,  and  analyzing  the  cash  flow  of 

transaction  is  all-important, 
lere  are  some  specific  examples 
t  illustrate  my  tax-saving  ideas.  A 
amon  debt  instrument  you  can  use 
he  one-year  Treasury  bill,  which 
s  on  a  discount  price  basis.  That 
ans  a  $10,000  bill,  which  is  now 
>ted  to  yield  12.75%,  costs  $8,725. 
I  interest  is  paid  on  a  cost  of 
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$8,725,  not  $10,000,  so  the  actual  re- 
turn IS  about  14.25%. 

At  maturity,  T-bills  are  paid  off  at 
face  value.  So  the  interest  goes  on 
most  individual  tax  returns  as  having 
been  received  then  in  a  lump  sum. 
Coupon  bonds,  on  the  other  hand,  pay 
interest  every  six  months.  Buying  to- 
day means  at  least  one  income  pay- 
ment in  1981.  By  purchasing  a  one- 
year  T-biU  you  defer  payment  until 
March  of  1982 — and  the  tax  bite  that 
comes  with  It  until  your  Apr.  15,  1983 
return. 

For  a  person  filing  a  joint  retum 
with  $22,900  to  $30,000  of  taxable 
income,  this  $1,275  in  interest  would 
be  subject  to  a  49%  rate.  That  leaves 
$650  after  taxes.  If  taxes  come  down 
5%  for  1981  income  and  another  10% 
for  1982,  the  new  rate  is  41%.  Thus, 
the  same  interest  collected  in  1982 
means  $740  in  aftertax  income.  Trea- 
sury securities  are  not  subject  to  state 
or  local  taxes — a  significant  plus  for 
those  who  live  in  jurisdictions  with 
high  state  rates. 

My  other  recommendation  is  for 
investors  who  hold  some  of  those  8% 
Treasury  notes  of  different  maturities 
that  had  so  much  appeal  a  few  years 
ago.  Today  they  are  selling  at  a  loss — 
at  a  discount,  if  you  will.  So  swap  that 
security  for  another  issue  that  is  simi- 
lar in  coupon  and'  maturity.  You  can 
deduct  $1  from  ordinary  income  for 
every  $2  of  long-term  capital  loss,  to  a 
maximum  of  $3,000. 

The  8%  bonds  due  in  August  of 
1986  sell  today  at  81'/«,  or  $8,125  for 
$10,000  face  value.  If  you  bought 
them  at  time  of  issue  for  close  to  par 
(face  value)  you  now  have  a  loss  of 
$1,875  on  each  $10,000.  Reinvest  the 
money  in  the  7%%  bonds  due  in  May 
of  1986.  These  now  trade  at  81 '/j,  or 
$8, 150.  That  means  you  will  be  set  for 
a  capital  gain  of  $1,500  on  each  bond 
when  it  matures.  Long-term  capital 
gains  are  taxable  at  40%  of  your  high- 
est bracket.  Thus,  a  49%  taxpayer  is 
subject  to  19.6%  capital  gains. 

Because  of  their  fat  capital  gains 
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benefits,  however,  deep-discount 
bonds  offer  a  reduced  current  retum. 
Thus,  in  contrast  with  new  bonds 
that  mature  in  1986  and  yield  13.2% 
each  year,  the  discount  8s  of  1986, 
priced  at  $8,125,  have  a  current  yield 
of  only  9.87o.  The  discount  7%s  yield 
less  still  at  9.7%,  But  the  capital  gain 
they  offer  is  what  is  attractive. 

There  really  isn't  any  mystery  in- 
volved. These  issues  all  trade  so  that 
the  yield-to-maturity  (including  cap- 
ital appreciation)  virtually  matches 
current  issues.  This  is  before  your 
taxes  are  deducted. 

If  you  are  in  the  49%  tax  bracket 
and  pay  19.6%  on  capital  gains,  then 
the  total  aftertax  return  from  deep- 
discount  bonds  is  the  same  as  getting 
over  15%  on  a  current  five-year  bond. 

But  today's  coupon  rate,  as  I  point- 
ed out,  IS  only  13.2%.  So  if  your  tax 
rate  is  high,  you're  probably  better  off 
with  older  issues.  The  tradeoff  is 
whether  you  need  more  than  13%  in 
cash  today  or  less  than  10%  in  cash 
and  the  remainder  from  appreciation. 

To  get  around  the  loss  of  current 
income,  stretch  out  for  longer  maturi- 
ties. An  8%%  Treasury  bond  due  in 
20  years  sells  at  70%,  or  $7,087.50. 
Current  yield,  based  on  payment  of 
$837.50  on  $10,000  face  value  bonds, 
comes  to  12% — well  above  the  return 
on  the  five-year  issues.  The  combined 
interest  and  capital  gain  match  the 
aftertax  retum  of  a  bond  selling  at  100 
carrying  a  coupon  of  14.5%. 

Timing  is  very  important.  Rates 
will  stay  in  an  11%  to  13%  trading 
range  until  about  the  middle  of  the 
second  quarter.  Billions  of  dollars  of 
corporate  bonds  are  backed  up  in  the 
underwriting  pipelines  waiting  for  in- 
terest rates  to  slide.  When  that  hap- 
pens, the  corporate  calendar  will 
swell,  the  markets  will  become 
clogged  and  the  rally  will  falter. 

Then,  as  we  pass  the  current  surge 
of  inflation  and  it  becomes  apparent 
that  Reaganomics  is  working,  the 
bond  market  will  climb.  Inflation  of 
87o  at  year-end  will  bring  Treasury 
bonds  carrying  a  retum  of  10%  or  less. 
The  12y4S  of  2010,  selling  to  yield 
10%,  could  rise  in  price  to  126.  Buy 
now,  and  you  will  have  the  satisfac- 
tion of  holding  a  fixed-income  securi- 
ty yielding  far  more  than  the  going 
rate  for  the  next  29  years.  In  addition 
you  will  own  a  bond  that  sells  for  far 
more  than  you  paid  for  it.  But  timing 
is  crucial.  For  now,  don't  buy  after  the 
market  has  advanced,  but  only  when 
It  IS  undergoing  a  price  correction.  By 
May  or  lune,  however,  you  may  not 
have  to  be  so  cautious.  ■ 
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Stock  Comment 


■  Commissions  about  50%  less 
than  full  rate  brokers  (subject  to 
$25  minimum). 

■  Our  clearing  firm  which  carries 
your  account  has  capital  in  excess  of 
$500  million. 

■  Fast,  efficient  phone  service. 

■  Keogh,  IRA  and  Corporate 
Accounts. 

■  Sliding  scale  margin  rates— 
the^arger  the  debit,  the  lower  the 
interest  rate. 

■  Securities  in  Each  Account 
Protected  to  $500,000. 

C.  D.  Anderson  &  Co. 

Incorporated 

Discount  Stock  Brokerage 

(41,Si4.1V2120 

California  Toll  Free  (800)  622-0875 
National  Toll  Free  (800)  227-4216 
Alaska/Hawaii  Toll  Free  (800)  227-3033 
International  Telex  278312  ANDCO  (RCA) 
300  Montgomery  St., San  Francisco. C A 94104 
Member:  Pacific  Stock  Exchange, 
NASD,SIPC 

Orders  executed  on  all  national  securities 
exchanges  through  our  correspondent. 


GROWTH 

AND  INCOME 


FINANCIAL 
INDUSTRIAL 


seeking  growth  with  income 
■ 

NO  SALES  CHARGE 
■  - 

NO  REDEMPTION  FEE 
■ 

FREE  TELEPHONE  EXCHANGE 


Call  Free  in  Continental  U  S  1-800-525-9831 
In  Colorado  call  collect,  779-1233 


Fuiaiicial  Programs,  Inc.  4-fo-2-Ai94Ri-ii 
P.O.  Box  2040,  Denver.  CO  80201 

For  more  complete  information  about  Financial  Industrial  Fund, 
including  management  tee  charges  and  expenses,  please  write 
or  call  for  a  prospectus  Read  it  carefully  before  you  invest  or 
send  money 


Nanne 

Address  

City  

State   


Zip   . 


/  am  not  at  all  convinced  that  Reagan  can 
contain  inflation,  so  this  might  not  be  a 
bad  time  at  least  to  nibble  at  gold  stocks. 

THE  HONEYMCX)N 
IS  ENDING 


By  Heinz  H.  Biel 


^fmm,  The  inevitable  bat- 

*\k  between  the  Rea- 
gan Administration 
and  Congress  is 
about  to  erupt  with 
tull  force.  It  will  not 
be  easy  to  make  the 
politicians  swallow 
those  bitter  pills. 
For  some  time,  the 
stock  market  has  re- 
flected the  apprehension  of  investors, 
who,  in  the  circumstances,  prefer  to 
limit  their  exposure  and  stash  away 
large  liquid  reserves  in  Treasury  bills, 
bank  CDs  or  the  money  funds.  I'd  be 
doing  the  same. 

The  bond  market  remains  in  terri- 
ble shape.  A  ten-year  maturity  is  al- 
most considered  "long-term"  these 
days,  and  the  only  way  to  market 
bonds  at  "reasonable"  interest  rates  is 
to  make  them  convertible  into  stock. 
In  the  tax-exempt  sector,  underwrit- 
ers are  using  gimmicks  previously  un- 
heard of,  such  as  attaching  warrants 
or  giving  the  holder  a  put  option  at  par 
after  five  years.  As  had  been  predict- 
ed, inflation  has  virtually  destroyed 
the  market  for  long-term  bonds. 

In  the  past,  I  did  not  advocate  the 
purchase  of  gold  or  even  gold  stocks.  I 
have  relented  somewhat  in  recent 
years,  saying  that  if  it  gives  you  great- 
er peace  of  mind,  I  don't  object  to 
putting  some  money  into  gold  or  gold 
mining  stocks.  My  earlier  aversion 
was  ill  advised,  as  I  have  admitted. 

Gold  didn't  provide  much  peace  of 
mind  during  the  past  year.  A  price 
drop  of  nearly  $400  an  ounce  is  a  bit 
unnerving,  to  put  it  mildly.  The  expe- 
rience with  gold  mining  stocks  was 
not  much  better,  although  at  least 
they  produce  a  generous  income. 

I  don't  know  what  gold  is  icorth, 
what  its  price  should  be.  I  also  don't 
have  the  faintest  idea  what  the  out- 

Heinz  H  Biel  is  a  vice  president  of  tlx  .\YSE 
firm  of  fanner  Montgomeiy  Scott 


look  is  for  the  next  year  or  even  the 
next  several  months.  However,  since  I 
am  not  at  all  convinced  that  the  Rea- 
gan Administration  will,  or  can,  con- 
tain inflation,  I  believe  that  the  long- 
term  price  trend  of  gold  is  up  and  that 
this  might  not  be  a  bad  time  at  least 
to  start  nibbling  at  gold  stocks. 

Unless  you  have  moral  qualms 
about  investing  in  South  Africa,  this 
is  probably  where  you  will  find  the 
best  values.  Strategically  that  country 
is  of  such  vital  importance  to  the 
Western  world,  that  I  would  consider 
it  politically  safe,  particularly  with 
Reagan  in  the  White  House  and  Haig 
in  the  State  Department. 

South  African  gold  mining  compa- 
nies are  actively  traded  here  in  the 
form  of  American  Depository  Re- 
ceipts (ADRs)  in  the  over-the-counter 
market,  and  it  probably  doesn't  make 
a  great  difference  whether  you  buy 
Ecist  Drtefo/itein  or  Vaal  Reefs  or  Wesleni 
Deep  Levels,  to  mention  just  a  few  of 
the  better-known  stocks.  In  case  you 
want  to  spread  your  risk — after  all, 
mine  disasters  can  and  do  occur — 
there  is  .45.4  Lid.  (50),  a  South  African 
closed-end  investment  company,  con- 
centrating heavily  on  gold  mining  in 
that  country.  The  stock,  which  is  list- 
ed on  the  NYSE,  sells  at  a  discount  of 
about  20%  from  net  asset  value.  It 
paid  $6  last  year,  but  there  is  no  assur- 
ance this  year's  dividends  will  be 
equally  generous. 

Insurance  brokerage  is  a  business 
with  which  many  investors  are  not 
familiar.  This  is  regrettable  because  of 
its  excellent  record  of  growth  without 
the  cyclicality  of  the  casualty  insur- 
ance business.  The  superior  character- 
istics of  insurance  brokerage  have  not 
gone  unnoticed  in  Wall  Street,  which 
is  according  the  leading  companies  an 
earnings  multiple  of  about  10,  or 
twice  the  P/E  ratio  of  such  insurance 
giants  as  Aetna  or  Travelers. 

The  largest  company  in  the  field  is 
Marsh  &  McLemiwt  (31),  with  revenues 
of  well  over  $600  million.  This  is  a 
worldwide  organization  with  excep- 
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3na]  expertise,  and  it  has  grown  year 
ter  year,  even  during  recessionary 
■nods.  Per-share  earnings  and  divi- 
:nds  have  multiplied  in  the  past  de- 
de,  outpacing  inflation  by  a  wide 
argin.  The  present  $2  dividend  rate, 
oviding  a  6'/2%  return,  is  almost 
re  to  be  raised  again  this  year.  A 
mservative  investor  can  sleep  well 
ith  this  kind  of  stock. 
Not  many  companies,  large  or 
lall,  have  a  more  visibly  promising 
itlook  than  Boeing  Co.  (34).  Its  order 
toks  are  crammed  full;  it  dominates 
e  world's  commercial  aircraft  field; 
fore  long,  a  new  generation  of  jet 
anes  will  be  in  production  and 
ang;  debt  is  a  negligible  $71  million 
1  Sept.  30,  1980)  and  a  cash  hoard  of 
.7  billion  would  seem  ample  to  pro- 
de  for  this  and  next  year's  very 
avy  R&.D  expenditures.  Earnings 
ached  a  new  peak  of  $6.23  a  share 
5t  year  and  the  dividend  rate  was 
creased  once  again.  Yet,  for  some 
ne  the  stock  has  been  sluggish  and 
iresponsive  to  all  the  good  news, 
hy?  Well,  to  begin  v/ith,  1981 — a 
ar  of  transition — is  likely  to  be  rath- 
flat  as  far  as  earnings  are  concerned, 
:gely  because  Boeing's  conservative 
okkeepers  like  to  charge  RikD  ex- 
nditures  against  current  earnings  to 
e  greatest  extent  possible.  Further- 
□re,  what  else  is  left  to  dream  about, 
cept  maybe  more  government  de- 
ise  business? 

Then  came  the  surprise  announce- 
snt  of  the  sale  of  $250  million(!)  of 
8%  convertible  debentures.  The 
reet  did  not  seem  to  like  that  at  all, 
d  Boeing's  stock  dropped  to  34,  the 
west  price  in  months.  Why  did  this 
sh-rich  company  have  to  have  that 
uch  more  money?  Boeing  does  not 
illy  need  it  for  its  own  operations, 
t  rather  to  help  its  airline  customers 
lance  the  purchase  of  new  Boeing 
mes.  The  new  money  costs  Boeing 
>s  than  5"/o  (after  taxes),  but  an  air- 
le  might  have  to  pay  4  times  as 
uch  if  It  had  to  raise  the  purchase 
ice  in  today's  strained  capital  mar- 
t.  And  if  it  were  a  money-losing 
'line,  there  wouldn't  even  be  a  tax 
nefit.  That's  where  Boeing  can  be  of 
il  help  to  its  customers. 
In  all  probability  this  new  deben- 
re  issue  will  eventually  be  converted 
to  stock  at  42!/4,  just  a  few  points 
low  its  alltime  high  of  45%.  In  my 
inion,  this  quarter-billion-dollar  of- 
'ing  was  shrewd  and  very  cheap  fi- 
ncing,  and  not  a  remote  cause  for 
vestor  apprehension.  At  its  greatly 
duced  price  the  stock  has  once  again 
come  an  attractive  purchase.  ■ 


Let  VALUE  LINE 


Help  You  Ideeitily 

100  STOCKS 
TO  BUY  NOW 

Plus  400  stocks  that  should 
be  avoided  for  now. 

To  make  your  portfolio  perform  well,  it's  important  to  be  able  to  iden- 
tify the  most  timely  stock  selections  and  to  be  able  to  weed  out  any 
"misfits."  You  should  also  be  immediately  aware  of  significant 
changes  in  any  of  your  stocks. 

That's  why  The  Value  Line  Investment  Survey  every  week  of  the  year 
ranks  1700  stocks— each  relative  to  all  the  others— for  Probable 
Market  Performance  in  the  next  12  Months,  as  follows: 

100  stocks  are  ranked  1  (Highest) 

300  stocks  are  ranked  2  (Above  Average) 

900  stocks  are  ranked  3  (Average) 

300  stocks  are  ranked  4  (Below  Average) 

100  stocks  are  ranked  5  (Lowest) 
Note:  Not  every  stock  will  always  perform  in  accordance  with  its 
rank.  But  it  is  a  fact  that  favorably  ranked  stocks,  as  a  group,  have 
outperformed  poorly  ranked  stocks  with  remarkable  consistency 
since  the  ranking  system  was  introduced  in  1965. 
While  past  performance  can  never  guarantee  future  success,  this 
record  of  more  than  15  years  of  successful  discrimination  strongly 
suggests  that  you  can  tilt  the  investment  probabilities  in  your  favor 
by  using  The  Value  Line  ranks  to  give  you  objective  indexes  not  only 
of  Timeliness  but  Safety  and  estimated  yield  as  well. 

SPECIAL  OFFER 

Value  Line  is  offering  a  special  introductory  10-week  trial  subscrip- 
tion to  The  Value  Line  Investment  Survey  for  only  $33— about  half 
the  regular  price,  provided  you  have  not  had  a  subscription  in  the 
past  two  years.  As  a  double  bonus  at  no  additional  charge,  you  will 
receive  the  2000-page  Investors  Reference  Service  (covering  1700 
stocks)  which  will  be  updated  every  week— filing  takes  but  one 
minute  a  week— and  the  96-page  booklet,  "Evaluating  Common 
Stocks." 

PHONE  YOUR  ORDER  TOLL  FREE: 
If  you  have  Master  Card,  or  Visa  1-800-331-1750 
(Operator  13)  24  hrs.  7  days  per  wk. 
 I  ■■  H      M  wm  wm  n  ih      mm  wm      mm  mm  mm  i 
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Arnold  Bernhard  &  Co.,  Inc.  711  Third  Ave.,  New  York,  N.Y 

Department  816L16 

INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  for  $33  to  The  Value 
Line  Survey  (limited  once  to  any  household 
every  two  years)  and  send  me  the  two  bonuses 
listed  above.  Trial  subscriptions  must  be  ac- 
companied by  payment. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1  Year  (52  issues)  subscription  for 
$330  and  send  me  the  two  bonuses  listed 
above.  There  are  no  restrictions  with  this  an- 
nual subscription. 

SPECIAL  EXTRA  BONUS 

A    famous-make    pock-  [bT^J ■■  \ 
et-size  CREDIT  CARD/  f-  - 
SUPER   SLIM   LCD  CAL-  .--»----- 

CULATOR  (with  full  mem-  I  •>""•'{ 

ory)  given  to  you  when  you  order  The  Value 
Line  Investment  Survey  for  one  year  (must  be 
accompanied  by  payment). 


□  My  payment  is  enclosed.  □  Please  charge 
to:  □  American  Exp.  □  Master  Card  □  Visa 

Expiration  Date   

Account  #   

(This  subscription  is  tax-deductible.) 
(N.Y.  residents  add  sales  tax.) 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY 


STATE 


ZIP 
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Stock  Trends 


With  billions  waiting  to  be  invested  in  the 
market  at  the  drop  of  an  interest  rate,  I  am 
content  to  stay  with  the  stocks  I  like. 

OFF  BALANCE 
BUDGETING 


\1( )NK\  &  I  W  HSTMHNTS 


By  Ann  C.  Brown 


With  Mr.  Reagan's 
announcement  of 
the  long-awaited  lit- 
any of  proposed  fed- 
eral budget  cuts,  he 
continued  his  strong 
economic  offensive, 
offending  virtually 
everyone,  from  New 
York  welfare  recipi- 
ents to  California  pa- 
trons of  the  arts.  While  it  is  highly 
unlikely  that  all  of  the  proposals  will 
pass  in  their  present  form,  by  their  very 
number  and  breadth  the  suggested  re- 
forms and  eliminations  should  accom- 
plish two  things.  First,  they  will  so  pre- 
occupy the  opposition  with  fighting  to 
keep  what  they  already  have  that  any 
new  or  expanded  government  give- 
away legislation  will  be  out  of  the  ques- 
tion for  some  time  to  come. 

Second,  if  any  of  the  spending  cuts 
are  shot  down  or  seriously  wounded 
by  a  reluctant  Congress,  any  increase 
in  inflation — or  its  continuation  at  to- 
day's high  level — can  be  blamed  di- 
rectly on  the  do-little  lawmakers.  Par- 
ticularly vulnerable  are  the  Democrat- 
ic members  of  the  Lower  House  since 
their  options,  like  all  the  representa- 
tives', are  up  for  renewal  next  year. 
Their  failure  to  go  along  with  the  siz- 
able "mandate  for  change"  that  the 
new  Administration  firmly  believes  it 
received  from  the  American  voters 
last  autumn  could  result  in  Republican 
control  come  Election  '82. 

Clearly  the  current  conservative 
strategy  is  to  keep  the  liberals  off  bal- 
ance— quarreling  among  themselves 
in  an  effort  to  protect  their  pet  social 
projects.  In  the  meantime,  the  supply- 
side  activists  and  their  monetarist  fel- 
low travelers  will  be  free  to  concen- 
trate on  reviving  the  economy 
through  a  combination  of  reduced  reg- 

Ami  C  Brown  is  execuliiv  rice  presicietil  of  the 
New  York  ini  eslmerit firm  of  Melhadu,  Flynti  & 
Associates 


ulations,  real-world  depreciation 
schedules  and  investment  incentives. 

The  way  things  now  stand,  it  seems 
likely  there  will  be  compromises  all 
over  the  place.  The  Administration 
has  already  stated  it  will  not  harm  any 
of  the  too-too  touchy  programs  like 
Head  Start  and  Social  Security  bene- 
fits for  the  elderly.  After  all,  anyone 
who  helps  children  and  old  people 
(who,  incidentally,  vote  in  force)  isn't 
all  bad — just  pragmatic.  As  for  tax 
cuts,  now  that  the  President  <ik  Com- 
pany have  had  a  good  hard  look  at  the 
budget  deficit  they  inherited,  they've 
opted  for  a  delay  of  Kemp-Roth  until 
July.  If  it  weren't  for  the  credibility 
factor,  I  have  a  sneaking  suspicion 
that  certain  White  House  advisers 
would  like  to  see  no  personal  cuts 
until  the  beginning  of  next  year. 

As  the  estimate  of  the  1981  deficit 
grew,  the  time  frame  for  a  balanced 
budget  lengthened  and  the  expected 
drop  in  inflation  lessened,  the  stock 
market  drifted  down  in  February.  The 
probability  of  high,  if  not  higher,  near- 
term  interest  rates  made  competing 
investments  more  tempting  than  eq- 
uities to  many  institutional  and  indi- 
vidual investors.  And  declining  stock 
prices  dampened  the  enthusiasm  of 
margin  buyers,  who  found  themselves 
paying  nearly  lO'^/c  per  annum  for  the 
privilege  of  watching  their  holdings 
sink  lower  and  lower. 

The  previous  Administration's 
preelection  flurry  of  expenditures,  to- 
gether with  the  Federal  Reserve's  si- 
multaneous easing  of  credit  controls 
and  money  supply,  has  resulted  in  a 
stronger  first-quarter  economy  than 
was  originally  anticipated.  Instead  of 
experiencing  a  slow-growth  or  no- 
growth  first  half  of  the  year,  it  now 
appears  that  it  will  be  the  second  and 
third  quarters  that  turn  in  the  poor 
GNP  results.  From  then  on,  chances 
are  that  some  kind  of  tax  package  will 
be  in  effect,  and  investors  will  be 
looking  forward  to  a  more  stable  and, 
hopefully,  more  profitable  1982.  With 
around  $90  billion  parked  in  money 


funds  at  the  moment — much  of  it  ear 
marked  to  go  into  the  stock  and  bom 
markets  at  the  drop  of  an  interesi 
rate — I  am  content  to  stay  with  tht 
stocks  I  like  and  ride  out  any  unpre 
dictable  storms  of  spring. 

Two  stocks  that  so  far  have  weath 
ered  well  ait  Dun  &  Bradstreet  (5,5)  anc 
Dow  fones  (62).  Both  companies  have 
gained  a  new  luster  by  falling  intc 
what  is  known  as  the  "information 
vending  industry,"  and  have  benefited 
by  the  use  of  computers  and  satellites 
for  the  collection,  processing  and  dis- 
tribution of  data.  Technology  ha^ 
helped  to  lower  the  information  sell- 
ers' costs  while,  at  the  same  time, 
broadening  the  demand  for  their  ser- 
vices. In  brief,  the  companies  are  ir 
the  right  place  at  the  right  time. 

Dun  Rr-'dstreet  is  a  principal  sup- 
plier in  providing  credit  information 
to  businesses.  Especially  strong  per- 
formances have  been  turned  in  by 
DunsDial,  an  on-line  telephone  credit 
information  service,  and  DunSprint,  a 
subscriber  terminal  credit  report 
printing  service.  The  company  is  in 
the  process  of  testing  several  new  in-) 
formation  services  like  Payment) 
Analysis  Report  (PAR)  and  DunsVueJ 
a  terminal  display  operation.  In  addi-^ 
tion,  Dun  ik  Bradsteet  publishes  the 
Yellow  Pages  and  Moody's  Investor's 
Services  and  is  the  owner  of  several! 
TV  stations.  The  company  reported! 
earnings  per  share  of  $3.68  for  1980,, 
up  from  $3.19  in  1979.  This  year  esti- 
mates range  from  $4.15  to  $4.50,  withi 
$5-plus  possible  in  1982. 

Dow  Jones  is  best  known  to  inves- 
tors as  the  publisher  of  Barron  's  and 
the  Wall  Street  founial .  To  a  "must" 
reader  of  the  latter,  the  increasing 
weight  of  the  paper  is  a  constant 
reminder  of  its  growth  in  advertising 
linage,  which  befits  the  nation's 
most  widely  read  newspaper  (circula- 
tion about  2  million — up  40'/<  from 
1970).  Dow  Jones  also  has  a  comput- 
erized news  retrieval  service  for 
homes  and  offices,  which  gives  it  a 
solid  footing  in  the  emerging  data- 
base publishing  industry.  And  recent- 
ly, Dow  Jones  announced  its  inten-l 
tion  to  enter  the  fast-growing  cable! 
television  industry  by  the  proposed, 
acquisition,  along  with  Kmght-Rid-j 
der,  of  UA  Columbia  Cablevision.  Fotj 
the  year  ended  December  1980,  Dow) 
Jones  reported  earnings  of  $3.79  peri 
share.  This  year  $4.20  seems  reason-i 
able  and  $5  per  share  a  good  guess  for; 
1982.  The  stock,  soon  to  split  2-for-I,; 
isn't  cheap  on  a  multiple  basis,  but, 
the  company's  up-tick  future  couldl 
justify  the  premium.  ■ 
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An  alternative  for  people  who  have  $2,500 
or  more  in  a  savings  account,  savings  certificate, 

or  certificate  of  deposit. 

The  Equitable 

\4oney  Market  Account 


irst — in  plain  English — 

at  is  a  money  market  account? 

,  money  market  account  is  an 
'stment  fund  in  which  you  partici- 
'  v/ith  many  other  investors.  Your 
dends  come  from  the  current  high 
rest  which  major  banks,  large  cor- 
itions,  and  the  federal  government 
when  they  borrow  from  the  money 
ket  to  meet  immediate  cash  needs. 
se  organizations  pay  higher  interest  to 
e  investors.  In  a  money  market  fund 
are  a  large  investor  because  your 
ley  is  pooled  with  others  to  get  the 
rates  available. 

lany  people  prefer  it  to 
ivings  account. 

1  a  bank  savings  account,  your 
cipal  is  insured  by  a  government 
icy,  of  course,  and  the  interest  rate  is 
d — fixed  currently  lower  than  today's 
ition  rate.  A  money  market  account's 
d  varies.  So  when  the  market  jumps, 
r  money  earns  more.  Recently,  mon- 
narket  yields  have  been  greater  than 
ibook  savings  bank  interest.  And 
le  we  can't  give  you  our  percentage 
juse  it  varies  day  to  day,  we  suggest 
you  call  our  toll-free  number  for  our 
pectus  and  more  information.  We 
k  you'll  be  surprised. 

ou  enjoy  check-writing  privileges 
instant  access  to  your  money. 

that's  more,  you  can  draw  checks 
500  or  more  against  this  interest- 
ing money.  We  give  you  checks.  So 


whenever  you  need  to  pay  a  big  bill  or 
take  advantage  of  an  investment  op- 
portunity, the  money  is  "at  your  finger- 
tips." The  difference,  of  course,  is  that 
your  money  is  working  for  you,  earning 
for  you,  right  up  to  the  minute  your 
money  market  check  clears. 

You  don't  tie  up  your  money 
as  you  would  with  a  certificate 
of  deposit. 

The  "fingertip"  advantage  is  something 
you  don't  have  when  you  purchase  a 
certificate  of  deposit.  You  see,  in  order  to 
earn  the  guaranteed  CD  (certificate  of 
deposit)  yield,  you  must  usually  commit 
your  money  for  six  months,  or  more! 
Withdraw  early  and  you  pay  a  sizable 
interest  penalty.  But  with  a  money  mar- 
ket account,  you  can  withdraw  your 
money  any  time  and  not  lose  a  penny  of 
interest  income. 

Your  portfolio  is  managed  by 
The  EQUITABLE  Life,  with  over  120 
years  of  investment  experience. 

When  you  invest  in  the  Equitable 
Money  Market  Account,  your  money 
goes  to  work  to  help  our  economy.  And  it 
is  managed  by  The  Equitable,  one  of  the 
largest  life  insurance  companies  in  the 
world — with  over  120  years  of  invest- 
ment experience.  Your  funds  are  used  in 
a  wide  range  of  low-risk,  high-interest 
securities  issued  or  guaranteed  by  the 
U.S.  government,  or  offered  by  billion- 
dollar  banks,  or  corporations  with  very 
high  credit  ratings. 


With  the  EQUITABLE  Money 
Market  Account,  you  never  pay 
sales  or  redemption  charges. 

There  is  only  a  nominal  fee  for 
nanaging  your  account,  which  is  paid  by 
he  fund.  Beyond  that  you  pay  nothing 
>xtra.  A  transaction  costs  you  nothing. 

You  pay  no  charges  when  you  invest.  No 

redemption  charge,  either. 

You  never  forfeit  interest. 
You  receive  dividends  on  demand. 

Dividends  accrue  for  you  every  day, 
right  up  to  the  day  of  redemption.  And 
they  compound  every  month,  with 
automatic  reinvestment.  Which  means 
you  not  only  earn  interest  income  on 
your  principal,  but  you  earn  interest  on 
your  interest. 

If  you  wish  to  use  your  monthly 
dividends  for  expenses,  just  tell  us.  We'll 
send  you  a  check  in  payment.  Or  if  you 
prefer,  you  can  authorize  us  to  reinvest 
the  dividends  in  your  account. 

All  these  reasons  explain  why  many 
investors  will  be  putting  their  money  into 
the  Equitable  Money  Market  Account. 
Call  or  write  for  our  Prospectus.  Read  all 
of  the  details  carefully.  Here's  our  toll- 
free  number,  or  iust  return  the  coupon. 

For  more  information  and  a 
Prospectus,  mail  this  coupon  or 
call  toll  free: 

800-345-8540. 

in  Pennsylvania,  call  toll  free 
1-800-662-5180. 


THE  Equitable 

MONEY  MARKET 
ACCOUNT 

Distributed  by  EQUICO  Securities,  Inc., 
a  wholly  owned  subsidiary  of  The  Equitable  Life 
Assurance  Society  of  the  United  States 


Equitable 


Name_ 


Address. 
City  


The  EQUITABLE  Money  Market  Account 
EQUICO  Securities,  Inc. 
3  Westchester  Plaza,  Elmsford,  NY  10523 
YES,  I  want  more  complete  information 
on  the  Equitable  Money  Market  Account, 
Inc.,  including  management  fees  and  other 
important  information.  Please  send  me  a 
Prospectus  so  that  I  may  read  it  carefully 
before  I  invest  or  send  money. 

iPlecisc  [jrinD 


-State. 


-Zip, 


Telephone  

(Area  code)  (Numbcri 
This  offering  mjy  not  yet  be  available  in  some  states 
Distributed  t)y  EQUICO  Securities,  Inc.,  a  wholly  owned  subsidiary 
lit  The  tquitaljle  Lite  Assurante  Society  of  the  United  Stales 
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Commodities 


The  continuing  stock  buildup  has  led  to  a 
dramatic  price  decline — one-third  of  the 
1977  level — the  lowest  since  mid- 197 6. 


AFLOAT  IN  COCOA 


By  Stanley  W.  Angrist 


Frequently  I  have 
recommended  pur- 
chasmg  a  commod- 
ity when  no  one  else 
wanted  it,  or  selhng 
when  everyone  else 
couldn't  get  enough 
of  It.  This  trading 
strategy  is  not  with- 
out its  risks  and,  of 
course,  must  be  im- 
plemented only  in  conjunction  with 
unmovable  stop-loss  orders.  Such  a 
strategy  has  caused  me  to  take  a  look 
at  cocoa. 

We  now  appear  to  be  in  the  fourth 
year  of  a  production  surplus,  as  the 
fifth  major  postwar  bear  cycle  contin- 
ues. Shearson  Loeb  Rhoades,  Inc.  esti- 
mates this  year's  output  at  1 .6  million 
metric  tons,  which  is  only  slightly 
below  the  world  record  1979-80  crop. 
The  estimate  for  this  year's  crop — as 
well  as  the  recent  annual  production 
and  consumption  figures  for  the  five 
major  producers — is  shown  in  the  ta- 
ble below. 

The  continuing  stock  buildup  has 
led  to  a  dramatic  price  decline  to  the 
lowest  levels  since  mid- 1976.  As  re- 
cently as  1977  the  New  York  cocoa 
contract  sold  for  as  high  as  $5,700  per 
metric  ton  ($2.40  per  pound).  Now 
prices  have  sunk  below  $1,900  per 
metric  ton  (86  cents  per  pound). 

It  is  not  easy  to  imitate  OPEC,  es- 
pecially if  the  commodity  involved  is 
not  an  absolute  necessity,  but  the  ma- 
jority of  the  cocoa  producers  have  cer- 
tainly tried.  It  is  especially  difficult  if 
the  leading  consuming  nation  (the 
U.S.)  and  the  leading  producing  na- 
tion (the  Ivory  Coast)  refuse  to  sign 
the  International  Cocoa  Agreement. 
The  agreement,  which  becomes  ef- 
fective in  April,  is  supposed  to  go 
into  effect  when  the  five-day  moving 

Stwiley  W  Angrist  is  a  professor  at  Carnegie- 
Mellon  (  iiirersity  and  the  author  of  Sen.sible 
.Speculating  in  Commodities. 


average  of  New  York  and  London 
futures  drops  below  $1.10  per  pound 
($2,42,5  per  metric  ton).  At  that 
time,  the  manager  of  the  buffer 
stock  would  start  to  buy.  If  the  price 
rises  to  $1.50  per  pound  ($.3,30.5  per 
ton)  the  manager  would  start  to  sell. 
Intervention  prices  are  to  be  adjusted 
up  or  down  depending  upon  the 
quantities  of  cocoa  bought  or  sold  in 
any  one  year. 

However,  without  the  U.S.  and  the 
Ivory  Coast  participating,  the  agree- 
ment is  likely  to  be  a  chocolate  tiger. 
The  intervention  price  that  the  agree- 
ment is  to  defend  is  substantially 
higher  than  the  world  market  price 
and  would  tend  to  inhibit  consump- 
tion, thus  doing  more  harm  than  good 
in  the  long  run.  Moreover,  given  the 
fact  that  the  buffer  fund  has  only  $230 
million,  the  manager  could  only  pur- 
chase 95,000  tons  at  $2,425  per  ton, 
which  IS  only  21%  of  the  Oct.  1,  1980 
carryover. 

Despite  falling  prices,  gnndings  and 
imports  have  declined,  and  these 
trends  are  expected  to  continue.  Also 
retarding  consumption  is  the  trend 
away  from  chocolates  toward  more 
health-related  snack  foods.  Per-capita 
consumption  in  the  U.S.  has  dropped 


by  25%  since  1972.  Consumption  i 
the  U.K.  has  also  fallen  every  ye. 
since  1976. 

Beginning  with  the  crop  year  ende 
in  1978,  carryover  stocks  have  ir 
creased  every  year;  indeed  Shearso 
estimates  ending  stocks  this  year  a 
552,000  metric  tons  (USDA  estimatt. 
580,000  metric  tons).  The  cndin 
stocks  in  1977  were  158,000  metri 
tons,  giving  rise  to  a  249%  increase  i: 
stocks  in  just  four  years. 

Even  with  all  this  bearish  news 
can  still  see  room  for  a  modest  Ion 
position.  I  believe  that  at  some  poin 
chocolate  producers  will  attempt  t' 
pass  on  the  effects  of  these  lower  cc 
coa  prices,  which  will  act  as  a  spur  ti 
consumption.  And  even  in  hard  eco 
nomic  times  lots  of  folks  will  indulg 
themselves  with  a  chocolate  bar,  evei 
if  they  can't  indulge  themselves  v/iti 
a  steak. 

Traders  who  can  withstand  the  oh 
vious  risk  might  try  a  long  position  ij 
the  May  contract  at  under  $2,000  pet 
ton.  I  would  risk  no  more  than  $101 
per  ton  from  my  entry  point  per  con| 
tract,  for  a  risk  of  $1,000.  I  woul 
shoot  for  a  $200-per-ton  profit  ($2,001 
per  contract).  The  margin  on  such 
position  would  be  about  $2,000,  whil| 
the  round-turn  commission  would  b 
about  $80. 

Another  way  of  trading  coco, 
would  be  a  spread  of  long  May  shor 
July,  with  the  luly  at  least  at  a  $75-pei 
ton  premium.  Full  carrying  charge 
should  be  about  $100  per  ton.  I  wouI( 
look  for  the  spread  to  narrow  by  aj 
least  $50  per  ton  ($500  per  spreadj 
And  I  would  risk  no  more  than  $2; 
per  ton  ($250  per  spread).  The  margh 
on  this  trade  would  be  about  $1,000 
with  a  round-turn  commission  o 
$100  or  so.  ■ 


Let  them  eat  chocolate 


Worldwide  cocoa  production  has  been  robust  in  recent  years, 
including  the  estimated  production  for  the  1980-81  crop  year. 
Alas,  consumption  has  failed  to  keep  up  with  production. 


-1980-81- 


Cocoa  producers 

1976-77 

1977-78 

1978-79 

1979-80 

USDA 
est 

Shearson 
est 

Brazil 

234 

283 

314 

294 

325 

330 

Ivory  Coast 

230 

304 

312 

355 

360 

340 

Ghana 

320 

268 

250 

295 

280 

275 

Cameroons 

82 

108 

106 

123 

120 

115 

Nigeria 

165 

205 

137 

170 

160 

175 

Five  leading 

producers 

1,031 

1,168 

1,119 

1,237 

1,245 

1,235 

Others 

309 

335 

362 

374 

388 

365 

Total  production 

1,340 

1,503 

1,481 

1,611 

1,633 

1,600 

Consumption 

1,361 

1,387 

1,426 

1,451 

1,480 

1,475 

Oct-  1  CD  Sept.  .se,is( 

;//  c-  Du(/iL\. 

/  SDA  and  SIxarsoit  Loeb  RlxMcles.  I?ic 
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2lpb  Wanger  believes,  as  John  Maynard 
?ynes  did,  that  it  is  the  gambling  spirit  that 
"teps  investing  from  being  too  dull 

A  "TOP  DOWN" 
SMART  FUND 


By  John  Train 


Ralph  Wanger  is 
one  of  the  saltier  ob- 
servers of  the  in- 
vestment scene.  He 
is  president  of  the 
Acorn  Fund,  a  no- 
load  based  in  Chica- 
go, run  by  Harris  As- 
sociates. A  "top- 
down"  investor, 
Wanger   seeks  out 


momic  trends  that  should  last  at 
St  a  decade,  then  buys  stock  in 
npanies  able  to  cash  in  on  those 
nds.  His  main  areas  of  interest  to- 
1  are  energy,  information  (in  which 
whimsically  includes  health  care), 
1  estate  and  finance, 
n  energy,  Wanger  bought  0/7  Securi- 
before  it  had  a  NASDAQ  symbol, 
e  company's  gas  properties  in  Cali- 
nia  produce  70%  to  80%  nitrogen, 
;ompanied  by  some  methane.  The 
thane  is  stripped  and  sold  to  a  util- 
.  The  nitrogen  is  under  3,000 
inds  of  pressure,  which  can  be  used 
iquefy  it  for  sale  to  oil  operators  for 
tiary  recovery. 

^^nother  tertiary  recovery  play  is 
duction  Operators  (the  former  Uni- 
pital),  whose  main  business  is  leas- 
computers  to  operators  of  gas 
ds.  However,  it  is  getting  into  car- 
1  dioxide  and  nitrogen  flooding 
hniques.  The  company  will  be  tak- 
over  gas  fields  to  operate  for  its 
n  benefit.  Unfortunately,  the  stock 
.  done  well  enough  so  that  it  now 
y  be  a  couple  of  years  ahead  of  the 
;iness. 

\twood  Oceanic^  is  a  marginal  off- 
•re  drilling  company,  m  the  low 
1,"  says  Wanger.  "One  of  these 
irs  it's  going  to  make  $10  a  share,  I 
)e,  and  more  than  double.  It's  al- 
ys  been  a  good  outfit  at  the  techni- 


i  Train  is  president  of  Train,  Smith,  Invest- 
<t  Counsel,  Neiv  York,  and  the  author  of 
;  Money  Masters  and  Dance  of  the 
ney  Bees. 


cal  level,  but  it  got  overleveraged, 
which  caused  it  quite  a  lot  of  trouble. 
A  possible  sequence  would  be  about 
$4  to  $5  earnings  in  its  1981  fiscal 
year,  then  $6  to  $8  in  1982,  then  $10 
some  time  later." 

As  to  health  care,  when  Wanger 
mentioned  National  Patent ,  I  asked: 
"But  is  it  a  business?  Can  it  actually 
make  money — cash?" 

"That's  the  conception,"  he  an- 
swered. "Maybe,  which  nobody  now 
believes,  it  is  a  real  company.  Should 
that  be  so,  the  market  will  respond. 
Today  it  does  possess  a  valid  soft-lens 
product,  which  it  can  manufacture  at 
low  cost.  So  far,  so  good.  If  it  can  also 
sell  the  lens,  it  may  be  all  right." 

But  can  Mr.  Jerome  Feldman  run  a 
business? 

"There's  no  proof  of  that  what- 
ever," Wanger  replied  cheerfully. 

Wanger  finds  Tampax,  in  the  high 
20s,  interesting,  with  the  withdraw- 
al of  Rely  from  the  market.  "How 
would  you  feel  if  you'd  been  trying 
to  compete  with  Procter  &  Gamble 
and  suddenly  read  that  they  were 
going  out  of  business?  Pretty  good!" 
Unless  there  is  a  lot  more  adverse 
medical  evidence,  Tampax  will  re- 
main the  favorite  of  millions  of 
women.  It  should  earn  $4.45  a  share 
in  1981,  which  at  $29  makes  it  at- 
tractively priced.  If  it  can  recover 
its  1979  profitability  on  good  vol- 
ume, it  will  do  very  well. 

In  his  next  area,  real  estate,  Wanger 
announced,  "I  have  a  real  mystery 
stock:  Cadillac  Fainnew,  which  I 
bought  in  the  mid-20s.  It's  a  Canadian 
company  that  has  been  moving  into 
the  States.  A  block  showed  up  and  I 
grabbed  it.  Since  that  time  I've  been 
trying  to  get  the  facts  on  the  com- 
pany, but  I've  been  able  to  discover 
almost  nothing  for  certain.  There's  a 
tight  old-boy  network  in  Canada, 
just  as  there  is  in  England,  so  that's 
how  you  have  to  find  out  about 
things.  But  the  broker  story  is  that  the 
breakup  value  of  Cadillac  Fairview  is 
in   the   $50-to-$60-per-sharc  range. 
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That  may  just  be  a  dream,  though! 

"The  company  develops  offices  and 
shopping  centers.  In  recent  years 
most  of  its  growth  has  been  in  the 
U.S.,  with  a  nice  mix  of  mature  prop- 
erties and  development  prospects.  It 
seems  to  follow  the  Canadian  model 
of  having  less  mortgage  debt  on  spe- 
cific properties  and  more  at  the  corpo- 
rate level  than  is  customary  here." 

As  for  the  financial  sector.  Acorn 
Fund  owns  a  spread  of  regional  banks. 
That,  says  Wanger,  has  attracted  ad- 
verse comments  from  his  sharehold- 
ers, which  makes  him  feel  comfort- 
able about  the  group.  "It  may  not 
make  much  difference  what  bank  you 
buy:  They  are  a  homogeneous  group, 
quite  efficiently  priced.  There  are"'a  lot 
of  good  bargains  among  them,  at  80% 
of  book  value  and  5  to  6  times  earn- 
ings per  share.  How  is  one  going  to  go 
wrong  on  that? 

"The  market  today  is  paying  what 
you  might  call  an  entertainment  tax," 
Wanger  adds.  He  means,  of  course, 
that  there  is  a  premium  on  stocks 
with  a  story,  while  stocks  that  are 
"boring"  sell  at  a  discount.  Says 
Wanger:  "The  gambling  spirit,  as 
Keynes  said,  is  what  keeps  investing 
from  being  too  dull."  In  Keynes' 
words:  "The  game  of  professional  in- 
vestment is  intolerably  boring  and 
overexacting  to  anyone  who  is  entire- 
ly exempt  from  the  gambling  instinct; 
whilst  he  who  has  it  must  pay  to  this 
propensity  the  appropriate  toll." 

And  the  outlook? 

"God  bless  Granville,"  says 
Wanger.  "He's  a  real  old-time  snake- 
oil  salesman.  Anyway,  thanks  to  him 
some  values  have  been  created.  But 
it's  still  a  tougher  market  than  it  used 
to  be.  Since  one  is  not  being  compen- 
sated for  assuming  extra  risk,  one  has 
all  the  more  reason  to  look  for  low- 
risk  investments.  Overall,  the  market 
seems  reasonably  priced.  You  can  buy 
it  at  900  and  sell  it  at  1000." 

I  observed  that  the  Granville  phe- 
nomenon resembled  the  Walter  Win- 
chell  surprises  in  the  old  days.  That 
now-deceased  sage  would  occasional- 
ly give  a  tremendous  plug  to  a  stock 
on  his  radio  program.  The  retail  buy- 
ers would  plunge  in  on  Monday  morn- 
ing. The  stock  would  not  open  until 
late  afternoon,  up  40%,  where  the 
specialists  and  professionals  would 
short  it  massively.  In  the  next  few 
days  it  would  slowly  trickle  back  to 
where  Winchell  had  touted  it,  and  the 
specialists  and  professionals  would 
take  several  million  dollars  out  of  the 
market  at  the  expense  of  the  avid 
listeners.  ■ 
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It  is  now  clear  that  the  Fed,  like  the 
Supreme  Court,  reads  the  election  returns. 

THE  YEAR 
THE  BUBBLE  BURSTS 


By  Ashby  Bladen 


The  reasons  for  ex- 
pecting that  this 
year's  developing 
credit  crunch  will 
end  in  a  full-blown 
financial  crisis  are 
piling  up  rapidly. 

Why  should  this 
be  the  year  in  which 
a  crisis  finally  devel- 
ops? After  all,  as 
readers  of  my  book  know,  I  believe 
that  the  trend  toward  crisis  has  been 
running  for  20  years.  The  initial  desta- 
bilizing event  was  the  New  Econom- 
ics of  the  Kennedy  Administration. 
The  New  Economists,  who  were  very 
bright  but  not  very  wise,  did  not  un- 
derstand that  prudence  with  respect 
to  borrowing  and  lending  is  essential 
to  the  stability  of  our  financial  sys- 
tem. By  promising  to  stabilize  the  real 
economy  more  thoroughly  than  was 
really  possible  in  practice,  they  unin- 
tentionally sabotaged  financial  pru- 
dence. That  set  the  stage  first  for  a 
highly  inflationary  overexpansion  of 
credit,  and  second  for  stop/go  condi- 
tions in  the  real  economy  as  the  Fed 
attempted  to  combat  the  excessive 
rate  of  debt  formation  through  a  series 
of  credit  crunches.  None  of  the  earlier 
crunches  quite  reached  crisis  propor- 
tions, although  the  one  in  1969-70 
certainly  came  close.  Why  do  I  believe 
that  this  credit  crunch,  the  fifth  in  15 
years,  will- 
First,  there  is  evidence  that  at  the 
very  least  we  are  headed  for  a  crunch. 
In  my  Mar.  2  column  I  told  you  that 
the  most  meaningful  of  the  money 
supply  statistics  is  the  monetary  base, 
which  measures  the  rate  of  growth  of 
Federal  Reserve  credit.  It  is  now  clear 
that  the  Fed,  like  the  Supreme  Court, 
reads  the  election  returns:  Since  No- 

Ashby  Bladen  Ls  senior  rice  president-invest- 
ments for  the  Cinarciian  Life  Insurance  Co.  of 
America,  and  autlxyr  of  How  to  Cope  with  the 
Developing  Financial  Crisis. 


vember  the  monetary  base  has 
stopped  growing.  But  the  rest  of  us 
have  not  stopped  borrowing,  and  so  a 
collision  is  imminent. 

There  are  good  reasons  why  credit 
crunches  tend  to  become  progressive- 
ly more  severe.  Every  time  the  Fed 
pushes  the  financial  system  to  the 
brink  of  crisis  and  then  relaxes,  the 
confidence  that  it  will  not  be  pushed 
over  the  brink  is  reinforced;  and  the 
next  time  the  Fed  has  to  push  even 
harder  to  accomplish  the  desired  re- 
duction in  the  rate  of  debt  formation. 
As  this  process  goes  on,  the  borrowers 
and  lenders  who  are  able  to  escape 
from  the  squeeze  do  so;  with  the  re- 
sult that  the  squeeze  upon  those  that 
remain  must  be  that  much  tighter.  In 
1966  the  squeeze  was  mainly  on  the 
commercial  banks.  Today  the  banks 
make  floating-rate  loans  for  the  most 
part,  so  they  can  afford  to  pay  what- 
ever rate  of  interest  is  required  to  hold 
on  to  their  deposits.  (But,  the  ability 
of  the  banks'  borrowers  to  pay  the 
rates  is  another  and  more  ominous 
story.)  That  leaves  the  thrift  institu- 
tions and  the  life  insurance  compa- 
nies to  bear  the  full  brunt  of  this  year's 
credit  crunch. 

Second,  the  longer  the  overexpan- 
sion of  credit  goes  on,  the  weaker  and 
more  exposed  to  a  crisis  our  entire 
financial  system  becomes.  For  statis- 
tical documentation  of  this  point,  I 
recommend  Alexander  Paris'  current 
book.  The  Coming  Credit  Collapse. 

Third,  my  inquiries  about  the  atti- 
tudes of  President  Reagan's  key  finan- 
cial policymakers  lead  me  to  believe 
at  least  some  of  them  understand  that 
inflation  cannot  be  controlled  without 
a  crisis  that  restores  prudence,  with 
respect  to  financial  behavior,  by  in- 
flicting bankruptcy  and  painful  losses 
upon  the  most  overexposed  borrowers 
and  lenders.  This  Administration  is 
unlikely  to  panic  and  pressure  the  Fed 
to  flood  the  economy  with  additional 
credit  the  first  time  that  a  borrower 
whose  insolvency  would  cause  unem- 
ployment goes  bust. 
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Fourth,  the  most  basic  view  of  the 
lew  Administration  is  that  the  na- 
ion's  problems  can  only  be  solved  in 
he  context  of  rapid  economic 
;rowth,  which,  therefore,  must  be 
ichieved  at  any  cost.  I  pointed  out  in 
he  Aug.  18  issue  that  that  was  also 
he  view  of  the  Heath  government  in 
Britain,  which  ended  in  an  inflation- 
ry  disaster.  Like  most  conservative 
conomists  and  financial  types,  I  be- 
ieve  strongly  in  growth,  but  not  at 
he  cost  of  serious  inflation. 

In  the  Jan.  19  issue  I  said  that 
he  Kemp-Stockman  memorandum  to 
'resident-elect  Reagan  was  a  brilliant 
ttempt  to  reconcile  the  positions  of 
he  Lafferite  tax  cutters  and  the  con- 
ervative  budget  balancers.  The  bold- 
less  of  their  recommendations  must 
e  admired,  but  there  is  the  risk  that 
axes  may  be  cut  without  a  simulta- 
eous  and  credible  commitment  to 
ffsetting  expenditure  reductions, 
oliticians  will  obviously  find  it  easier 
3  cut  taxes  than  to  cut  expenditures, 
ut  most  of  the  competent  financial 
conomists  in  Wall  Street  have  al- 
eady  predicted  a  crisis  if  the  two  are 
ot  accomplished  together. 

A  financial  crisis  does  not  necessar- 
y  involve  a  depression,  although  the 
Dnger  the  inflationary  overexpansion 
f  debt  saps  the  remaining  strength  of 
ur  financial  system,  the  greater  the 
sk  becomes.  President  Reagan  is  rec- 
mmending  a  substantial  increase  in 
efense  spending  that  would  go  a  long 
'ay  coward  maintaining  production 
nd  employment  even  in  the  face  of 
□nsiderable  financial  turmoil. 

One  area  in  which  a  financial  crisis 
'ill  either  develop  or  be  narrowly 
I'erted  in  the  very  near  future  is  elec- 
ic  utility  financing.  The  bankers  for 
letropolitan  Edison  Co.,  the  operator 
id  50%  owner  of  the  crippled  Three 
lile  Island  nuclear  generating  plant, 
ave  already  asked  the  Pennsylvania 
ublic  Utilities  Commission  to  speed 
p  its  decision  on  a  $76.5  million  rate 
icrease  requested  by  the  utility.  The 
inks  have  indicated  that  unless  the 
ammission  grants  a  satisfactory  rate 
icrease  they  will  not  lend  the  com- 
iny  the  money  it  needs  to  pay  its 
pr.  15  state  taxes.  In  that  case,  Met- 
)politan  Edison  presumably  will  be- 
)me  the  first  operating  electric  util- 
y  in  the  U.S.  to  go  bankrupt.  Since 
;veral  other  utilities  are  currently 
rge  borrowers  at  short  term  to  fi- 
ance plant  construction,  the  market 
npact  of  a  bankruptcy  would  be  sc- 
ire. More  about  utilities  anon. 
And,  finally,  the  Chrysler  situation 
:)w  looks  absolutely  hopeless.  ■ 
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SOME  SERIOUS  NOTES 
ON  MOVING. 

By  Victor  Borge 

When  you  move,  make  sure  your  mail  arrives  at 
your  new  address  right  after  you  do. 

The  key  is  this:  Notify  everyone  who  regularly 
sends  you  mail  one  full  month  before  you  move. 
One  last  serious  note.  Use  your  new  ZIP  Code. 


Don't  make  your  mail  come  looking  for  you. 
Notify  everyone  a  month  before  you  move. 


©USPS  1980 


mBES,  MARCH  16,  1981 


183 


The  Contrarian 


WHY YOU 


MAKE  A 
CORPORATE 
CONTRIBU- 
TION TO 
THE  AD 
COUNCIL 


The  Advertising  Council  is  the  biggest 
advertiser  in  the  world.  Last  year,  with 
the  cooperation  of  all  media,  the  Coun- 
cil placed  almost  six  hundred  million 
dollars  of  public  service  advertising. 
Yet  its  total  operating  expense  budget 
was  only  $1,052,000,  which  makes  its 
advertising  programs  one  of  America's 
greatest  bargains ...  for  every  $1  cash 
outlay  the  Council  is  generating  over 
$600  of  advertising. 

U.S.  business  and  associated  groups 
contributed  the  dollars  the  Ad  Council 
needs  to  create  and  manage  this 
remarkable  program.  Advertisers,  ad- 
vertising agencies,  and  the  media 
contributed  the  space  and  time. 

Your  company  can  play  a  role.  If  you 
believe  in  supporting  public  service 
efforts  to  help  meet  the  challenges 
which  face  our  nation  today,  then  your 
company  can  do  as  many  hundreds  of 
others— large  and  small— have  done. 
You  can  make  a  tax-deductible  con- 
tribution to  the  Advertising  Council. 

At  the  very  least  you  can,  quite  easily, 
find  out  more  about  how  the  Council 
works  and  what  it  does.  Simply  write  to: 
Robert  P.  Keim,  President,  The  Adver- 
tising Council,  Inc.,  825  Third  Avenue, 
New  York,  New  York  10022. 
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Too  much  money  chasing  too  few  goods— 
or,  more  likely,  too  many  economists  chas- 
ing too  few  new  ideas? 

AN  INTERNATIONAL 
PRICE  SPIRAL 


By  David  Dreman 


An  understanding 
of  the  nature  of  cur- 
rent inflation,  I  sus- 
pect, will  prove  to 
be  one  of  the  keys  to 
making  money  in 
markets  in  the 
months  ahead. 

The  new  inflation 
and  its  roots  puzzle 
even  the  experts.  As 
Murray  L.  Weidenbaum,  chairman  of 
I^resident  Reagan's  Council  of  Eco- 
nomic Advisers,  recently  comment- 
ed: "What  is  unicjue  today  is  the  com- 
bination of  sustained  unemployment 
and  sustained  inflation." 

It  is  also  apparent  that  the  quick 
fixes  taken  from  other  simpler  times 
are  impotent  in  today's  complex 
economy.  Take  the  lesson  learned 
from  inflation  in  16th-century  Spain 
and  England.  At  that  time  the  mass 
inflow  of  plundered  gold  from  the  Inca 
and  Aztec  empires  proved  far  too 
great  for  the  primitive  productive  ca- 
pacity of  those  countries,  and  prices 
rose  over  three-hundredfold  in  a  cen- 
tury. Hence  the  phrase  "too  much 
money  (gold)  chasing  too  few 
goods" — a  term  that  has  become  cen- 
tral to  Federal  Reserve  inflation-fight- 
ing policies  today. 

It  leads  to  the  conclusion  that  the 
money  supply  should  be  tightened  and 
interest  rates  hiked,  slowing  down 
spending  and  causing  higher  unem- 
ployment. On  the  positive  side,  the 
better  balance  between  goods  and 
available  spending  power  will  dampen 
inflationary  fires. 

The  only  problem  with  this  scenar- 
io is  that  it  has  not  worked.  In  the  six 
postwar  declines,  the  rate  of  inflation, 
as  measured  by  the  GNP  deflator,  did 
not  go  down  noticeably  during  the 

David  Dremau  is  nuiuagiiig  director  of  Dre- 
nuiit,  Gray  &  King,  lnreslnieiii  Counsel,  A'eir 
)'urk,  and  autLnr  of  Q)nirarian  Investment 
Strategy  rt/if/  Psycliology  and  tlie  Stock  Market. 


period  of  recession.  Rather  than  too 
much  money  chasing  too  few  goods, 
prices  were  actually  increasing  as  em- 
ployment and  production  fell.  The 
outcome — stagflation  in  the  late  Six- 
ties and  early  Seventies  and  slumpfla- 
tion in  more  recent  years.  In  the 
words  of  another  expert.  Lord  Kaldor, 
a  past  president  of  Bntam's  Royal 
Economic  Society,  a  situation  "totally 
unprecedented." 

This  stark  experience  is  being 
played  out  again  in  Britain  today, 
where  high  interest  rates  and  tight 
money  have  caused  the  worst  eco- 
nomic slump  and  the  highest  unem- 
ployment since  the  Great  Depression. 

Ominously,  the  same  pattern  is 
emerging  in  this  country.  Dozens  of 
industries  are  operating  well  below  ca- 
pacity, while  millions  more  workers 
are  available  than  iobs.  Too  much 
money  chasing  too  few  goods?  More 
likely,  too  many  economists  chasing 
too  few  ideas. 

Trouble  is,  economies,  if  not  econo- 
mists, have  changed  more  than  a  little 
from  the  16th  century.  Specifically, 
there  are  factors  affecting  the  infla- 
tionary equation  today  that  are  out- 
side the  bounds  of  traditional  fiscal 
and  monetary  solutions.  Take  oil,  for 
example.  True,  imports  themselves 
are  a  small  part  of  our  inflationary 
problem.  But  when  one  adds  to  this 
the  rising  cost  of  domestic  oil  and  gas, 
and  the  indirect  costs  of  oil-price 
hikes  in  thousands  of  products  filter- 
ing into  the  system — from  food  to  air- 
plane tickets  to  electricity  to  plas- 
tics— the  cost  IS  manyfold  higher. 

Or  take  agricultural  products.  When 
we  disposed  of  much  of  our  wheat 
surplus  to  the  Soviets  in  the  early 
1970s,  removing  the  large  overhang, 
increasing  worldwide  demand  sky- 
rocketed prices  thereafter.  Point:  The 
price  of  these  and  dozens  of  other 
commodities — diamonds,  bauxite, 
uranium,  you  name  it — are  set  to  a 
significant  extent  in  world  rather 
than  in  U.S.  markets  alone. 

Thus,  there  are  major  inflationary' 
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forces  filtering  into  the  U.S.  economy 
today  from  abroad  that  were  not  near- 
ly as  powerful  in  the  less  industrial- 
ized world  of  20  or  30  years  back. 
Whether  monetary  policy  is  easier  or 
tighter,  much  of  this  imported  infla- 
tion cannot  be  kept  out.  The  problem 
is  exacerbated  by  pressure  for  catch- 
up wage  boosts,  indexed  transfer  pay- 
ments and  rising  manufacturer's  sell- 
ing prices  at  home.  In  sum,  we  are 
victims  of  an  international,  as  well  as 
1  domestic,  inflationary  spiral. 

Balanced  budgets  and  slashing  of 
government  spending,  if  they  can  be 
realized,  will  be  very  helpful,  but  they 
ilone  cannot  solve  the  problem. 

Jamming  the  monetary  brakes  to 
:he  floor  may  stop  the  spiral — but  like 
1  car  speeding  along  an  icy  road,  the 
autcome  could  be  disastrous.  To  break 
nflation,  the  cost  might  be  a  1930s- 
:ype  worldwide  depression,  with 
iC/f-plus  unemployment.  Some  fix! 

Given  this  milieu,  I  would  continue 
:o  favor  common  stocks.  Corporate 
\merica  has  learned  to  live  with  infla- 
ion  and,  in  fact,  earnings  of  the 
>&P's  500,  through  the  1970s,  grew  at 
ibout  a  50%  faster  rate  than  increas- 
ng  prices.  Many  low-P/E  stocks  trade 
It  a  discount  from  book,  itself  only  a 
taction  of  real  market  value. 

Two  mining  companies  look  attrac- 
ive.  The  first,  Phelps  Dodge,  is  the 
lation's  second  largest  copper  produc- 
;r.  With  the  recent  commodity  break, 
:opper  has  dropped  from  a  high  of 
learly  $1.30  a  pound  to  its  current 
)rice  of  around  80  cents.  With  an  eco- 
lomic  pickup,  reasonably  balanced 
nventories  because  of  strikes  and 
imited  expansion  of  capacity,  copper 
)rices  could  again  move  sharply  high- 
;r.  The  stock,  at  34,  is  priced  at  a  30% 
liscount  from  book  and  trades  at  8 
imes  depressed  1980  earnings  of 
;4.50  a  share,  yielding  4.8%.  The  oth- 
;r  is  giant  Engelhard  Minerals,  the 
vorld's  largest  marketer  of  metals, 
ninerals,  fertilizers  and  ores.  Earn- 
ngs  for  both  the  past  five  and  ten 
'ears  have  grown  at  about  20%  annu- 
:lly.  Income,  temporarily  down  be- 
;ause  of  falling  metal  prices,  should 
gain  show  favorable  comparisons  by 
he  final  quarter.  The  stock  has  tum- 
iled  from  a  high  of  64  to  44,  where  it 
rades  at  5  times  earnings. 

I  do  think  the  economic  environ- 
nent  has  changed  for  good.  But 
hange  does  not  spell  doom,  despite 
he  dire  warnings  of  the  legions  of 
"hicken  Littles.  Given  the  choice  of 
ans  of  beans  or  cheap  common 
tocks,  I'll  continue  to  invest  in  the 
atter.  ■ 


Don't  just  lie  there. 


The  Rowe  Price  Tax-Free  Income  Fund  can 

help  you  get  out  from  under. 

•  Tkx-Free— no  income  tax  for  the  IRS*. 


Rowe  Price  Tkx-Free  Income  Fund,  Inc. 

1      100  E.  Pratt  St.  Baltimore,  Maryland  21202 


•  No- Load— no  sales  charge  or  redemption  fee.  i  Name. 

•  Prompt  Liquidity  —  just  call  free  or  write      |  Addres 
a  check. 

•  Low  Minimum— as  little  as  $1,000. 

•  Easy  To  Purchase— send  coupon  or  ral 
toll  free  1-800-638-5660.  In  Md. 
1-800-492-1976.  In  Balto.  547-2308. 


I  City- 

I 

I   Stale  - 


-  Zip  - 


I  For  more  complete  information,  including  management 
fee  and  other  charges  and  expenses,  obtain  a  prospectus. 
Read  it  carefully  before  you  invest.  'Income  may  be 
subject  to  state  and  local  taxes.  /?6 


Take  the  plunge 


into  the  Pooled  Income  Fund  of  the 
American  Cancer  Society. 

When  you  participate  in  the  Fund, 
you  earn  an  income  for  yourself 
and/or  your  beneficiaries .  .  .  you 
receive  tax  advantages  now  .  .  .  and 
you  help  the  American  Cancer 
Society  in  the  fight  against  cancer. 

In  1978  alone,  the  A.C.S.  made 
research  grants  of  more  than  $35 
million. 

$22!4  million  was  spent  in  1978  to 
teach  people  to  recognize  the  seven 


I 


warning  signals  of  cancer  and  the 
importance  of  early  diagnosis  and 
treatment. 

The  Society  is  also  devoting  time  and 
money  to'  improve  the  quality  of  life 
of  cancer  patients  and  to  teach  them 
how  to  cope  with  day-to-day  living. 

For  further  information,  call  your 
local  ACS  Unit  or  write  to  the 
Crusade  Department  of  the 
American  Cancer  Society,  777  Third 
Avenue,  New  York,  N,Y.  10017. 

american  cancer  society 
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Both  fundamental  and  technical  analysis 
are  out;  macroeconomics  is  in.  Good-bye 
to  clear-cut  trends  in  the  market. 

CHARTISTS  AND 
DARTISTS 


By  Srully  Blotnick 


"Charts  are  impor- 
tant to  me,"  said 
Lester.  "They  are 
the  main  tool  I  use 
to  decide  whether  to 
buy  or  sell  a  stock." 

"Earnings  are  my 
chief  criterion," 
said  Warren.  "If  the 
company's  earnings 
per  share  are  in- 
creasmg — or  soon  will  be — I'm  inter- 
ested. Otherwise,  I'm  not." 

Technical  and  fundamental  analysis 
have  been  around  for  decades,  and 
they  have  divided  the  investors  I  sur- 
vey right  from  the  start.  In  the  late 
Fifties,  those  investors  who  carefully 
pored  over  balance  sheets  and  income 
statements  wanted  no  part  of  charts. 
As  they  put  it:  "If  the  firm  does  well, 
sooner  or  later  the  stock  will." 

On  the  other  hand,  the  technical 
types  claimed  that  the  company's  fi- 
nancial data  were  irrelevant.  "All  that 
stuff  is  already  reflected  in  the  chart," 
they  would  say  with  an  offhandedness 
often  bordering  on  arrogance. 

Typically,  neither  side  had  much 
use  for  the  other.  "All  that  work  on 
charts  is  a  waste  of  time."  Or:  "Why 
bother  reading  financial  statements 
when  the  charts  tell  it  all?" 

Until  recently  there  were  1,100  in- 
vestors in  my  sample  (there  are  almost 
twice  that  many  now).  About  24% — 
266 — have  traditionally  considered 
themselves  technicians.  A  larger  num- 
ber, 351  (32%),  were  used  to  thinking 
of  themselves  as  fundamentalists. 

The  largest  group,  404  (37%),  felt 
strongly  affiliated  with  neither  camp, 
but  was  receptive  to  the  buy-and-sell 
recommendations  that  both  issue  at 
times.  "Each  approach  has  something 
to  offer,"  said  a  57-year-old  electrical 

Dr  Srully  Blotnick  /Iv  a  practicing  ps\'cljologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  VC  inning;  Tlie  P.sycholog\'  of  Successful 
Investing. 


engineer,  "and  I  try  to  combine  the 
two  techniques  to  come  up  with  the 
one  that's  best  for  me." 

In  any  event,  the  tension  between 
the  believers  of  technical  versus  fun- 
damental analysis  was  recently  re- 
solved. And  It  happened  in  a  rather 
surprising  manner.  There  have  been 
wholesale  desertions  from  both 
camps.  As  a  result,  the  number  of 
people  who  firmly  back  either  side 
has  dwindled  by  more  than  half.  The 
long-standing  conflict,  it  would  ap- 
pear, is  ending  with  a  whimper. 

"Why?"  we  asked  the  technicians 
who'd  lost  interest. 

"I  haven't  found  charts  to  be  of 
much  use  lately,"  they  replied.  "The 
signs  are  confusing.  A  sell  signal  is 
flashed,  and  the  maTket  doesn't  subse- 
quently go  to  hell  in  a  handbag.  A  buy 
signal  is  seen,  and  the  market  does 
nothing  very  different  from  what  it 
was  doing  all  along.  I'm  losing  faith." 

"Why  have  you  lost  interest?"  we 
asked  the  ex-fundamentalists. 

"I  didn't  really  leave,  I  got  booted 
out,"  they  replied.  "The  numbers  on 
the  financial  statements  no  longer 
mean  what  they  used  to.  I  do  the  same 
kinds  of  arithmetic  as  before,  but  they 
don't  produce  any  payoff  in  the  mar- 
ket. The  guidelines  no  longer  guide. 
As  far  as  I'm  concerned,  the  useful- 
ness of  the  entire  approach  has  been 
called  into  question." 

What  has  replaced  the  traditional 
ways  of  analyzing  companies,  stocks 
and  the  market  as  a  whole?  Some- 
thing had  to.  Investors  couldn't  face 
so  bewildering  an  array  of  financial 
data  unarmed. 

What  the  majority  are  now  using  is 
a  general  economic  outlook.  Having 
retreated  from  both  fundamental  and 
technical  analysis,  they've  gone  to 
scrutinizing  present  and  projected  i 
economic  data.  ' 

What  relevance  does  that  have  to 
you?  If  you  believed  in  the  technical 
or  fundamental  approach  to  the  mar- 
ket— or  both  approaches  used  in  com- 
bination— you  regularly  received  clear 


buy  and  sell  signals  generated  by  tl 
approach.  That  didn't  mean  they  wc 
always  right.  In  fact,  they  were  usua 
wrong.  But  there  they  were,  for 
true  believers  of  that  particular  pi 
suasion  to  follow. 

That  won't  be  so  when  investc 
attempt  to  read  the  macroeconotn 
tea  leaves.  As  anyone  who  has  doi 
this  for  a  period  of  years  will  tell  ycj 
the  economy  very  rarely  "flashes'l 
buy  or  sell  signal.  Quite  the  reveri 
every  piece  of  good  news  released 
soon  followed  by  one  that  is  bad. 

The  technical  and  fundamental  < 
proaches  were  useful  precisely  1 
cause  they  ignored  so  much  econon 
reality.  Their  simplistic  focus  pi 
duced  "stop"  and  "go"  signals.  A 
that  was  their  real  utility  all  along. 

What's  the  outlook,  then,  with 
many  investors  concentrating  on  t 
general  economy — which  doesn't  gi 
signals?  A  fitful  and  halting  perf( 
mance.  Of  course,  that  won't  both 
Alan.  He  belongs  to  the  7%  in  r 
sample  that  never  believed  in  the  tec 
nical  or  the  fundamental  approaa 
Alan's  a  dartist,  not  a  chartist.  Says  b 
"Whenever  I'm  in  the  mood  to  bu> 
stock,  I  throw  a  dart  at  the  listings  | 
my  newspaper  hanging  on  the  wa 
andi  oi/d,  I  know  which  to  buy." 

If  that  seems  like  a  frivolous 
proach  to  you,  keep  this  in  mini 
Many  investors'  methods  of  selectio 
have   long   been   as  haphazard 
Alan's,  but  they  haven't  been  aware 
it.  The  logic  of  the  system  they  we 
using — whether  it  was  technical 
fundamental    in    its  orientation] 
blinded  them.  It  gave  them  the  feelii 
that  their  investment  decisions  we 
rational,  instead  of  random. 

However,  as  it  turns  out,  they 
been  going  on  faith  derived  from 
personal  proclivity,  rather  than  tl 
evidence.  The  decisions  had  been  n 
tional  only  in  terms  of  the  system,  ri' 
reality.  Neither  approach  worked  co: 
sistently,  as  advertised,  to  produce; 
predictable  payoff. 

The  breakdown  in  belief  in  boi 
systems  merely  renders  the  randon 
ness  more  conscious.  Now  investc 
are  aware  that  they're  on  their  ow 
making  buy-and-sell  decisions  on  tl 
basis  of  private  whim. 

In  short,  using  macroeconomics  i 
guide  your  investment  actions  is  th 
same  as  throwing  darts.  However,  i 
the  long  run  one  is  much  more  expei 
sive  than  the  other:  Good  charts  co 
hundreds  of  dollars  per  year,  ar 
quickly  become  outdated.  Darts  a: 
cheap,  and  can  be  reused.  Buy  on 
and  you're  in  business  forever.  ■ 
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RISK  IS  THE  PRICE 
YOU  PAY  FOR  OPPORTUNITY 


In  Samuel  Adams  time.  In  today's  age 
of  Financial  Futures. 

From  the  Boston  Tea  Party  to  the  end  of  the 
American  Revolution,  none  of  the  patriots 
knew  how  successful  they  would  be.  They 
did  know  there  was  risk.  Obviously,  they  felt 
the  opportunity  for  independence  justified 
the  risk.  And  they  were  right. 

That  same  willingness  to  take  pru- 
dent risk  in  the  pursuit  of  large  opportunity 
explains  the  record-breaking  trading  in 
the  Chicago  Board  of  Trade  GNMA  and 
T-Bond*  Futures.  Two  contracts  dependent 
upon  the  movement  of  interest  rates. 

And  it's  easy  to  understand  why.  First, 
volatile  interest  rate  movement  is  now  part 
of  life.  Second,  high  leverage  means  that  a 


small  interest  rate  movement  can  have 
dramatic  financial  impact.  Finally,  the 
unmatched  liquidity  of  the  world's  leading 
and  largest  Futures  exchange  makes  it 
easier  to  establish  or  close-out  a  position. 
And  that's  all-important  in  carrying  out  a 
well  thought-out  plan. 

It's  a  proven  concept.  One  that  offers 
tremendous  opportunity  to  the  individual 
with  adequate  venture  capital. 

'  Futures  contracts  in  U.S.  Govern- 
ment debt  are  not  obligations  of  the  U.S. 
Treasury  Department. 

For  our  Information  package  Call  800/621-4641. 

In  Illinois  800/572-4217.  Or  ask  your  broker. 

Or  write  to  our  Marketing  Department. 


§1  Chicago  Board  of  Trade 

141  W.  Jackson  Blvd.,  Chicago,  IL  60604 
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Despite  discounts,  empty  seats  and  rising  fuel 
prices,  airline  stocks  have  been  climbing.  Are 
the  gains  real — or  just  a  temporary  updraft? 


Buy  now, 
fly  later 


By  Beth  Brophy 

WHY  ARE  INVESTORS  loading  up  on 
airline  stocks?  Shouldn't  dis- 
count coupons  and  cut-rate 
fares  ground  profits?  Won't  oil  decontrol 
send  fuel  costs  soaring?  Aren't  pilots  go- 
ing to  get  another  big  pay  boost — and 
maybe  work  less,  too — under  the  new 
contract?  Won't  the  recession  cut  traffic 
while  nonunion  upstarts  steal  business 
from  established  carriers? 

Still,  somebody's  buying.  Since  lanu- 
ary,  share  prices  of  American  and  United 
have  risen  23%.  Northwest  is  up  15%; 
Delta,  10%.  In  addition.  Standard  & 
Poor's  Air  Transport  Index  soared  by 
20%  over  the  same  period.  "Yes,  the 
losses  are  still  there,  the  traffic  is  still  bad 
and  press  reports  say  the  airlines  are  in 
trouble,"  says  David  Campbell  of  Wheat, 
First  Securities.  "But  you  should  defi- 
nitely buy  now." 

Optimism  from  Campbell  and  other 
professionals  comes  largely  because  the 
industry's  operating  costs  for  the  fourth 
quarter  of  1980  were  well  below  expecta- 
tions. At  United,  for  example,  they  in- 
creased by  just  2% — not  the  10%  ana- 
lysts were  predicting.  Thus,  the  belief 
that  some  carriers  at  least  are  learning  to 
live  with  deregulation. 

Managements  everywhere  have 
trimmed  unprofitable  routes,  grounded 
planes  and  laid  off  workers.  As  a  result — 
even  with  declining  traffic — revenues 
may  grow  faster  than  operating  costs. 
'Teople  used  to  think  that  profits  were 
figured  on  traffic,  but  lately  rate  in- 
creases have  been  so  generous — 20%  in 
some  cases — that  revenues  have  gone  up 
with  fares,"  says  Robert  Joedicke,  airline 
analyst  at  Lehman  Brothers. 

"As  a  group,  airline  stocks  are  substan- 
tially undervalued  and  should  be  sharply 
higher  in  the  next  6  to  12  months," 
predicts  Marc  Klee,  portfolio  manager  of 
the  $90  million  National  Aviation 
Technology  Fund.  He  uses  United,  the 
largest  domestic  carrier,  as  a  bellwether. 


"It's  still  cheap,"  Klee  explains.  "Even 
though  it's  up  50%  from  its  1980  low,  it's 
half  the  price  of  its  October  1978  peak." 

The  rosier-than-expected  fourth-quar- 
ter earnings  at  two  key  carriers  sparked 
much  of  the  current  optimism.  At  Delta, 
for  example,  fourth-quarter  earnings  rose 
151%  from  1979  and  United  showed  a 
$34  million  profit  compared  with  a  $46 
million  loss  a  year  earlier.  Wall  Street 
believes  this  indicates  that  the  airlines' 
worst  declines  are  over.  "Future  earnings 
are  the  leverage  of  the  industry.  There 


may  be  no  earnings  now,  but  traditional- 
ly you  have  to  buy  airlines  well  before 
you  see  an  improvement,"  says  analyst 
lulius  Maldutis  of  Salomon  Brothers. 

That's  why  many  Wall  Streeters  see 
today's  raft  of  worries  about  the  industry 
as  a  classic  buy  signal.  "I  expect  airline 
earnings  this  year  to  be  well  in  the 
black— $200  to  $300  million  for  the 
trunk  carriers,"  says  analyst  Eva  Holman 
of  Donaldson,  Lufkin  &  Jenrette.  She, 
too,  believes  airline  stocks  are  attractive 
today.  "On  a  relative  price-to-book-value 
basis  the  air  transport  index  is  selling  at 
55%  of  the  Standard  <Sv  Poor's  400  price- 
to-book  valuation  which  is  close  to  its 
normal  trough  range,"  Holman  says. 

Aside  from  such  sophisticated  com- 
parisons, however,  airline  shares  are  al- 


The  Streetwalker 


luring  because  they're  plain  cheap 
example,  six  of  the  ten  trunk  came 
priced  at  $12  or  less  per  share,  com 
with  $36  for  most  Big  Board  comps 
This  may,  in  fact,  have  helped  aco 
for  [anuary's  heavy  trading. 

"Investors  took  their  profits  fror 
ergy  and  high-tech  stocks,  and  looki 
a  new  growth  group,"  says  Don  K 
portfolio  manager  of  Boston's  Key 
Funds.  The  airlines  are  a  good  groi 
play  with,  he  says,  especially  suchi 
priced  carriers  as  TWA  (at  $20  a  shal 
American  (at  $11  a  share),  which 
yield  the  investor  a  heftier  perce 
gain  than  higher-priced  stocks  like  '. 
(at  $65  a  share). 

The  tailspin  in  the  used-aircraft 
ket,  however,  means  that  some  che 
are  a  drag.  Braniff  (at  $4  a  share)  is  i 
with  excess  747s  and  727s  and  not  i 
cash,  and  Pan  Am  (at  $4.50  a  shar< 
extra  DC-  10s  acquired  in  its  merger 
National.  At  the  same  time,  negs 
could  become  positives  for  other  cat 
Decontrol  of  oil,  for  example,  is  a 
lem  for  the  industry  as  a  whole,  I 
could  conceivably  help  short-haul 
ers  by  luring  drivers  away  from  thei 
for  journeys  of  under  500  miles. 

Experts  warn  it  is  foolish  to  viei 
airlines  as  a  monolithic  group.  "I'm 
ish  only  on  selected  issues,  the  co 
nies  that  have  proven  they  can  : 
money  even  in  a  recession  with  a 
increase  in  fuel  prices,"  says  Mi 
Derchin  of  Oppenheimer  &  Co.  H 
vorites  include  Delta,  Frontier, 
mont.  Southwest  and  US  Air.  Con 
denominators:  hub  and  spoke  sys 
that  fly  passengers  from  small  citi 
major  centers  where  they  are  fed 
other  flights;  low  debt-to-equity  i 
and  hustling  managements  that  1 
how  to  bank  quickly  with  the  m 
currents.  Even  after  lanuary's  n 
some  of  those  carriers  sell  for  less  tl 
times  earnings.  "US  Air  is  still  che 
will  earn  $4  fully  diluted  this  year,' 
Derchin. 

Another  industry  favorite  is  Unit 
has  restructured  to  pull  out  of  se 
rnoneylosing  routes,  and  it  now  1 
healthier  balance  sheet  than  some 
competitors.  "Braniff,  Pan  Am,  Ea 
and  American  are  up  to  their  eyeba 
debt,  but  United  is  in  only  up  l 
navel,"  says  Klee. 

With  all  the  caveats — the  econ 
uncertainties  about  fuel  prices,  cone 
tion  and  traffic — airlines  are  still  a 
tile  group.  It  may  be  too  soon  to  t 
Braniff  has  leveled  out  or  if  Pan  An 
keep  up  with  foreign  state-subsi< 
competitors.  As  for  the  rest  of  the  ii 
try,  many  high-flying  investors  t 
that  half-fare  coupons  are  not  the 
bargains  in  the  sky.  ■ 
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Statistical  Spotligh 


While  gasoline  at  the  pump  is  bucking  $1.50  a 
gallon,  many  major  oil  companies  are  selling 
at  rock-bottom  multiples. 


Cheap  oil? 


By  Steve  Kichen 


WITH  MANY  OtL  STOCKS  off  30% 
or  more  from  their  late  fall  1980 
highs,  analysi  Sanford  L.  Mar- 
goshes  of  Bache  Halsey  Stuart  Shields 
now  feels  that  these  stocks  have  correct- 
ed and  selective  buymg  is  in  order.  He  is 
not  alone.  "These  bloody  things  are 
cheap,"  says  Goldman,  Sachs  oil  analyst 
Todd  L.  Bergman.  As  we  point  out  else- 
where fp.  172),  in  a  few  months  the  ener- 
gy stocks  have  given  up  nearly  all  their 
1980  gains. 


While  a  down  first  quarter  is  expected 
for  oils,  estimates  now  generally  predict 
higher  earnings  in  1981.  Even  though  the 
windfall  profits  tax  will  mean  that  about 
807o  of  the  additional  income  resulting 
from  decontrol  will  end  up  in  the  hands 
of  federal  and  state  governments,  decon- 
trol will  still  mean  as  much  as  $2  billion 
in  additional  profits  for  the  industry. 
That  means  Gulf  is  selling  at  a  multiple 
of  just  4..S  times  projected  1981  earnings, 
Mobil  at  4.9  and  Exxon  at  5.1. 

Laurence  E.  Tween,  oil  analyst  at  Kid- 
der, Peabody,  is  cautious  about  earnings 


proiections,  particularly  for  the  doi 
companies.  He  notes  that  some 
numbers  have  started  to  trickle  m 
til  recently  we  have  looked  upon  d 
tic  oil  stocks  as  good  inflatioii  he 
he  says.  "But  with  expectation) 
Reagan  will  get  a  firm  handle  oni 
tion,  Kidder  deemphasized  oils." 

But  the  recent  record  shows  thai 
ods  of  oil  oversupply  don't  tend  l 
very  long.  After  all,  economic  rec 
OPEC  cutbacks,  political  instabij 
international  conflicts  all  can  cai 
almost  immediate  tightening  up  c 
plies  and  upward  pressure  on 
Tween:  "Looking  down  the  roac 
two  or  three  years  the  outlook  for  i 
industry  is  quite  favorable."  He  exj 
better  political  climate,  stepped  i 
mestic  drilling  and  exploration  and 
er  oil  prices  that  will  make  enh 
recovery  methods  economically  vi 

How  much  lower  can  many  of 
companies  go — especially  those 
good  prospects  for  increased  prodi 
in  the  U.S.;  Unless  you  think  OI 
going  to  collapse,  can  anyone  belie 
oils  are  in  serious  trouble-?  Thus  it' 
to  understand  why  oil  stocks  are 
able  at  3  to  6  times  earnings  at  e 
when  the  market  as  a  whole  comi 
about  8  times  earnings. 


Black  gold? 

The  present  price/earnings  m 

ultiples  of  most 

major  oil 

market  as 

a  whole.  If  1981  earnings 

forecasts  are 

corret 

companies  are  low  relative  to  historical  levels 

and  to  the 

multiples 

could  fall  1 

awer  in  a  lackluster  market. 

Latest 

1981 

%  decline 

12-inonth 

estimated 

— Price/earnings  ratio — 

16- week 

from 

Recent 

earnings 

earnings 

latest 

1981 

price 

recent 

Indicai 

Company' 

price 

per  share 

per  share^ 

12  months 

estimated 

range 

high 

yieh 

Amerada  Hess 

35 

$6.44 

$6.45 

5.4 

5.4 

543/j_34% 

-36% 

3.1 

Ashland  Oil 

19% 

4.91 

5.00 

6.1 

6.0 

45y4-29y8 

-35 

8.1 

Atlantic  Richfield 

56% 

6.64 

7.20 

8.5 

7.9 

74%-56 

-24 

3.9 

British  Petroleum  (ADR) 

36 

9.28 

9.65 

3.9 

3.7 

48  -35 

-25 

5.1 

Cities  Service 

44*74 

5.73 

6.85 

7.8 

6.5 

61 '7, -40*74 

-27 

3.6 

 1 

Coastal  Corp 

3oy4 

4.12 

5.35 

7.5 

5.7 

52 '72 -30*74 

-41 

1.3 

Conoco 

60 

9.52 

10.00 

6.3 

6.0 

73  -5678 

-18 

4.3 

Exxon 

71 

13.01 

13.90 

5.5 

5.1 

88y4-71 

-20 

8.5 

Getty  Oil 

75 '/4 

10.60 

12.25 

7.1 

6.1 

108 '74-72  y2 

-30 

2.7 

Gulf  Oil 

373'« 

7.21 

8.50 

5.3 

4.5 

52*74-37172 

-28 

6.6 

Marathon  Oil 

58 

6.27 

8.75 

9.3 

6.6 

82 'A -5  7 

-30 

3.4 

Mobil 

69 's 

13.27 

14.30 

5.2 

4.9 

88'/2-69'7h 

-22 

5.8 

Murphy  Oil 

37'/4 

4.03 

4.90 

9.4 

7.7 

■     64  -36*78 

^1 

2.0 

Natomas 

29 'A 

4.02 

4.75 

7.2 

6.1 

45y4-28'72 

-36 

4.1 

Occidental  Petroleum 

29 '/2 

8.82 

7.50 

3.3 

3.9 

39 '/8 -29*78 

-25 

7.5 

Pennzoil 

40 '.2 

5.90 

6.50 

6.9 

6.2 

62'72-38y« 

-35 

5.4 

Phillips  Petroleum 

46*74 

7.01 

7.75 

6.7 

6.0 

6278-46 

-26 

4.7 

Royal  Dutch  Petroleum 

87174 

28.32 

27.00 

3.1 

3.2 

112'74-84 

-22 

7.4 

Shell  Oil 

45  Vs 

4.99 

5.85 

9.1 

7.8 

65 '/2 -45 '74 

-31 

3.5 

Standard  Oil  of  Calif 

45  V„ 

7.02 

7.65 

6.5 

6.0 

58*74-42'74 

-22 

4.4 

Standard  Oil  (Ind) 

65 '/2 

6.54 

7.70 

10.0 

8.5 

99'/i-64% 

-34 

4.0 

Standard  Oil  (Ohio) 

56 

7.37 

8.70 

7.6 

6.4 

91'/2-55y8 

-39 

3.2 

Sun 

41'/s 

5.92 

7.85 

6.9 

5.2 

59y8-37'74 

-31 

4.4 

Texaco 

39 

8.31 

8.80 

4.7 

4.4 

54*78-38'74 

-28 

6.7 

Union  Oil  of  Calif 

38'78 

3.73 

4.40 

10.2 

8.7 

56'/2-36'72 

-33 

2.1 

'.•Ml  companies  ;ire  listed  cm  the  New  York  Stock  E.Nch;iiigt'     -Scuu  cc 

"M.iiKl.n  tl     i'oor  s  TIk'  f:tiriiiii}>\  lon'UKlcr 
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ve  it  or  not,  some  companies  don't  care 
t  sharp  prime  rate  fluctuations.  Why? 
happen  to  he  long-term  debt-free. 


he  self-financers 


ft^  Steve  Kichen 


ith  the  prime  rate  currently  at  a 
prohibitive  19%  and  the  future 
levels  of  rates  never  more  uncer- 
t-free  companies  with  good  eam- 
vth  records  are  looking  particu- 
ictive.  As  essentially  self-financ- 
)anies,  they  are  not  prone  to  the 
nings  declmes  that  often  afflict 
veraged  firms.  Self-financers  are 
ened  by  high  interest  rate  pay- 


ments if  there's  an  economic  downturn. 

The  76  companies  on  the  list  below 
represent  the  cream  of  the  crop  of  self- 
financers.  Not  only  are  they  all  free  of 
long-term  debt,  but  they  all  have  aver- 
aged at  least  a  15%  return  on  equity  for 
the  latest  5  years  and  the  latest  12 
months.  As  the  average  12-month  return 
on  equity  for  the  1,041  companies  sur- 
veyed in  the  most  recent  Forbes  Annual 
Report  on  American  Industry  is  16.1%, 
most  of  the  companies  below  are  better 


than  average.  Many,  such  as  American 
Welding  &  Manufacturing,  with  a  32.7% 
return  on  equity  for  the  last  12  months, 
show  outstanding  performance. 

The  old  adage  that  small,  growing 
companies  are  perennially  cash-starved 
and  unable  to  finance  their  future  is  chal- 
lenged by  our  list.  Take  Astrosystems 
and  Comserv,  two  companies  involved 
in  the  data-processing  field.  Both  have  a 
sales  base  of  less  than  $10  million  and 
both  show  very  high  returns  on  equity 
for  the  latest  12  months. 

In  fact,  while  several  big  corporations 
made  our  debt-free  list — Dun  «!k  Brad- 
street,  suppliers  of  business  iniormation 
and  financial  publisher;  Roadway  Ex- 
press, a  trucking  company;  and  Schering- 
Plough,  an  ethical  drug  manufacturer — 
most  are  small,  growth  companies.  Sev- 
eral sell  at  comparatively  low  eamings 
multiples. 

Take  $16  million  (sales)  Drexler  Tech- 
nology, for  example,  a  supplier  of  photo- 
plates  and  photochemicals  for  the  semi- 
conductor industry.  Drexler  has  a  5-year 
earnings  growth  rate  of  1 10% .  Its  present 
price/earnings  multiple  of  21.5  is  not  ex- 
traordinary for  a  debt-free  high-technolo- 
gy growth  company. 


Debt-free  companies 


(llowing  companies  have  no  long-term  debt,  and  a  re-  Most  of  them  have  been  able  to  finance  superior  eamings 
n  equity  in  recent  years  that  has  averaged  at  least  15%.    growth  internally — a  great  advantage  with  the  prime  at  19%. 


-5-year- 


-Latest  12  months- 


Book 


EPS 

eamings 

value 

any' 

Recent 

P/E 

growth 

return  on 

return  on 

sales 

income 

per 

per 

ncipal  business 

price 

ratio 

rate 

equity 

equity 

(mil) 

(mil) 

share 

share 

•ican  Filtrona 

13'/4 

5.0 

13% 

1 7.37o 

17.2% 

$  92.1 

$  6.1 

S2.64 

$15.36 

acco  filters 

■ican  Welding  &  Mfg 

67 

8.2 

35 

15.1 

32.7 

133.6 

10.3 

8.16 

24.93 

tal  fabricating 
ed  Industries 

43 

7.0 

17 

21.3 

19.5 

910.0 

66.4 

6.16 

31.51 

road  equipment 
systems 

4 

9.5 

19 

17.5 

24.4 

6.9 

1.4 

0.42 

1.72 

nputcr  equipment 

matic  Switch 

66 

31.1 

24 

16.9 

17.8 

142.6 

17.4 

2.12 

11.88 

:tncal  equipment 
3  International 

42>/4 

8.5 

15 

53.6 

59.4 

157.2 

12.5 

4.97 

8.36 

ertising 
-vans  Farms 

25 

11.9 

30 

31.4 

26.4 

135.9 

11.8 

2.10 

7.95 

d  processing 
Pharmaceutical 

15 1/2 

31.6 

53 

33.9 

31.2 

11.0 

1.9 

0.49 

1.57 

cnc  ethical  drugs 

o 

20 '/4 

13.3 

23 

28.0 

26.8 

88.1 

15.0 

1.52 

5.68 

road  equipment 
ts  Fashion  Stores 
ill 

n  Petroleum 

16'/2 

10.6 

22 

50.2 

18.6 

141.5 

8.9 

1.55 

8,33 

1578 

72.2 

-4 

17.8 

19.1 

8.5 

1.4 

0.22 

1.15 

and  gas  production 
)bell  Red  Lake 

49% 

18.3 

40 

40.7 

58.4 

83.5 

43.6 

2.72 

4.66 

J  minmg 
ndustries 

49 '/2 

14.5 

8 

20.4 

18.0 

674.7 

61.6 

3.41 

18.97 

tal  fabricating 


(xinics  liMfd  oil  the  over-the-counter  murket  except  ilio.se  liibeled      .American  Stock  Exclianjje.  ( n )  .New  '^ork  Mock  HNcli.iiige.  ( p)  Kicitic  Stock  lixcli.inf^c  .mil  ( t) 
Stock  Exchange, 
icome  not  sliown. 
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Debt-free  companies 

5 

year  

 Latest  12  months  

1 

EPS 

earnings 

V 

Company' 

Recent         -  P/L 

growth 

return  on 

return  on 

sales 

income 

per 

principal  business 

price 

rutio 

rate 

equity 

equity 

(mil) 

(mil) 

share 

s 

Chemed 

13.2 

13% 

19.9% 

18.0% 

$  ,^65. 6 

$  29.3 

$3.00 

$ll 

specialty  chemicals 

Comserv 

14Vi 

18.8 

50 

1 6.6 

31.0 

9.6 

0.8 

0.77 

computer  services  and  software 

t 

Corp  Fakonbridge  Copper 

IF/k 

4.1 

128 

23.4 

41.9 

1 24.9 

38.0 

2.93 

copper  and  metal  mining 

a 

AT  Cross 

3.S'/4 

9.8 

24 

34.9 

27.3 

102.1 

14.8 

3.64 

1. 

writing  instruments 

a 

Day  Mines 

1  y 

8.U 

153 

26.3 

36.7 

36.4 

10.3 

2.37 

silver,  gold  and  lead  mining 

n 

Dome  Mines 

79 

14.6 

47 

30.9 

34.1 

1 54. 1 

94.5 

5.41 

11 

gold  mining 

Drexler  Technology 

21.5 

1 10 

24.3 

22.8 

15.6 

1.4 

0.92 

t 

supplies  tor  semicond  inds 

r. 

Dun  &  Bradstreet 

S(rVi 

15.4 

17 

32.9 

60.8 

1,176.1 

102.7 

3.68 

( 

publishing 

a 

Evans-Aristocrat  Industries 

IIV4 

7.9 

24 

23.3 

21.3 

22.7 

3.0 

1.62 

■ 

measuring  tapes 

p 

Exeter  Oil 

oil 

27  Vi 

35.7 

14 

16.1 

45.3 

3.4 

1.3 

0.77 

1 

n 

Family  Dollar  Stores 

15% 

7.5 

18 

26.6 

22.1 

169.8 

8.5 

2.08 

retail 

Frost  &  Sullivan 

3'/2 

10.0 

47 

20.5 

28.5 

7.1 

0.5 

0.35 

1 

publishing 

a 

General  Employment  Enterprises 

6% 

7.0 

123 

31.0 

41.7 

16.3 

1.2 

0.91 

personnel  placement  services 

a 

Giant  Yellowknife  Mines 

16% 

7.5 



26.6 

48.6 

29.7 

9.5 

2.22 

gold  mining 

a 

Gorman-Rupp 

29 

9.8 

13 

20.5 

16.7 

59.2 

5.2 

2.97 

11 

pump  products 

a 

Gross  Telecasting 

27% 

7.7 

21 

23.2 

21.5 

11.6 

2.8 

3.55 

U 

broadcasting 

n 

John  H  Harland 

44 ''4 

16.4 

20 

23.6 

22.4 

1 13.' 

11.1 

2.70 

1: 

printing 

Harper  Group 

sm 

18.3 

35 

21.2 

31.4 

157.7 

8.7 

2.12 

( 

freight  forwarding 

Hollywood  Park 

29 

18.2 

9 

17.2 

16.5 

32.6 

3.9 

1.59 

horse  racing  track 

n 

Illinois  Tool  Works 

26 

7.2 

23 

16.6 

17.2 

401.7 

44.3 

3.62 

21 

fasteners 

Interface  Mechanisms 

17 

23.3 

82 

36.4 

34.0 

14.6 

1.4 

0.73 

i 

price  scanning  sys 

n 

International  Flavors  &  Fragrances 

19% 

11.2 

20 

22.5 

20.2 

448.3 

63.2 

1.73 

8 

flavors  and  fragrances 

Kelly  Services 

36 

10.4 

34 

27.0 

24.0 

409.7 

15.2 

3.45  . 

14 

temporary  personnel 

Lawson  Products 

28'/» 

12.6 

15 

27.3 

19.0 

91.1 

7.5 

2.25 

11 

fasteners 

liberty  Homes 

9'/4 

9.0 

115 

18.8 

16.8 

96.8 

4.7 

1.03 

6 

nn)bile  homes 

a 

Logicon 

29 '/4 

12.9 

18 

18.1 

16.6 

55.3 

2.2 

2.27 

13 

computcr-contrcjUed  automation 

n 

Longs  Drug  Stores 

36% 

13.6 

15 

23.6 

18.6 

856.2 

28.6 

2.71 

14 

drug  stores 

MacDermid 

21 

8.9 

24 

21.0 

17.9 

60.3 

4.8 

2.36 

13 

metal  finishing 

Manitowoc 

21'/2 

9.1 

6 

26.8 

18.9 

269.2 

25.1 

2.35 

 1 

12 

n 

25 '/2 

9.6 

8 

27.6 

20.6 

349.2 

35.5 

2.67 

12 

'1 

■                                     inor-ilK'-ciHiiiter  m.u  kci 

iliosc  lalx'led  (.i  1  .\merican  Stock  Excliange.  (  n  )  New  \\n 

k  Slock  Excliaiige.  i  p  1 1'.n Uic  m>  ick  ExLh.iiige  all 

« 

■ 
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18.93 
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11.8 

20 
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1  7  1 
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ealth  care  products 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


ABC  6<S 

ABC/Warncr/Amcx  162 

AM  Intl   160 

ASA  L.td(S.  Africa!  176 

Acorn  Fund   181 

Aiwa  (lapjnl  60 

AllcKlicny  Ludlum  162 

American  Airlines   188 

American  Health  Foundation   165 

American  Sol.n  King  37 

Argc)  Petrcleum   1 10 

Armco   ,  163 

Associated  Dry  Goods  90 

Atlantic  Richfield   37 

Atwood  Occanics  181 

Avis  Ford  161 

BMW  53 

Bainico   138 

Baldwin  United  162 

liass  Bros  Enterprises   162 

Beehive  H  lephoiie  Co.  of  Utah   22 

Berry  Petn.lrum   118 

Ulu.  Bell   162 

Boeinc    177 

Kr.initt  Intl   188 

British  General  tleane  |U,K.|  ,  60 

Brown  Group  146 

CBS  66,  162 

Cablevision  162 

Cadillac  Fairview  (Canada)  34,  94,  181 

Campbell  Taggart   104 

Canon  80 

Capital  Cities  Communications  66 

Chrysler   125,  183 

Citicorp   34 

Coc.i  C  ol.i   74 

Coiurul  I  i.ii.i   16 

CioL  kei  N.itI   152 

Oavioii  Hudson  87 

IXlt.i  Ah  Lines   188 

IXltoii.i    12 

ni  iniiMul  \1    130 

l'"v.  I, I, US    178 

DkvIiis  LkiuiJ  Assets    142 

nun  N  Br.ulstreel    178 

Last  Pnet.inteMi  [S  AIiil.iI   176 

Eastern  Air  Lines    188 

Edison  Bros  Stores     146 


Engelhard  Minerals  &  Chemicals   185 

Esmark   135 

Federated  Department  Stores  90 

Feder.ited  Funds   143 

First  Energy   151 

First  Mississippi  148 

Ford  Motor  122 

CEO  Intl   160 

CM  45,  122,  152 

W.  R.  Grace  &  Co  104 

Grove  Isle  93 

Grumman   37,  82 

Harris  Assocs  181 

Heidelbeiger  Zement  |W.  Germany)   56 

Hclmsley  Hotels  164 

Hirsh-Evans  162 

Hitachi  (lapanl  60 

Hoffritz  53 

IDS  CAsh  Management  Fund  143 

lU  Intl  163 

Ideal  Basic  Inds   56 

Independent  State  Bank  of  Minnesota   143 

Interco  146 

IBM   80 

Irwin  Union  Bank   143 

Kaiser  53 

Kaneb  Services  130 

Keene  138 

Kenilworth   93 

Key  Colony   93 

Leonard  Kreuseh  53 

Lefrak  Oil     Gas  108 

E.  Leitz  53 

Liberty  Financial   161 

Lloyd's  ot  London   36 

Lone  Star  Inds   56 

Lord,  Abbett     Co  166 

Madison  Fund   160 

Masco  132 

Marsh  £<  McLennan  176 

Matsushita  Electric  (lapan)   60 

Melville   146 

Metropolitan  Edison  183 

Metropolitan  Life  Insurance   34 

Midw.iv  Aiiluies  155 

Minnli.i  il.ip.ini  80 

Mitsubishi  Electric  (Japan)  60 

Mobil   90 


Montgomery  Ward  

NSK  (lapan)   

Nashua   

National  Patent   

Nationwide   

Ninfa's  Taeos  al  Carbon  

Nissan  Motor  (lapan)   

Northwest  Airlines   

Oil  Securities   

Pan  Am   

Peabody  Intl   

Pender  Peanut  

PepsiCo  

Perl-Mack   

Phelps  Dodge  

Philip  Morris  

Procter  6,  Gamble  

Production  Operators  

Prudential  Insurance   

RCA  

RCTV  

R)R  Foods   

Review  Publishing   

Ricoh  (lapanl  

Stephen  Rose  &.  Partners  Ltd  |U.K.| . 

SCOA  Inds  

Savin   

Sell  Overseas  America   

Sharp  (lapan)   

Smokenders  


Sony  (lapan)  

Southwest  Airlines   

Sperry  &  Hutchinson  

Tampax   

Toshiba  llapan)  

Trans  World   

Tumberry  Isle   

UAL   

USAir   

U.  S.  Shoe  

Vaal  Reefs  |S.  Airica)   

Vulcan  Energy   

Washington  Quarterly   

Western  Deep  Levels  (S.  Africa) . 

L.C,  Williams   

Windsor  Energy  

Xerox   

Yuasa  Denchi  (|apan|  


Do  you  know  anybo&f 
yvho  is  someboify  inbusines 
yvho  does  not  read 
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Flashbacks 


'The  more  things  change.  .  .  ."  Items  from  past  issues  oi  Forbes. 


riew  oj  Tokyo  Electric  Co  s  manufacturing  complex  in  Kairasaka,  Japan 


years  ago  m  Forbes 

opportunities  for  American  and 
;  cooperation  in  the  Far  East  are 
rerlooked  by  many  leaders  in  fi- 
nd industry  in  the  U.S.  Not  so, 
r,  by  farsighted  businessmen  of 
ind  by  those  Americans  there 
:  commercial  outposts  for  ambi- 
merican  enterprises.  J.  P.  Geary, 
itative  of  the  General  Electric 
)ne  of  the  American  residents  in 
ho  believe  there  should  be  closer 
al  and  commercial  cooperation. 

■A 

tnerships  between  Americans 
anese  in  the  electrical  business 
en  in  force  during  the  past  15 

the  benefit  of  both  Americans 
mese.  The  possibilities  for  future 
ment  are  greater  than  ever.  This 
lot  only  of  fapan  but  also  of  Sibe- 
ichuria,  Mongolia,  Chosen  [Ko- 
ina  and  countries  to  the  south. 

these  is  a  manufacturing  coun- 
lough  Western  nations  will  sup- 
r  requirements  for  some  time  to 
t  IS  inevitable  that  Japan  will 
y  replace  many  American  prod- 
h  products  made  in  Japan.'  " 

ow  only  a  question  of  a  few  weeks 
ir  plants  will  be  in  full  operation,' 
iry  Ford  in  a  recent  interview.  'We 
ng  our  men  back  as  fast  as  we  can 
take  care  of  them.  It  won't  be  long 
lings  are  in  full  swing.'  He  added 
.•rs  for  between  78,000  and  79,000 
I  been  received  at  the  Highland 
nt  for  March.  About  27,000  men 
:n  re-engaged,  which  would  mean 
duction  of  cars  will  increase  to 
,500  daily." 

obiles  registered  in  the  U.S.  in 

:cording  to  the  American  Auto- 
Association,  totaled  9,180,316, 


an  increase  of  2,114,870  over  1919.  Pas- 
senger cars  numbered  8,234,490  and  mo- 
tor trucks  945,826." 

Fifty  years  ago 

"It  is  an  actual  and  fortunate  fact  that 
the  advent  of  spring  raises  the  morale  of 
the  farm  population.  Men  who  have 
planted  and  reaped  at  no  profit  take  heart 
again.  .  .  .  Agricultural  distress  of  the 
past  year,  however,  has  been  only  part  of 
a  larger  picture  of  depression.  In  fact, 
rural  conditions  were  pretty  well 
matched  by  urban  conditions.  Striking 
evidence  of  this  is  to  be  found  in  the 
figures,  just  compiled  by  the  Department 
of  Agriculture,  on  movement  of  popula- 
tion during  1930.  Fewer  people  left  the 
farms  last  year  than  in  previous  years. 
More  people  moved  from  town  to  farm. 

"The  number  of  persons  who  left 
farms  for  towns  and  cities  in  1930  was 
1,543,000,  compared  with  1,876,000  the 
previous  year.  .  .  .  The  movement  from 
town  to  farm  last  year  was  the  largest  in 
six  years,  amounting  to  1,392,000  per- 
sons. Thus,  there  was  a  net  movement  of 
only  151,000  persons  away  from  farms 
last  year.  .  .  .  With  the  normal  increase 
of  359,000  births  over  deaths  on  farms, 
the  total  farm  population  ...  on  Jan.  1, 
1931,  was  estimated  at  27,430,000  as 
compared  with  27,222,000  on  Jan.  1, 
1930.  This  is  the  first  gain  in  farm  popu- 
lation in  the  ten  years  during  which 
these  estimates  have  been  made." 

A  central  but  seldom-recalled  fact  of  the 
Great  Depression  was  that  U.S.  farmers 
were  hit  earlier  and  suffered  more  than 
almost  any  other  economic  group.  On  the 
farms  the  slump  was  under  way  by  1928; 
industry  only  began  to  falter  in  1929,  and 
first  declined  sharply  in  1930.  But  as  in- 
dustry slowed  down,  those  who  had 
moved  off  farms  began  to  move  back;  on 
the  farm,  at  least  they  could  eat.  The  re- 


sult, as  noted,  was  the  first  gain  in  farm 
population  in  many  years. 

What  a  contrast  with  today!  The  27.4 
million  people  on  farms  at  the  end  of 
1930  were  22%  of  the  123  million  total 
U.S.  population.  Today's  farm  population 
IS  less  than  3%  of  the  current  226  million 
total — but  they  produce  vastly  more. 

"The  obstacle-hurdling  chief  executives 

of  more  than  170  corporations  in  the 
U.S.  succeeded  in  increasing  net  profits 
in  the  red  ink  year  of  i  930.  From  a  vari- 
ety of  viewpoints  it  is  nnmensely  inter- 
esting to  seek  the  reasons  v  hy  they  side- 
stepped the  chorus  of  calai;  ity  howlers 
and  avoided  slumping  with  tii  majority 
of  companies.  .  .  . 

"The  superior  profitmakers  early  rec- 
ognized that  prevailing  conditions  were 
unpropitious  for  enlarging  net  income 
through  heightening  profit  margins.  The 
mandate  of  the  times  was  for  lower,  not 
higher,  prices  for  ships  and  shoes  and 
sealing  wax.  Those  who  successfully  met 
the  challenge  of  the  times  for  the  most 
part  enlarged  profits  through  using  the 
sledgehammer  on  wasteful  expenditures. 
Those  who  were  quickest  to  adjust 
themselves  to  the  new  and  lower  level  of 
commodity  prices  and  costs  found  the 
best  response  in  sales." 

Unfortunately,  the  superachievers 
lauded  by  contributor  Merryle  Stanley 
Rukeyser  had  found  no  magic  way  to 
avoid  looming  disaster.  Of  the  166  U.S. 
companies  actually  listed  with  the  arti- 
cle, the  largest  group  included  65  public 
utilities  whose  added  profits  from  grow- 
ing consumer  accounts  temporarily  off- 
set the  loss  of  low-profit  industrial/com- 
mercial volume.  The  other  major  groups 
were  meat,  food  and  tobacco  (24)  and 
financial  .(II),  all  profiting  because  their 
raw  material  costs — whether  meat  or 
money — were  falling  faster  than  their 
selling  prices.  But  no  major  railroad  or 
steel,  copper  or  auto  company  made  the 
list,  which  one  cannot  read  without  feel- 
ing that  their  comeuppance  was  only  a 
matter  of  time. 

IWenty-five  years  ago 

"President  Eisenhower's  decision  to  be 

'available'  for  a  second  term  removes 
the  year's  major  economic  as  well  as 
political  uncertainty.  I  think  certain 
conclusions  can  now  be  arrived  at  safe- 
ly. His  renomination  will  be  by  acclama- 
tion and  his  reelection  majority  in  No- 
vember will  be  huge.  Nixon  will  be  his 
running  mate  despite  the  great  number 
of  Republicans  in  high  places  who  would 
vastly  prefer  Treasury  Secretary  George 
Humphrey  or  Massachusetts  Governor 
ChnstKin  Hcrtcr."  — M.ilcolni  S.  Forbes 
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Thoughts 

(Ml  the  Business  ()!'!  Jte 


The  way  to  become  truly  useful 
is  to  seek  the  best  that 
other  brains  have  to  offer. 
Gordon  Dean 


When  we  treat  a  man  as 
he  is,  we  make  him  worse 
than  he  is.  When  we  treat 
him  as  if  he  already  were 
what  he  potentially  could  be, 
we  make  him  what  he  should  be. 
Goethe 


Never  learr  o  do  anything: 
If  you  don    learn,  you'll 
always  i  .id  someone  else 
to  do  It  tor  you. 
Mark  Twain 


When  God  gives  man  an 
office.  He  gives  him  brains 
enough  to  fill  it. 
German  Proverb 


Nothing  is  more  boring 
than  a  man  with  a  career. 
Aleksandr  I.  Solzhenitsyn 


The  most  dangerous  form  of 
inebriation  results 
from  too  much  power. 
Frank  Tyger 


A  team,  a  business  organization, 
an  individual,  all  make  the 
greatest  progress  as  they 
develop  teamwork. 
P.K.  Wrigley 


An  executive  organization, 
like  a  chain,  is  no  stronger 
than  its  weakest  link. 
Robert  Patterson 


Seek  out  men  and  women  of  the 
highest  character  and  integrity 
over  and  beyond  competence  or 
superior  ability.  Then  trust 
these  people  with  the  full 
authority  and  responsibility 
of  the  positions  they  occupy 
so  that  they  could  achieve 
the  pride  and  self-satisfaction 
of  a  job  well  done. 
William  S.  Paley 


Too  iNdiiy  c'.wcHlii  vs.  iiicludiiiii 
older  CIS  iivll  iis younger,  are 
shortsif^htedly  afraid  to  have 
aiiyoiie  else  hea»)te familiar 
ii'ilh  Iheir  duties  They 
mistake) I ly  think  it  inakes  them 
i>}il)ortant  if  they  alone  knoir 
hoir  to  do  certain  things.  This 
IS  the  brand  of  a  small  brain 
The  capable,  foresighted 
executive  thinks  fifyt  of  the 
organization  and  does  evetythi)ig 
possible  to  insure  it  against 
anything  happe>iing  to  militate 
against  its  useful  functiomng 
B.C.  Forbes 


A  man  wrapped  up  in  himself 
makes  a  very  small  bundle. 
Benjamin  Franklin 


When  you  are  really  important, 
you  appear  more  important 
when  you  don't  act  important. 
Robert  Half 


The  common  idea  that  success 
spoils  people  by  making  them 
vain,  egotistic,  and  self- 
complacent  is  erroneous;  on 
the  contrary,  it  makes  them 
for  the  most  part,  humble, 
tolerant  and  kind.  Failure 
makes  people  cruel  and  bitter. 
Somerset  Maugham 


As  for  the  men  in  power, 
they  are  so  anxious  to 
establish  the  myth  of 
infallibility  that  they  do 
their  utmost  to  ignore  truth. 
Boris  Pasternak 


More  than  3,000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Ave..  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


In  a  hierarchy  every  ; 
employee  tends  to  rise  to 
his  level  of  incompetence.  , 
Laurence  J.  Peter 

^ 

i 

The  only  way  to  make  a  mani 
trustworthy  is  to  trust  him; 
and  the  surest  way  to  make 
him  untrustworthy  is  to  distn 
him  and  show  your  distrust. 
Henry  Lewis  Stimson 


What  do  I  mean  by  magnaninn 
Nothing  very  difficult.  The 
virtue  consists,  first,  of  .  j 
seeing  oneself  and  another 
person,  any  other  person,  as  i 
both  really  are:  for  there  is  f 
no  virtue  without  clear  sight.| 
C.P.  Snow  J 


It  is  a  fine  thing  to  have 
ability,  but  the  ability 
to  discover  ability  in 
others  is  the  true  test. 
Elbert  Hubbard 


A  Text . . . 

Two  are  better  than 
one;  because  they  have 
a  good  reward  for  their 
labour.  For  if  they 
fall,  the  one  will  lift 
up  his  fellow:  but  woe 
to  him  that  is  alone 
when  he  falleth;  for 
he  hath  not  another 
to  help  him  up. 

ECCLESLASTES  4:9,10 


Sent  in  by  Mrs.  Hubert  F.  WiUoughi 
nsburg,  Ore.  What's  your  favorit 
The  Forbes  Scrapbook  of  Thoughts 
Business  of  Life  is  presented  to  sei 
texts  used. 


I  cannot  commend  to  a  busir 
house  any  artificial  plan 
for  making  men  producers — 
any  scheme  for  driving  them 
into  business-building.  You 
must  lead  them  through 
their  self-interest. 
Charles  H.  Steinway 
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THE  BEST  WAY  to  get  to  the 
18th  green  at  St.  Andrews  is 
the  bridge  built  during 
the  Third  Crusade. ,  . 
over  800  years  ago.  '^^.^^ 


The  good  things  in  life 
stay  that  way. 
Dewar's®  never  varies,  p 

,/luthentic.4 

The  Dewar  Highlander  ^ 
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When  your  company 
works  hard  for  money  money  should 
work  hard  for  your  company  i 


The  Chemical  Solution: 
ChemSphere  Consulting. 


ChemSphere  Consulting  puts  your  company's 
money  to  work  full-time. 

How  hard  your  company's  money  works  de- 
pends on  how  efficiently  you  collect,  use  and  dishurse 
it.  ChemSphere  consultants  identify  and  analyze  your 
cash  management  problems,  then  give  you  objective, 
as  well  as  effective,  solutions.  So  night  or  day, 
whether  your  company's  money  is  here  or  abroad,  you 
know  how  to  make  it  work  hardest  for  your  company. 

ChemSphere  Consulting  solutions  are  already 
working  for  hundreds  of  organizations  woridwide. 

Companies,  financial  instiaitions  and  govern- 
ments around  the  world  are  already  profiting  from  our 
proven  cash  management  consulting  services.  And  so 
can  you,  no  matter  how  unique  or  complex  your  cash 
management  problems  are. 


A  team  of  consultants  that's  part  of  the  solution, ' 
not  part  of  the  problem. 

ChemSphere  cash  management  consultants  ai 
experts  who  offer  you  a  broad  range  of  experience, 
from  banking  and  economics  to  finance  and  compute 
technolog>'.  They  make  it  their  business  to  define  you 
cash  management  problems,  and  to  provide  objectiv( 
solutions  tailored  to  meet  them. 

Tell  us  about  your  cash  management  problems.  [ 
We'll  tell  you  about  the  Chemical  solutions. 

Mention  ChemSphere  Consulting  to  your  ; 
Chemical  account  officer.  Or  write  W.  D.  Baird,  Jr., 
Senior  Vice  President,  Chemical  Bank,  20  Pme  Stree 
N.Y.,  N.Y.  10005.  OrcaUusat(212)  770-3600. We'll 
tell  you  more  about  how  cash  management  problems' 
disappear  v\  ith  the  Chemical  solution. 


CkmicalBaink 

Leader  in  worldwide  cash  management. 


ONE  OF 
AMERICfliS 
BEST 
MILEAGE  CARS 
ISNTACAR. 


It's  a  station  wagon. 
No  kidding. 

VW's  Dasher  Diesel  Wagon. 
And  while  you  might 
find  that  surprising,  a 
lot  ofcar  makers  must 
find  it  embarrassing. 

After  all,  the  Dasher 
Diesel  Wagon  not 
only  gets  better  fuel  economy 
than  any  other  wagon.  It  gets 
better  fuel 
economy  than 
most  of  the 
economy  cars. 
(Even  though 
It  has  a  large, 
economy  -  size 
cargo  area.) 
To  be  precise, 
the  Dasher  Diesel  Wagon  gets  an  EPA  esti- 
mated [36\  mpg,  48  mpg  highway  estimate. 
(Use  'estimated  mpg'  for  comparison.  Your 
actual  mileage  may  vary  with  weather, 
speed  and  trip  length.  Actual  highway 
mileage  will  probably  be  less.) 

Precisely  5  of  the  279  cars  sold  in  Amer- 
ica* can  give  you  better  mileage  than  that. 
And  they're  subcom.pacts  or  even  mini- 
compacts  that  can't  give  you  anything  like 


the  51.6  cubic  feet  of  cargo  space  it  does 
with  the  rear  seat  down. 

What's  more,  highly  unwogonlike  econ- 
omy isn't  the  only  thing  you'll  like  about 
the  Dasher  Diesel  Wagon. 

You'll  also  be  impressed  by  the  unex- 
pected luxury  of  its  rich  upholstery  and 
reclining  bucket  seats.  And  by  the 
unexpectedly  easy  handling  produced 
by  its  rack-and-pinion  steering  and  front- 
wheel  drive. 

In  fact,  any  way  you  look  at  it,  the 
Dasher  Diesel  Wagon  is  one  heck  of  an 
impressive  car 

Especially  since  it's  not  a  car 

WLKSIIIHUIEN 
DOES  IT 


"Based  on  1981  EPAgasmileage  guidedst  edition). 


DeanWitter 
is  4  times 
better  than 
the  average. 


For  nearly  three  years,  Dean  Witter  Reynolds' 
scommended  List"  has  outperformed  the  Dow  Jones 
lustrial  Average  by  more  than  4  to  1.  That's  not  only  a 
isistently  high  level  of  performance,  but  a  standard 
t  would  please  even  a  hard-to-please  investor. 

The  Actual  Proof  of  Performance 

An  independent  accounting  firm  compared  the 
formance  of  all  the  securities  on  our  "Recommended 
t"  against  the  Dow  during  the  period  from  January, 
8  through  September,  1980.  The  results.''  Our  list 
>reciated  in  value  by  66.2%,  over  four  times  more 
n  the  Dow's  14.4%  gain*  It  also  outperformed  Stan- 
d  &  Poor's  "400"  Industrials  and  "500"  Composite  by 
)nsiderable  margin. 

Of  course,  we  know  that  the  impressive  past  perfor- 
nce  of  our  "Recommended  List"  doesn't  guarantee 

same  success  with  those  recommendations  or  with 
'  other  recommendations  in  the  future.  But  with  our 
rompromising  research  standards  and  timely  recom- 
ndations,  we  think  we're  bound  to  put  a  smile  on 
ir  face  — even  if  you're  the  most  demanding  investor. 

Our  Research  Standards  Aren't  Standard 

The  outstanding  performance  record  of  our 
;;commended  List"  is  due  in  part  to  our  uncompro- 
iing  research  standards.  At  Dean  Witter,  we  don't  just 
estigate  the  companies  we  consider  for  the  "Recom- 
nded  List','  we  turn  them  inside  out.  We  check  every 
;sible  angle  to  be  sure  those  recommendations  are 
ind.  We  also  weigh  each  stock's  upside  potential 
inst  its  downside  risk.  Should  a  stock  meet  all  our 
eria,  then,  and  only  then,  does  it  become  a  candidate 
the  "Recommended  List"— and  that  should  help  you 
1  more  secure  about  your  investments. 

Recommendation  Is  Only  As  Good  As  Its  Timing 

Because  market  values  fluctuate  so  (iuickly,  we  go 
.  of  our  wav  to  make  sure  our  research  data  is  current 


and  our  recommendations  are  on  time  as  well  as  on 
target.  That's  part  of  the  reason  the  track  record  of  our 
"Recommended  List"  is  so  solid.  Demanding  investors 
expect  that  level  of  performance.  That's  why  Dean 
Witter  Reynolds  is  winning  over  more  and  more  of  them. 
No  wonder  Dean  Witter  Reynolds  is  one  investment 
firm  you'll  be  glad  to  hear  from. 

*Boih  indices  jrc  exclusive  of  dividends  and  commissions.  "Recommended  List"  results  wcic 
achie\cd  onl\  if  .ill  recommendations  were  followed.  .X  report  on  the  performance  of 
indi\  idual  stocks,  including  advances  and  declines,  is  a\  ailable  at  branch  offices. 


Dean  Witter  Reynolds  Inc.  | 
Client  Information  Services 
P.O.  Box  5013,  Clifton,  NJ  07012 

Please  send  me  more  information,  including 
Dean  Witter  Reynolds'  "Monthly  Investment  Outlook'' 
containing  an  index  of  the  latest  "Recommended  List" 
and  a  copy  of  the  comparative  performance  report. 

Name  


Address. 
City  


-State. 


_Zip. 


Home  Phone. 


.Business  Phone. 


If  you  are  currently  a  Dean  Witter  Reynolds  client, 
please  indicate  your  account  executive's  name  and 
office  

Mail  this  coupon  or  call  toll-free 

800-526-7443,ext.l40 


Of 


ext 

In  New  Jersey:  «()()  -  522-4503,  ext.  140 

DEAN  WITTER  REYNOLDS 

One  investment  firm 
you'll  be  glad  to  hear  from. 
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are  predicting  disaster  unless  significant  changes  are  mi 
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Side  Lines 


The  medium  fits  the  message 


Ev  Halvorsen,  our  art  director,  stroked 
his  beard  nervously  when  I  told  him  that 
this  item  -was  chiefly  about  him.  Last 
month  the  respected  /'o/zo  magazine 
picked  Halvorsen's  work  at  Forbes  as 
one  of  the  ten  top  magazine  designs  in 
the  U.S. — the  only  husnicss  magazine  so 
honored — and  I  proposed 
mentioning  the  fact.  "It 
scares  me,"  Ev  objected. 
"What  do  we  do  for  an 
encore?"  I  said:  "Never 
mind  the  encore,  look  at 
the  company  we  are  in: 
glossy,  handsome  produc- 
tions like  Cjc'o.  AnicriaiH 
Photographer,  Realite's, 
Omni  and  the  beautifully 
redesigned  7»w.  And  look 
who  made  the  selections: 
that  well-known  maga- 
zine consultant  lohn  Pe- 
ter." We  particularly  liked 
John  Peter's  criteria  for 


Ei'erett  halrorseu 


Just  a  country  boy 


what  constitutes  excellence  in  magai 
design.  Wrote  Peter:  "The  emphasi 
on  content.  .  .  .  There's  less  decora 
use  of  color  and  more  functional  use 
in  graphs  and  charts.  There  arc  fc 
photographs  'just  for  atmosphere,' 
more  that  convey  .  .  .  the  editorial  idi 
We  like  what  Peter  is 
ing.  Forbes  is  a  magai 
tor  ideas,  for  reading, 
for  browsing,  but  Ev  1 
vorsen  helps  make  ri 
ing  a  pleasure.  He  and 
crew  spend  long  hour 
conference  with  Mai 
ing  Editor  Shelley  Za 
nick  discussing  ch^ 
photographs  and  layi 
for  each  issue.  T 
what  we  suspect  lohnj 
tcr  and  /h/io  honorcc 
for:  a  design  that  fits 
complements  our  sub 
rather  than  dominatin 


Some  years  ago  we  ran  a  major  article  on 
the  then  burgeoning  "science"  of  Mod- 
ern Portfolio  Theory.  What  I  remember 
best  about  the  article  was  a  comment  by 
lively  Roy  Neuberger  of  Wall  Street's 
Neuberger  (!k  Berman.  We  asked  Neu- 
berger, one  of  the  great  stock  traders  of 
our  time,  what  he  thought  about  MPT. 
"Never  heard  of  it,"  he  replied.  Neither 
apparently  has  Edgerton  Welch  of  Chilli- 


cothe.  Mo.  But  that  hasn't  prevented 
72-year-old  Welch  from  compiling  ar 
vestment  record  that  puts  his  bank  t 
department  at  the  head  of  perform^ 
lists.  Wondering  why  this  obscure  b 
should  be  doing  so  well,  Associate  Ed 
[ean  A.  Briggs  tracked  Welch  down 
found  out  how  common  sense  and  a  i 
pie  system  has  beaten  most  of  the  c 
puters  and  M.B.A.s.  See  page  47. 


Time  to  get  out? 


A  racehorse  on  a  Forbes  cover?  Senior 
Editor  Howard  Rudnitsky,  who  wrote 
the  cover  article  with  Reporter-Re- 
searcher Alyssa  Lappen,  says:  "It's  not 
really  about  horses  or  racing  but  about 


inflationary  excesses,  about  specula 
money  looking  for  excitement."  I 
veteran  breeder  said:  "When  doctors 
dentists  get  in,  it's  time  to  get  o] 
Story  begins  on  page  84. 


The  new  "new"  economics 


The  name  George  Gilder  should  ring  a 
bell  with  Forbes  readers.  We  published 
an  article  by  this  scholar  and  authorf'.Vor. 
12.  1979)  in  which  he  devastated  the 
ultraliberal  economics  of  John  Kenneth 
Galbraith.  That  material  is  now  part  of 
Gilder's  book  Wealth  and  Poveity  (Basic 
Books,  1981;  $16.95),  a  runaway  success 
that  is  currently  selling  out  in  Washing- 
ton, D.C.:  Budget  Director  David  Stock- 
man has  praised  this  rousing  and  persua- 
sive defense  of  capitalism  and  other  ex- 
perts have  agreed.  We're  pleased  that 
Forbes  was  the  first  to  present  Gilder  to 
a  broad  audience  and  flattered  that  his 


book  devotes  much  space  to  yet  ano^ 
Forbes  article,  which,  he  says, 
changed  people's  way  of  looking  at  in 
tion  ("Inflation  Is  Now  Too  Seriou 
Matter  To  Leave  To  The  Economisj 
iVor.  75,  79^61.  Clearly,  there  are  : 
forces  stirring  in  the  Dismal  Science 
we're  playing  a  part  in  them. 


Editor 
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Gould 
adds  high-speed, 
super  minicomputer 
a  major  step  in  its 
electronics  strategy. 


The  acquisition  of  Systems 
Engineering  Labs,  Inc. 
gives  Gould  an  important 
market  position  in  high- 
speed (32-bit)  mini- 
computers. SYSTEMS' 
business  comes  from 
four  major  markets:  indus- 
trial automation,  energy 
management  and  control, 
simulation,  and  laboratory/ 
computational.  Business 
analysts  estimate  a  market  potential  of 
$1  billion  for  super  minicomputers. 
In  the  past  year,  SYSTEMS'  orders 
increased  38%  and  pretax  earnings 
increased  40%. 

The  Gould  electronic  "building 
block"  strategy. 

We  make  the  electronic  products  needed 
to  harness  the  power  of  technology. 
And  we're  focusing  on  five  areas  where 


this  technology  has  great 
impact:  factory  automation, 
test  and  measurement 
equipment,  medical 
instrumentation,  undersea 
defense,  and  advanced 
materials  and  components. 

The  high-speed  mini- 
computer adds  the  "brains" 
to  our  other  system  com- 
ponents. It  provides  the 
host  computer  capability 
that  ties  our  programmable  controllers, 
servo  drives  and  transducers  together. 
It  also  adds  the  capability  to  interface 
with  CAD/CAM,  both  inside  Gould  and 
for  our  customers. 

If  you'd  like  to  know  more  about  our 
electronic  building  block  strategy,  please 
write  Gould  Inc.,  Investor  Relations, 
Department  A-4, 10  Gould  Center, 
Roiling  Meadows,  IL  60008. 


■>  GOULD 


An  Electrical  I  Electronics  Company 


Trends 


Edited  By  John  A.(x)nvvay 


The  thrifty  Teamster 

Frank  Fitzsimmons,  president  of  the 
Teamsters,  has  given  leaders  of  the  Rea- 
gan Administration  a  suggestion  on  how 
he  would  like  to  see  them  save  a  little 
money.  Fitzsimmons,  whose  union — ae- 
cording  to  the  justice  Department — has 
a  multitude  of  friends  in  the  Mafia, 
thinks  the  government  should  scrap  its 
"protected  witness"  program,  the  sys- 
tem used  to  shield  informers  from  mob 
revenge  by  giving  them  new  identities. 


ll'dDister  chief  /'rank  I  ii:sinini(>>/.\ 
A  friendly  tip. 


What'll  you  have? 

Seagram's  is  reversing  its  long-standing 
policy  of  promoting  whiskey  as  whiskey 
and  putting  the  emphasis  on  mixed 
drinks.  "Today's  consumer  has  a  love 
affair  with  his  stomach,"  explains  Presi- 
dent Walter  Haimann.  "So  he  says:  'I'm 
going  to  buy  what  is  good  and  mix  it  the 
way  I  like  it.'  At  one  point,  we  would 
never  have  dreamed  of  discussing  mixed 
drinks  with  Seagram's  VO."  Haimann  is 
putting  one-third  of  his  Seagram's  Seven 
Crown  ad  budget  behind  "Seven  and  Sev- 
en" (Seagram's  Seven  Crown  and  7  UP), 
an  old  mix  that  he  claims  is  now  the 
most  popular  drink  in  the  U.S.,  when  the 
drmker  names  a  brand.  And  in  another 
part  of  the  distillery,  Haimann  plans  a 
multimillion-dollar  push  for  new 
"white"  and  "gold"  versions  of  Myers's 
rum,  once  only  dark-brown  and  the 
choice  of  two-fisted  drinkers. 


Rescue  mission 

Help  couid  be  on  the  way  for  taxpayers 
who  rent  out  a  vacation  home  or  use  a 
spare  bedroom  as  an  office  and  take  tax 


deductions  for  them.  A  posse  of  six  Re- 
publican senators  led  by  Robert  Dole  of 
Kansas  and  William  Armstrong  Of  Colora- 
do wants  to  block  Internal  Revenue  Ser- 
vice rulings  that  sharply  curb  use  of  a 
beach  or  mountain  retreat  by  the  owner 
or  close  relatives,  and  that  bar  deductions 
for  a  home  office  unless  the  taxpayer 
earns  most  of  his  money  and  spends  most 
of  his  time  there.  Armstrong  calls  these 
ukases  "anti-family,  anti-small-busincss 
and  unwise."  Dole,  now  head  of  the  Sen- 
ate Finance  Committee,  is  particularly 
aroused  by  the  IRS  proposal  that  a  taxpay- 
er who  spends  a  day  working  on  his 
rented  home  is  considered  on  vacation  if 
he  brings  a  friend  or  relative  who  doesn't 
also  wield  a  hammer  or  paintbrush.  "Ab- 
surd, "  is  Dole's  ruling  on  that  ruling. 


Robots  on  campus 

The  robots  Emhart  Corp.  hopes  to  add  to 
its  assembly  lines  this  year  will  arrive 
with  a  college  education.  The  Farming- 
ton,  Conn,  firm,  which  sells  $1.8  billion 
worth  of  machinery  and  other  industrial 
hardware  annually,  is  underwriting  a 
new  program  at  Worcester  Polytechnic 
Institute  that  it  hopes  will  teach  Emhart 
as  much  as  it  does  its  WPI  students.  This 
Manufacturing  Engineering  Applica- 
tions Center  will  be  staffed  by  WPI  facul- 
ty and  students  and  Emhart  engineers, 
the  latter  from  the  manager  and  foreman 
level.  Using  microelectronics,  robots  and 
computer-aided  design  and  manufactur- 
ing, the  Center  will  seek  techniques  with 
immediate  plant  application.  By  rotating 
its  engineers  through  the  Center  and 
field-testing  the  ideas  that  are  produced, 
Emhart  hopes  to  get  a  head  start  in  the 
no-hands  style  of  manufacturing  and  if 
all  goes  well,  expects  the  Center  to  devel- 
op into  a  multimillion-dollar  effort.  (For 
openers,  it  has  given  the  Center  two  late- 


model  PUMAs — programmable  un 
sal  machines  for  assembly.)  Emh 
Ronald  Frere,  codirector  of  the  prugi 
sees  it  as  another  sign  of  the  trend  a 
from  basic  research.  Universities  t 
tionally  have  run  7070  of  U.S.  basii 
search,  but  the  National  Science  1  i 
tion,  Frere  notes,  has  found  j  n 
swing  toward  application  (a  trend  n 
scientists  deplore,  incidentally).  It  c 
have  other  effects.  The  hoped-for 
techniques,  says  WPI's  Dr.  Arthur 
stenfeld,  the  other  codirector,  "wills 
inate  some  conventional  jobs,  upg 
others  and  create  completely  new  on 


How  fair  is  Harvard? 

Harvard  has  set  at  least  part  of  the 
League  aquiver  by  selling  off  its  $ 
million  worth  of  Citicorp  bonds  and 
because  the  bank  has  lent  money  to 
South  African  govemment.  Crin 
alumni  have  sent  up  rumbles  of  pro 
some  because  Harvard  lost  money 
ter  Cabot,  who  heads  investment  c 
ations,  admits  "a  modest  loss  of  a 
lion  or  less"),  others  because  they  coi 
er  the  school's  policy  on  South  A 
contradictory.  This  dates  from  1 
when  South  Africa  and  apartheid  ^ 
hot  issues  on  campus.  Harvard  dec 
then  that  equity  holdings  in  Citil 
were  okay  because  they  gave  the  scb 
voice  and  a  vote  in  corporate  policy;  i 
was  also  approved,  provided  it  was  n< 
the  South  African  govemment.  Last 
Citibank  did  share  in  a  direct  loai 
Cape  Town  and  that,  according  to  I 
rence  Stevens  of  the  general  coun 
office,  meant  Harvard  had  to  unl 
even  though  the  money  is  to  go 
schools,  hospitals  and  houses  for  Sc 
African  blacks.  Now,  however,  Harvj 
advisory  committee  on  investme 
composed  of  students,  faculty  and  al 
ni.  is  takine  another  hard  look  at 


R2D2  of  Star  \X  ai  s 

Learning  to  use  mechanical  men. 


investment  rules.  And  in  another  pd 
the  Ivy  League,  Princeton's  trustees! 
keeping  their  $3.5  million  in  Citiij 
stock  and  notes.  Carl  Schafer,  Prii 
ton's  financial  vice  president  and  ti 
surer,  thinks  Harvard's  policy  "doa 
have  much  to  commend  it."  Prince 
does  watch  its  bank  proxies  and  has ' 
ed  them  against  loans  to  the  South 
can  govemment,  but  selling  out  doei 
make  sense  to  Schafer.  "It  just  doe 
accomplish  anything,"  he  says. 

The  members  of  the  boan 

Outside  directors  may  be  filling  rn 
chairs  in  corporation  boardrooms,  , 
they  are  getting  harder  to  find.  That! 
salient  finding  of  the  latest  survey 
directors  by  Korn  Ferry  Intematio: 
the  New  York  recruiting  firm.  Th; 
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OSTCUnERS 


4ErREADISTKlDUTION 
DOL02  OF  OUR 
IRVICE  CENTERS  FIND 
(VNDIEST/' 

nuel  Doliveira,  Service  Parts  Manager 
>ck  &  Decker,  Inc.,  Towson,  Maryland 

e've  got  service  centers 
rtered  all  over  the  country," 
;  Manuel  Doliveira. 
stem  showed  us  how  their 
stcutter  containers  and 
ionwide 
It  system 
Id  get  our 
3ments 
ire  we  want 
m,  when  we 
\t  them." 


THEY  HELP  GIVE  OUR  CUSTOMERS 
MAXIMUM  COMPUTER  UPTIME- 
AT  A  02%  SAVINGS/' 

David  Fumess,  Traffic  Manager 
Data  General  Corporation,  Framingham,  Massachusetts 

"We've  built  a  service  busi- 
ness in  over  125  locations 
and  we  require  immediate 
replenishment  of  parts 
inventory  in  these  loca- 
tions," says  Dave  Fumess. 
"Costcutter  service  helps 
us  make  sure  the  right 
computer  parts  are 
there  when  we  need 
them." 


XOSTCUTTERS  HELP  OUR 
MAGAZINE  UVE  UP  TO 
ITS  NAME  NATIONWIDE 
AND  AT  A  COST  SAVINGS 
AS  MUCH  AS  40%/' 

John  Andel,  Operations  Supervisor 
U.S.  Neu'5  &  World  Report,  Nashville,  Tennessee 

"Using  the  speed  of  Eastems  Costcutter 
container  service  allows  us  to  print  our 
magazine  as  late  as  Friday  night,  even 
though  it  has  to  be  on  the  newsstands 
Monday  morning,"  says  John  Andel. 
"And  the  bonus  is  a  distribution  savings 
as  much  as  40%  compared  to  trucks." 


/ 


Eastem's  Costcutters.  They  hold  up  to  250  pounds.  Are  5,  9,  13  and  18 
cubic  feet  in  size.  Can  fly  on  every  one  of  our  1,400  flights  daily  to  over  100 
destinations  in  the  U.  S.  and  Canada,  coast  to  coast. 

Call  Jerry  Schorr,  Vice  President,  Cargo  Sales,  at  (305)  873-6933  for  a 
free  cost  comparison.  Before  your  competition  does. 


TERIM  Air-Freight 

WE  HAVE  TO  EARN  OUR  WINGS  EVERY  DAYm 


©  1981  Eastern  Air  Lines,  Inc. 


and 


here  because  of  Jacques, 
eplatir 


What  makes  this  my  favorite  hotel 
when  I'm  overseas? 

Jacques,  for  one  reason.  Knowing 
he  cares  about  the  people  he  cooks  for 
is  as  important  to  me  as  the  meal  he 
serves.  And  when  1  see  the  Teleplan 
sign,  I  also  know  this  hotel  cares 
enough  about  me  as  a  guest  to  make 
sure  that  I  can  make  an  international 
call  at  a  reasonable  charge. 

That  means  no  unreasonable  sur- 
charge fee.  And  that's  pretty  important. 


Because  many  hotels  without  Teleplan 
often  charge  $50  or  more  for  a  $20  call. 
That's  why  the  Bell  System,  working 
together  with  leading  hotels,  initiated 
Teleplan. 

Who  has  Teleplan?  The  hotels  are 
listed  on  the  right. 

The  next  time  you  take  a  trip,  stay 
where  they  care.  You'll  find  a  great  hotel 
with  your  very  own  Jacques  or  Philippe 
or  Otto.  And  you'll  find  a  hotel  with 
Teleplan. 


THESE  LEADING  HOTELS 
ARE  TELEPLAN  HOTELS 

GOLDEN  TULIP  HOTELS 

HoUand 
HILTON  INTERNATIONAL 
Worldwide 
THE  LYGON  ARMS 
Broadway, 
Worcestershire,  England 
MARRIOTT  HOTELS 

TRUSTHOUSE  FORTE 
United  Kingdom 

TELEPLAN  COUNTRIES:  I 

IRELAND,  ISRAEL,  | 
PORTUGAL  I 


Bell  System 


The  fair-cost  way 
to  call  home 


Trends 


rs  of  the  576  respondents  (1,000 
anvassed,  including  1 75  with  sales 
ire  than  $1  billion)  said  they 
It  a  majority  of  their  directors 

be  outsiders.  (Three  years  ago 
lought  so.)  The  recruits,  however, 
'  senior  or  retired  executives  from 
:ompanies,  seemed  anything  but 
"I  am  shocked  at  the  turndown 
said  John  Lohnes,  head  of  Korn/ 

board  services  division,  noting 
1%  of  the  responding  companies 
ight  and  not  found.  The  principal 
cited  for  the  refusals  was  lack  of 
Compensation  has  kept  going  up 
Dw  averages  $14,570,  up  from 
D  in  1979.  But  the  increase, 
;  notes,  just  about  matches  the 
m  rate.  And  what  are  directors 
vith  their  boardroom  time?  Topic 
is  financial  results,  ranked  first  by 
f  the  replying  companies.  Next 
finding  management  talent  (first 
)% ).  Corporate  ethics,  the  buming 
1  the  1979  agenda,  has  dropped  to 
[n  1979,  51%  of  Korn/Ferry's  re- 
nts put  corporate  morality  at  the 
:heir  list;  today  only  35%  do  so. 

asters  to  the  rescue? 

it  or  not,  the  automobile  and 
industries  could  be  promising 
for  new  business  talent.  That  is 
Igment  of  Edward  Mosier,  who 
master's  degree-holders  for  Pitts- 
Caniegie-Mellon  University. 
'.a  isn't  as  strange  as  it  may  sound, 
5,  despite  the  sorry  state  of  both 
ies.  "They're  going  to  get  their 
:n  order,"  the  placement  director 
"Our  graduates  have  an  excellent 
mity  in  firms  like  that  to  get  very 
isibility."  Both  autos  and  steel, 
claims,  are  looking  for  bright  new 
s  to  help  them  pull  out  of  the 


Dollars  on  wheels 

ost  expensive  place  to  drive  an 
)bile  in  the  U.S.  is  Los  Angeles, 
ew  York  a  close  second,  according 
rvey  of  20  big  cities  by  the  Hertz 
;ar  folks.  An  Angeleno  driver, 
lays,  spends  53.8  cents  a  mile  on 
a  New  Yorker  50.7  cents,  a  San 
CO  hill-climber  49.0  cents.  Miami 
fourth  with  43.8  cents.  Others  in 
iple  included  Denver  (42.4  cents  a 
'ittsburgh  (40.0  cents)  and  Cincin- 
'A  cents).  The  Hertz  statisticians 
beir  numbers  on  a  driver  clocking 
miles  annually  and  keeping  a  car 
ee  years,  and  included  gas,  oil, 
nance,  repairs,  licenses,  fees,  in- 
loan  interest  and  depreciation. 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  maihng  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $30  □  3  years  $60 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  add  $5  a  year.  Orders  for  other 
countries  add  $18  a  year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name         (ple.ise  prim  i 


New  Address: 


City 


Zip 


Date  of  Address  Change 
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DO-IT-YOURSELF  ROOFING 
SAVES  COSTLY  CONTRACTORS 
Whether  your  roofs  merely  require  patching 
or  complete  resurfacing,  Randustrial®  Cor- 
poration of  Cleveland,  Ohio  offers  you  a  Do- 
It-Yourself  System. 

PATCHING— The  materials  are  supplied  in 
convenient  kit  form  which  includes  every- 
thing necessary  along  with  trowels  and 
brushes  for  application.  These  materials  may 
be  used  right  while  the  roof  is  wet  and  leaking 
which  can  be  a  great  help  when  roof  leaks 
interfere  with  production  or  create  fire  or  per- 
sonal injury  hazards.  Free  2  Gallon  Sample. 

RESURFACING-The  Randustrial®  Do-lt- 
Yourself  Roof  Spray  System  includes  jobsite 
instruction  and  use  of  one  of  the  company's 
$2,630.00  Roof  Spray  Kits  at  no  charge.  The 
system  is  engineered  to  the  point  where  it  is  so 
simple  that  unskilled  plant  laborers  achieve 
professional  results.  The  main  advantage  of 
the  system  is  that  it  represents  tremendous 
savings  over  the  cost  of  employing  outside 
roofing  contractors. 

For  full  details  and  a  free  copy  of  the  Randus- 
trial® 64  page  1981  Roofing  and  Maintenance 
Catalog,  inquire  to  Randustrial®  Corpora- 
tion, 13306  Union  Ave.,  Cleveland,  Ohio  44120. 
Phone  (216)  283-0300. 
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with  another 


"Astounding"  .  ."Amazing". . . 
A  miracle!' 

That's  what  the  experts  said  when 
ley  saw  our  new  XL-10  Imaging 
'rocess. 

A  dramatic  breakthrough  in 
opy  quaUty. 

It  actually  gives  you  orrset- 
uality  copies.  Blacker  blacks  and 
/hiter  whites  than  you've  ever  seen 
efore. 

Even  the  tiniest  details  leap  out 
risp  and  clear 

Of  course,  a  copy  is  worth  a 
lousand  words.  So  if  you  send  your 
usiness  card  to  us  at  Xerox  Square, 
Rochester,  New  York  14644,  or  call 
00-648-5600,  operator  260,"^  we'll 


send  you  back  an  XL-10  copy.  Or 
arrange  a  demonstration. 

Once  you  see  it,  we  tliink  you'll 
agree  with  our  experts. 

XL-10  copies  aren't  just  positively 
beautiful. 

They're  absolutely  faithful. 
Miracles  are  now  available  in 
these  convenient  packages. 

You  can  witness  the  miracle  of 
the  new  XL-10  Imaging  Process  in 
two  new  Xerox  machines. 

The  Xerox  8200  copier /duplica- 
tor and  9500  duplicator. 

The  9500  duplicator  turns  out 
XL-10  quality  copies  at  the  rate  of 
120  per  minute.  It  also  gives  you  two- 
sided  copies,  reduces  and  can  auto- 
matically sort  your  copies  into  a 
virtually  limitless  nurnber  of  sets. 

Optional  attacliments  let  you  put 
together  the  most  com- 
■=»    plicated  jobs. 
The 

^  Xerox  8200 


The  Xerox  9500 


"     gives  you  XL-10  quality 
copies  at  the  rate  of  70  per  minute. 

It  automatically  feeds  originals. 
It  makes  two-sided  copies.  It  also  re- 
duces. Automatically  collates.  And 
then  staples  all  die  ^ 
copies  together  into 
nice,  neat,  manageable  i 


sets. 


The  Xerox  8200 


All  with  the  push  of  a  few  buttons. 
The  Xerox  8200.  And  9500. 
Two  miiacle  workers  fromXerox. 


TheXblO  Imaging  Process. 

XEROX 


Nfv.id.1,  call  800-<;y2-57!0.  operator  260. 


XEROX®,  S201).  '»5(l()  and  XL-IO  an-  rr  jd.  inarks  of  XEROX  CORPORATION. 


FoUow^Ihrough 


The  Fox  hunters 

Herbert  Siegcl's  Chris-Craft  Industries, 
Forbes  commented  a  year  and  a  half  ago 
(Sept.  17.  19''9),  was  "not  much  of  a  com- 
pany but  a  helluva  stock."  Chairman  Sie- 
gcl's  steady  purchases  of  20th  Century- 
Fox  had  given  Chris-Craft  14%  of  that 
company,  so  that  anyone  buying  a  Chris- 
Craft  share  (then  around  20)  also  got  29% 
of  a  Fox  share,  worth  $12.75.  "And  if 
somebody  actually  does  make  a  run  at 
Fox — let's  say  there  was  a  tender  offer  of 
$60  a  share — Chris-Craft  would  make 
out  like  a  bandit,"  Forbes  said.  That 
happy  forecast  looked  even  rosier  in 
1980,  when  Forbes (Fo/low-Tbrough,  June 
23)  noted  that  Siegel's  Fox  holdings 
amounted  to  20%,  so  that  one  Chris- 
Craft  share  brought  not  29%  but  45%  of 
a  Fox  share. 

This  month  could  bring  the  payoff  on 
Siegel's  decision  to  pilot  Chris-Craft  as 
an  investment  company.  Marvin  Davis, 
the  Denver  oil  wildcatter,  has  offered 
$700  million,  exactly  the  $60  a  share 
Forbes  postulated,  for  Fox.  Herb  Siegel, 
who  last  June  turned  down  $45  a  share — 
from  Fox  it  .elf — for  his  holdings  (now 
23%),  supports  Davis.  The  oilman 
brought  his  considerable  300-pound  pres- 
ence to  Los  Angeles  late  in  February  to 
present  his  offer  and  from  all  reports, 
carried  the  day.  Dennis  C.  Stanfill,  the 
Fox  chairman,  called  the  meeting 
"friendly  and  positive"  and  said  he  and 
his  peers  viewed  the  deal  "with  enthusi- 
asm." (Insiders  say  that  Davis,  for  his 


Dennis  Stcnifill 


HcL-s  the  chairman Jbund  ajriend7 


MarriN  I  kit  is 


Is  the  wildcatter  bagging  a  bargain? 

part,  will  back  Stantill  in  the  latter's 
long-running  battle  to  stay  number  one 
at  Fox.)  The  Fox  board  of  directors  or- 
dered clearance  for  a  due-diligence  re- 
view by  Davis'  scouts  and  will  meet 
again  before  the  end  of  this  month  for 
another  look  at  his  offer. 

From  all  indications,  the  prize  is  a  bar- 
gain. Fox's  film  library  (which  includes 
the  box-office  blockbuster  Star  Wars)  is 
estimated  at  $100  million  to  $200  mil- 
lion. Its  63  acres  in  Century  City,  be- 
tween Beverly  Hills  and  downtown  Los 
Angeles,  are  on  the  books  at  a  bargain 
$16  million  but  could  be  worth  $3.5  mil- 
lion to  $4.5  million  an  acre.  Its  Pebble 
Beach  properties — three  golf  courses  and 
3,700  California  acres — are  listed  at 
about  $40  million.  Some  of  it  is  worth 
$200,000  a  quarter-acre.  And  then  there 
are  broadcasting  stations,  4  ski  areas  in 
Colorado,  102  movie  theaters  in  Austra- 
lia and  New  Zealand,  a  Coca-Cola  bot- 
tling operation,  records,  and  on  and  on. 

As  for  Herbert  Siegel,  the  Davis  offer 
would  bring  Chris-Craft  some  $140  mil- 
lion, money  the  chairman  says  will  start 
him  looking  around  for  other  acquisi- 
tions. Chris-Craft  will  make  out  like  a 
bandit,  indeed. 


But  you  gotta  believe 

lohn  Rutledge  had  a  scenario  last  spring 
for  a  Ronald  Reagan  economy.  A  GOP 
victory,  the  president  and  chief  stock- 
holder of  California's  Claremont  Eco- 
nomic Institute  told  Forbes  (May  12. 


I'JHOJ,  would  mean  curbs  on  both  mi 
supply  and  government  spending,  4"/. 
flation  in  two  years  (down  from  1 
and  long-term  interest  rates  of  6%  (d( 
from  16%).  Seven  months  later  Roi 
Reagan  moved  mto  the  White  House 
Rutledge  got  a  chance  to  make  his 
nario  come  true. 

The  CEI  head  was  called  to  Wash 
ton  early  in  January  for  what  he  thoi 
was  a  one-hour  meeting  with  the  O 
of  Management  Budget.  He  was  ti 
for  a  month.  With  him  came  his  "Gl 
sim"  econometric  model,  which  di 
from  most  because  it  is  what  Rutl- 
calls  "an  expectations-driven  systc 
Along  with  the  numbers,  he  crank 
such  psychological  intangibles  as 
sumer  hopes  and  fears.  So  OMB  1 
David  Stockman  wielded  the  slings 
on  the  new  federal  budget  but  RutK 
(who  worked  for  expenses)  helped  h 
him  the  stones. 

The  President  bought  most  of  it— 
not  all.  Like  any  savvy  politician 
toned  down  the  more  glowing  expe 
tions.  The  CEI  scenario  (it  avoids 
word  "forecast"),  for  example,  had  ir 
tion  dropping  possibly  to  around  5". 
the  1984  election.  Mr.  Reagan  made 
4.2%  by  1986. 

Rutledge  and  Globesim,  however, 
now  part  of  the  White  House  appara 
with  a  one-year  OMB  contract.  That 
always  been  Rutledge's  hope  but 
specter  of  conflict  of  interest  had  ar 
because  CEI  intended  to  keep  its  prr 
clients,  who  include  the  likes  of  B.; 
America  Corp.,  Morgan  Stanley,  X. 
and  General  Electric  Co.  Rutledge's  m 
her  two  man,  Jerry  St.  Dennis,  par 
that  by  saying,  "We  advise  some 
corporations,  many  of  whom  deal  v 
each  other  in  the  market.  We  regard 
situation  as  no  different."  OMB  obvii 
ly  agreed. 

And  what  about  the  Reagan  scena 
Rutledge  still  predicts  that  "if  peopk 
lieve"  (and  he  grants  that  the  govi 
ment  has  a  credibility  problem),  the 
ministration  plan  will  put  100  point- 
the  Dow  Jones  industrials,  strengt 
the  dollar  by  5%  to  10%  and  push  rr. 
gage  rates  down  to  about  12%.  Not 
eryone   is  buying  it.  The  CEI  c 
stopped  off  in  Washington  earlier 
month  on  his  way  from  Singapore 
Geneva  and  reiterated  his  views  to 
House  Ways      Means  Committee, 
congressmen,  however,  seemed  to  li- 
more  closely  to  the  less  unconventii 
economists  who  shared  the  microphi 
When  Gardner  Ackley,  once  LBJ's 
economist,  called  the  White  House  ; 
diction  of  4.2%  inflation  by  1986  "at. 
tale,"  not  even  the  Republicans  on  \^ 
&  Means  tried  to  defend  it. 
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BARCIAY 


j  The  pleasure  is  back. 
Wo  tar  free,  BARCLAY 


1  MGTAR 


Also  available  in  100 's  and  Box 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health, 


Readers  Say 


Malcolm  &  Antoinette 

Sir:  Two  editorials,  "Remove  This  $4 
Billion  Tumor/'  and  "Fewer  Young  And 
More  Aging"  (Mar  2),  which  advocate 
cuts  in  social  security  and  federal  pen- 
sion benefits,  put  you  in  a  class  with 
Marie  Antoinette. 

Many  of  us  would  not  be  in  such  dis- 
tressed financial  conditions  if  we  had  not 
heeded  the  advice  printed  in  your  and 
other  magazines — to  buy  bonds,  pre- 
ferreds,  and  only  the  most  conservative 
stocks  in  planning  for  our  retirement. 
Look  at  those  investments  now. 
— Helen  A.  Di}i^es 
Warren.  Feiina. 

Sir:  It  would  be  delightful  if  you  and  your 
fellow  travelers  would  take  a  lead  balloon 
to  your  final,  well-deserved  destination. 
— Francis  Csencles 
jiipiler,  F/a 


Useful  loophole 

Sir:  Ben  Weberman's  article  "Topless 
and  tax-free"  f/Vor.  24,  19H0)  describes 
the  terrible  abuse  of  our  tax-free  system 
with  industrial  revenue  bonds.  Without 
such  tax-free  debt  financing,  I  doubt  our 
corporate  structure  could  have  withstood 
the  devastating  effects  of  the  cost  of 
complying  with  pollution  and  other  en- 
acted environmental  laws.  A  way  should 
be  found  to  prevent  such  abuses  while 
preserving  the  benefits  for  worthy  corpo- 
rate endeavors. 
—Allen  C.  DuBnis 
Delray  Beach.  Fla 


He's  not  smiling 

Sir:  Gillette  Chairman  Colman  Mockler 
may  be  "Looking  Sharp  Again"  (Forbes 
ccM'er,  Feb.  16],  but  if  he  doesn't  get  him- 
self a  new  toothbrush  soon  he  is  headed 
for  dental  problems. 
— George  E.  Ewan.  D.D.S. 
Sheridan.  Wyn 


To  heck  with  foreign  aid 

Sir:  Re  your  comment  favoring  foreign 
&\d(Fact  and  Comment,  Mar.  2).  Give  me  a 
low-interest,  35-year  loan,  and  I  won't 
ask  you  for  an  outright  gift,  especially  if 
you'll  let  me  continuously  refinance  to 
pay  delinquent  interest. 
~J  T.  Bailey 
Houston,  Tex. 

Sir:  In  the  editorial  you  used  an  expres- 
sion from  the  Neic  York  Times — "Ameri- 


cans, pay  the  equivalent  of  a  weekly  pack 
of  cigarettes  for  our  foreign  aid,  and  this 
is  an  inadequate  sum." 

That  adds  up  to  a  figure  in  excess  of  $7 
billion.  The  interest  on  this  amount  is 
almost  S3  million  per  day.  Could  you 
arrange  for  me  to  get  one  day's  interest,  a 
truly  minute  portion  of  this  "inadequate 
sum"?  I  promise  to  subscribe  for  life  and 
write  no  more  letters. 
—John  T.  Kane 
h'aiicho  I'alos  Verdes.  Calif. 

Sir:  It  would  have  been  better  to  let  the 
world  starve,  while  we  citizens  had  what 
we  desired.  A  starved-to-death  Russian 
can't  make  war.  Oil  sales  to  dead  foreign- 
ers, OPEC? 

Mr.  M.S.  Forbes  "Senior,"  why  not  pull 
the  plug  on  your  yacht  and  let  Junior  run 
the  show? 
—Barth  W.  Cinshach 
iXolanrille.  Te.x 

Cood  (/iicslion.  — MSF  Jr. 


New  kind  of  foreign  aid 

Sir:  Our  State  Department  is  sending 
U.S.  advisers  to  El  Salvador  to  help  in 
their  fight  against  insurgents. 

Let  me  select  a  group  to  send:  ad- 
ministrative team  from  CETA;  mainte- 
nance crews  from  Three  Mile  Island; 
quality  control  inspectors  from  our  car- 
makers; some  economists  from  our 
past  three  federal  government  adminis- 
trations; television  executives  to  set  up 
a  cultural  program;  IRS  experts  to  sim- 
plify their  government  fomis;  auditors 
from  Wells  Fargo  Bank;  school  admin- 
istrators to  teach  reading  skills  and 
discipline. 
—John  L.  Hanson 
Fast  I'oin/.  Ca 


Reagan'll  run  again 

Sir:  In  the  middle  column  of  the  editorial 
"Still  Out  On  A  Limb"  (p.  21,  Feb.  16)  I 
see  the  words  "by  the  time  Reagan  runs 
for  reelection."  I  had  the  idea  he  had 
publicly  committed  himself  to  not  seek- 
ing a  second  term. 
—/..V.  Vande)ploeg 
Toronto.  Can. 

He  hcLsn't  and  ti  e  hope  he  tcoiddn't  make 
such  a  foolish  commitment.  — MSF 


Subsidizing  consumption 

Sir:  Re  the  very  significant  differences  m 
the  tax  incentives  between  the  U.S.  and 
Canada  concerning  encouragement  of 


personal  savings ''/m/  and  Comme/it.  i 
2).  A  point  which  would  strengthen  y 
argument  is  that  interest  on  debt  in  C 
ada  for  nonbusiness  purposes  (that  is, 
personal  consumption)  is  not  tax  dedi 
ible.  This  kind  of  subsidized  borrow 
for  personal  consumption  in  the  I 
should  be  curtailed. 
—William  S.  Hindson  | 
Wofjdside.  Calif 


Gas-dependent  Germany 

Sir:  You  say  there's  no  need  to  wc 
about  Western  Europe's  plan  to  finani 
SI5  billion  Soviet  pipeline  to  brinj 
natural  gas  from  Siberia  (Mar  2)  beca 
it  will  result  in  Westem  Europe  hav 
only  57o  of  its  energy  needs  supplied 
the  Soviets. 

The  reason  to  worry  is  that  West  C 
many  will  be  dependent  on  the  Eas^ 
30%  of  its  gas  supply.  What  will  be 
response  by  the  West  Germans  wl 
future  crises  arise? 

— Rik  Bachman  \ 
White  I'lains.  .\  Y 


Helping  libraries 

Sir:  Re  your  remarks  on  libraries  (t 
and  CommeJit.  Feb.  16).  Nothing  is 
refreshingly  stimulating  as  unsolici 
support  for  one's  point  of  view. 
— Zella  .Sha/i?io)i 

.■\ssociate  Director,  | 
.Minneapolis  Fiiblic  l.ibraiy 

and  /nfirmalion  Center  t 
.Minneapolis,  .\hiin  i 

Sir:  Too  often  library  commissions 
carried  away  and  out  of  fiscal  cont: 
Proposition  13  put  a  lid  on — then  vol 
teers  took  up  the  slack. 
—I  I'  A4iby 

Falos  Verdes  F.^tatcy  Calif 


They  made  money  i 

Sir:  The  4th-quarter  1980  earnings 
share  for  J. P.  Stevens  (Statistical  Spotlii. 
Mar  2)  should  have  been  shown  as 
cents  rather  than  a  deficit  of  34  cents. 
— Sterol  Si)ik 
Neir  York.  .\.Y 


I 


Fractional  zero  ^ 

Sir:  In  Fact  and  Comment  (.Mar  2),  y 
refer  to  "less  than  a  fraction  of  1%."  T 
can  only  be  zero. 

— Dan  R.  Konfal  j 
Seven  Hills.  Ohio 
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c&c 

(OMPUTH  aw  COMMUNKtTIOtU 


THE  COMPUTER 

AND 

COMMUNKATIONS 
COMPANY. 


keeps  you  on  top  of  your  business. 


The  age  of  office  auto- 
mation is  upon  us,  and  you 
can  take  the  first  step  into 
It— and  al!  the  way- 
with  NEC. 

Take  our  small  business 
computer.  Its  precise  power 
should  help  you  process 
things  in  the  office  more 
smoothly.  And  just  about 
anyone  can  operate  it. 
Along  with  office  compu- 
ters, we  also  make  an  array 
of  fully  integrated  office 
systems  and  equipment. 
They  give  your  office  the 
sharp  edge  of  automation, 
boost  productivity  and 
increase  profits.  Which  is 
really  what  office  auto- 
mation is  about. 
Helping  you  stay  on  top  of 
your  business  through 
office  automation  is  yet 
another  way  NEC's  Com- 
puter &  Communications, 
or  C&C,  technology  is  posi- 
tively affecting  business 
and  other  communities  in 
more  than  130  countries. 


NEC 

Nippon  Electric  Co.,  Ltd. 

Tokyo,  Japan 


114  Barrel  Proof  is  the  most 
expensive  Bourbon 
in  the  world. Lt 'rna^f 

rich-tasting  Bourbon  in  the  fine  tradition  of  ; 
Old  Grand-Dad  86  and  100  proof,  but  with  one 
important  difference.  It  s  the  only  Bourbon  in 
the  world  which  is  bottled  straight  from  the  barrel 
at  114  proof.  So  you  may  want  to  drink  it  a 
little  differently.  Try  it  in  a  snifter.  Swirl  it 
around  to  release  its  full-bodied  aroma.Take  a 
sip  and  enjoy  its  unique,  aged-in-oak  flavor. 

Then  you'll  know  why  Old  Grand-Dad 
114  Barrel  Proof  is  the  world  s  most 
expensive  Bourbon. 


OLD  GRAND-DAD  114  BARREL  PROOF 


:!it  Bourbon  Whiskey.  - 
.■r,»(i<)Oa()'PistilleryCo. 

j;s.  tnc. 


"With  all  thy  gettmg  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THAT  SOME  OF  OPEC,  LED  BT  SAUDI  ARABIA, 


Iking  about  cutting  production  sharply  and  hiking  prices 
ponse  to  the  momentary  oil  surplus,  may  anger  us — but  it 
;  our  long-run  best  interests  as  well, 
lost  as  soon  as  our  normal  storage  tanks  are  topped  off, 
ind  our  allies — tend  to  taper  the  intensity  of  our  energy 
3.  President  Reagan  didn't  even  mention  the  subject  or 
ic  word  in  his  message  on  the  economically  ill  State  of  the 
n,  and,  in  West  Germany,  the  predominant  Social  Demo- 
in  Hamburg  withdrew  support  for  a  major  local  atomic 
y  plant. 


With  this  latest  planned  flip  of  the  oil  production  switch, 
OPEC  gives  us  an  instant  and  costly  reminder  of  how  our 
current  independence  and  economic  survival  are  so  much  at 
the  mercy  of  their  whims — and  whams. 

Any  letup  in  sinking  domestic  wells  for  more  oil  and  gaS;  any 
letup  in  digging  out  and  using  more — in  more  ways — of  our 
endless  coal;  any  letup  in  swiftly  unplugging  our  stopped  atom- 
ic plant  construction  simply  lengthens  how  long  we  and  the 
rest  of  the  free  world  must  dangle — not  so  slowly — in  the 
Middle  East  winds. 


NO  MATTER  WHAT 

better  start  pouring,  instead  of  dribbling,  oil  into  that       For  strategic  and  even  tactical  defense  purposes,  the  filling  of 

those  domes  with  oil  has  to  come  way,  way  ahead  even  of 
additional  aircraft  carriers  and  new  bombers. 

There  can  be  argument  and  discussions  about  how  best  to 
pay  the  galloping  prices  of  those  gallons,  but  there  can  be  none 
about  the  necessity. 


)  of  strategic  oil  reserve  salt  domes  in  Louisiana. 
:e  the  program  was  established  six  years  ago,  we've  put 
»ut  a  week's  worth.  At  the  present  rate  it  would  take  15 
to  stockpile  the  billions  of  barrels  required  if  we're  to 
;hree  or  four  months'  worth  on  hand. 


BY  APR.  9  JOE  GRANVILLE'S  WACKOS  WILL  EVACUATE 


ngeles,  presumably  in  the  same  way  they  evacuated  the 
market  on  Jan.  7  when  it  dropped  23.8  points  after  he 
aphed  his  investment  advisory  service  subscribers  to  sell 
:hing. 

;  L.A.  Granville  exodus  a  couple  of  weeks  hence  will  take 
because  Joe  says  at  5:31  a.m.  on  Apr.  10  a  major  earth- 
will  take  place  23  miles  east  of  the  city.  At  the  same 
be  made  this  prediction  to  1,800  who  paid  to  crowd  a 
luver  hotel  ballroom  on  Feb.  24,  he  announced  that 
d  be  a  16-point  drop  in  the  Dow  Jones  average  the  next 
ng. 

next  day  the  DJI  rose  over  8  points. 


And  on  Apr.  10  so  will  the  people  of  Los  Angeles. 

It  seems  beyond  doubt  that  Califomia  is  in  for  more  earth- 
quakes and  that  the  Dow  Jones  will  continue  to  have  ups  and 
downs.  But  the  question  is,  how  long  will  how  many  keep  rising 
to  the  expensive  bait  of  such  stock  market  medicine  men? 

While  all  kinds  of  significances  are  read  into  the  impact  that 
Granville-like  tomfoolery  can  sometimes  have  on  a  day's 
stock-market  behavior,  I  think  it's  just  a  barometer  of  the 
surprising  number  who  put  their  money  where  their  gullibility 
is.  And  these  fools  get  parted  from  their  money  without  even 
the  benefit  of  watching  the  shuffling  of  the  pea  under  the 
shells. 
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High  school  bull  rider 


A  Sioux  Indian 


THE  EXPLOSION  IN  POPULARITY  AND  HENCE  PRICES 


of  American — particularly  western — art  and  artists  dead  and 
alive  can  unhyperbolically  te  termed  phenomenal.  The  primi- 
tive stuffs  of  which  homes  and  food  and  clothes  were  made 
from  Colonial  times  to  pioneering  days  are  now  all  pricey 
collectibles — from  wooden  spoons  to  primitive  and  less  primi- 
tive paintings  of  folks  and  places. 

Nothing  equals,  though,  our  lusty  grabbing-up  of  all  cowboy 
art  and  artifacts.  It's  been  like  a  raging  prairie  fire  that  preced- 
ed Ronald  Reagan's  election,  though  since  fanned  anew  by  it. 
The  rare  and  really  good  paintings,  from  the  works  of  dead 


Remington  and  Russell  to  living 
lames  Bama  (above),  arc  worth  far 

more  than  the  gold  nuggets  so  Teen  bronc  champion 
many  went  West  and  broke  their  picks  and  backs  to  seek. 

Interestingly,  our  western  art  and  artifacts  are  widely  thir 
ed  after  in  much  of  the  rest  of  the  world,  too. 

Cowboys  may  be  few — there  never  were  that  many — a 
their  actual  lives  were  more  nightmare  than  nostalgic.  B 
their  romanticized  life  is  the  stuff  of  which  many  st 
make  dreams. 


AMONG  THE  WITTIEST  LINES  IN  CURRENT  LITERATURE 


are  many  of  the  answers  that  appear  m  New  York  magazine's 
weekly  competition  of  which  Number  404  produced  these 
suggestions  to  the  challenge  of  filling  in  the  blanks  in  the 
sentence,  "It  was  so  that  .  .  .": 

"He  was  so  fat  that,  as  a  child,  he  could  only  play  Seek. 

"That  Christmas  tie  was  so  loud  that  when  I  put  it  on  the 
neighbors  banged  on  the  pipes." 

"He  was  so  ugly  that  when  he  was  a  kid  his  parents  took  him 
along  so  they  wouldn't  have  to  kiss  him  good-bye." 

"That  building  is  so  tall,  they  show  movies  in  the  elevator." 


"He's  so  fickle  that  his  towels  are  monogrammed  'His'  ai 
'Next.'  " 

"Peter  Stuyvesant  was  so  absentminded  that  he'd  forget  Ij 
leg  if  it  weren't  screwed  on." 

"She  was  so  fat  that  she  was  going  to  be  a  centerfold  but  t 
magazine  wouldn't  close." 

"He  was  so  stupid  he  thought  Alexander  Haig  was  a  drii 
made  of  Scotch  and  milk." 

"He  was  so  old  he  sent  in  entries  to  Nieuw  Amsterda 
magazine." 


BOOKS 


The  Astors — by  Virginia  Cowles  (Al- 
fred A.  Knopf,  $17.95).  A  well-writ- 
ten, profusely  illustrated  clan  tale 
about  America's  first  millionaire 
that  doesn't  overdwell  on  the  over- 
blown and  over-written-about  social 
Mrs.  Astor. 

Excerpt:  Mrs.  Astor  prided  herself 
oil  her  ability  to  change  with  the 
times.  She  was  well  aware  that  a 
new  era  was  dawning  and  even 
took  a  close  look  at  her  guest  list,  searching  for  the  necessary 
dash  of  "Bohemianism."  When  she  ran  into  Elsie  de  Wolfe 
(later  Lady  Mendl),  she  said  proudly,  "I  am  having  one  of 
those  new  parties,  too."  When  asked  who  was  supplying  the 
Bohemian  element,  she  answered  with  perfect  repose,  "Why, 
Edith  Wharton  and  f.P.  Morgan." 


Karma  Cola:  Marketing  the  Mystic  East — 

by  Gita  Mehta  (Simon  a  Schuster,  S9.95). 
"Karma"  was  the  buzzword  for  the  Grail 
seekers  who  succeeded  the  faded  Flower 
People.  Their  guruing  around  India  made 
even  the  impoverished  Indians  feel  their 
lot  wasn't  as  bad  as  that  Lot.  Here  is  a  very 
funny — but  not  mean — telling  of  the  kar- 
ma quest  and  the  questers. 

Excerpt:  The  long  red  line  of  loonies  came  straggling  m  b 
way  of  Afghanistan,  the  Northwest  Frontier  and  the  Punja 
plains.  The  seduction  lay  in  the  chaos.  They  thought  the 
were  simple.  We  thought  they  were  neon.  They  thought  w 
were  profound.  We  knew  we  were  provincial.  Everybod 
thought  everybody  else  was  ridiculously  exotic  and  ever) 
body  got  it  wrong.  i 
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THE  WHITE  HOUSE 

WASHINGTON 


HERE  WE  NOW 
KNOW  THAT  REAGAN 

really  means  to  cut  the  budget.  Between  the  huge 
postal  rate  increase  and  the  loss  of  this  paid  sub- 
scription, we  can  personally  vouch  that  magazine 
publishers  are  among  the  everybodies  who'll  be 
sharing  the  pain  of  the  federal  spending  cuts. 


February  20,  1981 


Dear  Mr.  Flint: 


In  order  to  keep  abreast  of  diverse  viewpoints,  we 
vrould  very  much  like  to  receive  a  subscription  to 
Forbes  Magazine .    However,  as  you  know,  we  are  in 
an  Administration  which  advocates  austerity,  including 
an  austere  budget  for  this  purpose.    Therefore,  we 
would  very  much  appreciate  it  if  we  could  receive  a 
ootplinientary  subscription. 

Thanking  you  in  advance  for  your  consideration  of  this 
request. 


Sincerely , 


Mr.  Jerry  Flint 

Bureau  Manager 

Forbes  Magazine 

1150  National  Press  Bldg. 

Washington,  D.C.  20045 


oug 

Kevin  Hopkins 
Special  Assistants 

to  the  President 

for  Policy  Developrent 


I  HEARD  A  MEMBER  OF  THE  YOUNGER  GENERATION 

observe,  "If  I  could  remember  what  happened  at  the  party  last  night,  I'd  sure  like  to  forget  it." 


STATING  THERE 

is  usually  harder  than  getting  there. 


TO  KNOW  WHAT'S  ENOUGH 

is  to  know  more  than  most. 


HERE'S  A  GENUINE  INFLATION  FIGHTER 


By  M.S.  Forbes  Jr. 


Canberra,  Australia — German 
"hancellor  Helmut  Schmidt  until  re- 
ently  liked  to  lecture  others  on  how 

0  fight  inflation.  A  more  appropriate 
sacher  might  be  Australia's  Prime 
4inister  Malcolm  Fraser. 

Few  would  think  to  look  at  Austra- 
la  as  a  model  for  successful  economic 
olicies,  but  Fraser  has  been  turning 

1  a  very  creditable  performance  since 
ssuming  power  five  years  ago. 

Fraser  is  no  miracle  man.  He  pulled 
is  country  from  the  brink  of  finan- 
ial  ruin  through  hard,  sensible  poli- 
ies  that  often  involved  more  pain 
han  pleasure.  Yet  he  has  twice  been 
selected  by  substantial  majorities. 

When  he  took  office,  Australia's 
conomy  was  in  tatters.  Inflation 
/■as  running  at  twice  the  rate  of  our 
wn.  The  budget  was  out  of  control. 
)eficits  were  ballooning.  Both  do- 
lestic  and  foreign  investment  had 
ried  up.  The  income  tax  had  be- 
ome  extortionate  through  inflation; 
t  $17,000,  a  person  would  be  in  the 
5%  bracket. 

Credit  was  tightened  and  Fraser 
shacked  away  at  spending.  He  was 
uccessful.  The  deficit  has  almost 
een  eliminated.  Inflation  is  down  to 
ingle  digits  and  is  receding. 

Though  he  disdains  the  Laffer 
;urve  and  the  Kemp-Roth  bill,  Fraser 


also  reduced  income  taxes,  not  by  cut- 
ting rates  (as  Reagan  wishes  to  do)  but 
by  substantially  raising  thresholds  of 
the  tax  brackets.  As  Fraser  put  it  in 
talking  with  me  and  lim  Michaels 
(see  p.  35),  "I  once  [had  a  bet]  with 
Arthur  Bums  that  we  would  get  Aus- 
tralia's inflation  rate  below  that  of  the 
U.S.  And  we  did." 

Still  Fraser  faces  high  hurdles.  Wage 
increases  have  been  rather  moderate  in 
recent  years,  but  restraint  is  breaking 
down;  Aussie  unions  can  be  as  bloody- 
minded  as  their  British  cousins. 

Tax  rates  are  still  far  too  high.  The 
newspapers  are  chockablock  with 
advertisements  for  tax-avoidance 
schemes.  As  the  resources  investment 
boom  gathers  momentum,  there  will 
be  a  growing  clamor  to  "share  the 
benefits"  immediately,  even  though 
the  investments  won't  really  be  paying 
off  for  several  more  years. 

How  well  Fraser  copes  with  his  new 
challenges  remains,  of  course,  to  be 
seen.  To  date,  though,  his  record  has 
been  darned  impressive. 

HISTORY  REPEATS  ITSELF 

Newspaper  headlines  about  the 
President's  tax-cut  program: 

president's  view  that  tax  cut  is 

WAY  TO  balance  BUDGET  CRITICIZED 
FED  CHAIRMAN   BACKS  A  TAX  CUT 

BUT  IS  CONCERNED  ABOUT  DEFICIT 
ARTHUR   BURNS   URGES  WEIGHTING 


TAX  CUT  MORE  TO  SUPPORT  INDUSTRY 
INVESTMENT  THAN  CONSUMER  BUYING 

AFL-CIO  URGES  TAX  CUT  FOR  LOWER 
AND  MIDDLE  INCOME  BRACKETS  BUT 
NOT  FOR  RICH 

SURVEY  FINDS  PUBLIC  SKEPTICAL 
ABOUT  CUTS.  MANY  MORE  CONCERNED 
ABOUT  BUDGET  DEFICIT 

The  program  in  question  is  not 
that  of  Ronald  Reagan  but  John  Ken- 
nedy, 18  years  ago.  Reagan's  pro- 
posed reductions  in  taxes  are  almost 
a  carbon  copy  of  the  Kennedy  cuts. 
(Perhaps  someone  should  remind 
Teddy  of  this  the  next  time  he  de- 
nounces Reaganomics.)  Today,  it  is 
the  Democrats  who  are  talking  about 
the  irresponsibility  of  it  all  more  than 
the  Republicans.  The  roles  have  been 
reversed. 

Contrary  to  the  critics,  the  Kenne- 
dy reductions  did  not  inflame  infla- 
tion. Rather,  by  increasing  incentives, 
they  helped  to  reduce  the  federal  defi- 
cit, increase  government  revenues 
and  enable  the  economy  to  achieve 
noninflationary  growth.  Savings  went 
up  substantially  as  did  investments. 

A  further  irony:  Kennedy's  cuts  were 
very  similar  to  the  Mellon  income  tax 
rate  reductions  of  the  early  i920s.  The 
criticisms  of  Mellon's  program  have  a 
familiar  ring:  fiscal  irresponsibility,  a 
giveaway  to  the  rich,  etc.  Yet  Mellon's 
tax  slashes  made  possible  the  great 
boom  of  the  Twenties. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  s  mind.  -AISF 


Lippmann  on  Poland 

Lippmann  .  .  .  thought  Prime  Minister 
Churchill's  plan  for  a  pro-British  govern- 
ment in  Warsaw  entirely  fanciful.  An 
independent  Poland  could  survive  "only 
if  it  is  allied  with  Russia,"  he  wrote  as 
early  as  January  1944.  If  the  Poles  an- 
nexed territory  that  was  German,  they 
would  need  outside  help  to  hold  on  to 
that  territory.  Only  Russia  could  provide 
that.  Therefore,  he  underlined,  Poland 
had  to  come  to  terms  with  Russia,  "to 
terms  which  make  Russia  the  principal 
guarantor  of  the  western  boundary."  Sta- 
lin knew  this,  the  Germans  knew  it,  and 
so  did  the  moderate  Poles.  .  .  .  There 
could  be  "no  future  for  a  Poland  gov- 
emed,  or  even  influenced,  by  those  Poles 
who,  even  before  they  are  liberated  from 
the  Nazis,  conceive  themselves  as  the 
spearpoint  of  a  hostile  coalition  against 
the  Soviet  Union." 

— Walter  Lippmann  and  the 
American  Century,  by  Ronald  Steel 

Hope  in  Low  Expectations 

The  voters  have  become  terribly  cyni- 
cal in  recent  years.  They  do  not  expect 
much  from  their  Government.  In  a 
sense.  President  Reagan  has  it  good  be- 
cause things  are  so  bad.  ...  It  will  be  a 
huge  improvement  over  the  past  15  years 
if,  during  the  next  four  years,  90%  of  his 
policies  are  anti-inflationary.  With  that 
sort  of  discipline,  Mr.  Reagan  can  lay  the 
foundation  for  a  very  prosperous  era  in 
the  mid-1980s. 

— Rudolph  G.  Penner, 
Resident  Scholar,  American  Enterprise 
Institute  for  Public  Policy  Research 

The  Liberated  Poor 

Allen  Ginsburg,  a  self-proclaimed 
Dharma  Bum,  announced  that  Calcutta 
is  the  most  liberated  city  in  the  world. 
The  people  have  no  hang-ups.  They  go 
around  naked.  It  was  a  characteristically 
original  view.  No  one  before  had  suggest- 
ed to  the  natives  that  their  destitution 
was  a  sign  of  advance. 

— Karma  Cola,  by  Gita  Mehta 

Moroccans  and  U.S. 

As  Atlantic  Arabs,  Moroccans  are  the 
Islamic  people  closest  to  the  United 
States.  They  command  southern  access 
to  the  Mediterranean;  they  are  African, 
third  world,  moderate  and  friendly  to  the 
West.  We  have  had  200  years  of  good 
relations  with  Morocco,  which  has  a  his- 
toric claim  to  being  among  the  first  na- 


tions to  recognize  the  newly-indepen- 
dent United  States.  ...  At  Casablanca  in 
1943,  as  Churchill  exuded  cigar  smoke 
and  the  French  sat  by  stonefaced,  FDR 
pledged  American  support  to  a  free  Mo- 
rocco. Moroccans  haven't  forgotten. 
They  granted  us  the  use  of  military  facili- 
ties until  1978,  when  they  were  termi- 
nated at  our  request.  It  is  in  our  national 
interest  that  this  strategic  land  contin- 
ues to  be  stable,  peaceful  and  well  dis- 
posed to  our  values. 

— Angier  Biddle  Duke,  Ambassador 
to  Morocco,  in  the  National  Committee 
on  American  Foreign  Policy  Newsletter 

No  Sense 

When  Henry  suddenly  married  the 
gardener's  daughter,  Malvina  Dinehart, 
the  Astors  were  indignant.  "Nothing 
but  a  peasant,"  said  William  B.,  who 
seemed  to  have  forgotten  his  father's 
origins.  He  cut  Henry's  inheritance  to 
a  paltry  $30,000,  but  Henry  did  not 
appear  to  mind.  "Money  counts  for  lit- 
tle in  this  world,"  he  said,  "compared 
with  love  and  life."  Apparently  this 
remark  alone  convinced  the  family 
that  he  was  more  deficient  than  they 
had  imagined. 

— The  Astors,  by  Virginia  Cowles 

While  the  U.S.  Fiddles 

while  the  U.S.  remains  traumatized  by 
the  Three  Mile  Island  incident,  other  in- 
dustrialized nations  are  moving  rapidly 
in  the  field  of  nuclear  power.  The  most 
aggressive  program  now  belongs  to 
France,  which  plans  to  draw  75%  of  its 
electricity  from  the  atom  by  1990.  .  .  . 
France  also  leads  in  developing  types  of 


nuclear-waste  disposal  technology. 

The  British  government  has  decide 
build  20  new  reactors,  and  it  hopes 
these  will  provide  half  of  the  count 
electricity  by  2001.  Sweden,  where 
public  supported  the  continued  deve 
ment  of  nuclear  energy  in  a  referenc 
in  March,  is  going  ahead  with  plan 
more  than  double  its  nuclear  capacif 
1988.  The  Soviet  Union,  West  Germ 
and  Japan  expect  that  by  1990  they 
be  able  to  produce  about  25%  of  tl 
electricity  from  nuclear  power. 

—Tl 


Dont  Jtist  stand 
something. 


there.  Un 


-MurnQT  Weidenbaum,  new  chain 
of  the  Council  of  Economic  Advis 


No  One's  on  First 

More  is  happening  in  American 
right  now  than  ever  before.  There 
more  of  everything  and  of  everybo 
including  critics.  .  .  .  The  art  world  i 
balkanized  anarchy,  with  lots  of  lit 
insides,  lots  of  little  games,  better  ■ 
worse  people,  hierophants  and  hustli 
Meanwhile  there  is  art,  available  to  ai 
one  who  has  a  personal  use  for  it. 

— Peter  Schjeldahl,  Village  Vo 

In  the  Pink 

Noted  interior  designer  Mrs.  Her 
Parish  II's  attitude  toward  decorating  i 
characteristic  mix  of  the  lofty  and  t 
wry.  .  .  .  "You  have  to  be  a  bit  of  a  pi 
chiatrist  to  be  a  decorator.  .  .  .  We  crei 
an  environment,  and  then  we  teach  p( 
pie  how  to  live  in  it."  When  question 
about  her  predilection  for  pale  pink  lai 
shades,  she  quipped,  "They  make  t 
rich  look  healthy." 

— Architectural  Digi 


-  I 
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mi  An  RClBolid  State  Laser  that"^ 
w  fits  through  the  eye  of  a  needle 
in  transmit  500  million  bits  of  information 
sr  second  through  a  thread  of  glass. 


The  entire  contents  of  a  24-yolume  encyclopedia  in  v" 
3  minutes.  2500  phone  conversations  or  20  TV 
programs  at  the  same  time.  Staggering  amounts 
of  information  -  all  made  to  pass  through  a  tiny  ^mi. 
thread  of  glass  by  a  solid  state  laser  that 
radiates  light  from  an  area  one-hundredth  the    ■'i  '; 
size  of  the  period  at  the  end  of  this  sentence.  H 
This  laser,  developed  by  RCA  scientists, 
emits  a  narrow,  intense  beam  of  light  ^Bl 
that  can  be  efficiently  coupled  into  the  ^B 
microscopicfibersthatcarry  the  information.  ^B 
Because  of  its  incredible  stability  and  small  H 
size,  RCA's  solid  state  "double  dovetail"  ■ 
laser  represents  a  significant  step  toward  B 
faster,  smaller,  more  efficient  fiber-optic  1 
communications  systems.  1 
This  Solid  State  Laser  is  a  product  of  ) 
RCA  research -the  kind  of  dedicated 
research  that  has  been  a  tradition  at  RCA-'-, 
for  over  sixty  years.  Today,  many  years 
after  Nipper  started  listening  to  "His 
Master's  Voice','  research  and  develop- 
ment of  electronic  products  are  funded 
at  the  highest  level  in  our  company's 
history.  Our  commitment  is,  as  it  has 
always  been,  to  the  advancement  - 
of  technology  -  to  the  creation  of 
products  that  expand  the  human 
horizon,  whether  through  a  wave, 
of  sound  or  a  thread  of  light. 

CiigsO  RCA  Corporation  '  -^^^^P 


Grace  looked  into  cool  and 
found  a  way  to  fill  your  gas  tan 

^hiouldn't  you  look  ir^to  Gpce?^ 


Coal  may  be  Americas  most  plentiful 
energy  resource.  But  gasoline  is  what 
we  really  need. 

So  at  Grace,  we're  investing  our 
resources  in  a  plant  that  could  turn 
high-sulfurcoal  into  high-octane, 
unleaded  gasoline  -  at  a  rate  of 
50,000  barrels  a  day 

We're  also  looking  into  ways  of 
turning  coal  into  COjond  fuel-grade 
methanol  -  and  using  them  to 
transport  pulverized  coal  by  pipeline 
for  power  generation  and  other  uses. 

And  to  make  the  most  of  our  energy 


reserves,  Grace  is  increasing  the  output 
of  its  coal  mining  joint  venture  in  north- 
western Colorado -from  a  few  bins  full 
in  1972  to  5  million  tons  a  year  by  1984. 

Coal  is  only  one  part  of  Grace's 
natural  resources  group.  And  natural 
resources,  in  turn,  are  only  one  facet 
of  Grace's  total  operations. 

Grace,  in  fact,  is  a  $6.0  billion 
company  with  balanced  interests  in 
chemicals,  natural  resources,  and 
consumer  products. 

Since  1969,  the  company's  net  income  has 
grown  by  an  average  of  14%  annually. 


And  our  shareholders  have  been  receiving 
cash  dividends  for  47  consecutive  years. 

Our  annual  report  can  tell  you  more. 
Send  for  if  by  writing  to  W.  R.Grace  &  Co., 
Grace  Plaza,  1114  Avenue  of  the  Americas, 
New  York,  NY  10036,  Dept.  FB 

And  look  into  a  company  that's  looking 
out  for  America's  energy  needs. 

One  step  ahead  of  a 
changing  world. 

GRACE 

cfiemicQis  •  nanjia.  resources  •  cons^r'.er  products 


The  Economy 


VIONEY&  INVESTMENTS 


Price  weakness 
is  starting 
to  spread 


Why  the 
inflation  figures 
still  look  bad 


By  year-end: 
inflation  at  8% 
and  dropping 


TOU  CAN  ALMOST  HEAR  THE  AIR  ESCAPING 

We  suspect  that  the  American  people  and  the  news  media  are  so 
brainwashed  on  inflation  that  they  don't  recognize  the  signs  of  impending 
deflation  when  they  see  them.  Beef,  $1.04  a  pound  a  year  ago  at  wholesale,  is 
95  cents  in  mid-March.  Coffee  is  down  from  $1.90  to  $1.23.  Gold  and  silver? 
Don't  ask.  Even  collectibles  are  starting  to  slide.  A  set  of  zeppelin  stamps 
(commemorating  the  beginning  of  air  mail  service  across  the  Atlantic)  sold 
for  as  much  as  $9,500  last  September.  In  mid- March  one  went  for  $5,000. 
Everybody  knows  the  housing  market  has  turned  ominously  dull.  Art  and 
antique  dealers  tell  us  that  their  business  is  starting  to  dry  up,  too. 

Let's  look  at  the  whole  picture:  The  Bureau  of  Labor  Statistics'  spot 
commodity  index  is  272.1,  down  from  293.5  last  year.  Futures  prices  have 
been  declining  since  last  October. 

Why,  then,  do  the  CPI  inflation  figures  still  look  bad?  Two  reasons:  One  is 
that  decontrol  and  the  recent  OPEC  increases  are  still  working  their  way 
through  the  economic  system.  But,  as  we  said  in  the  last  issue,  oil,  at  least 
for  the  time  being,  is  nearly  a  spent  force  as  an  inflationary  factor.  Iran  and 
Iraq  are  pumping  again.  For  now,  OPEC  will  have  its  hands  full  maintaining 
prices — forget  about  raising  them.  Already  premiums  for  spot  oil  are  fast 
disappearing. 

The  other  reason  that  the  inflation  figures  still  look  bad  is  that 
wage  costs  keep  rising  and  many  managements  are  getting  away  with 
margin-enhancing  price  increases.  Both  labor  and  management  are  still 
excessively  inflation-minded.  Neither  yet  recognizes  declining  wholesale 
prices  as  the  handwriting  on  the  wall,  lust  to  take  a  small  example:  Corn, 
because  of  drought  conditions,  is  one  of  the  few  commodities  up  in  price.  It 
is  now  about  30%  higher  than  a  year  ago.  But  at  a  Manhattan  supermarket 
this  30%  increase  in  raw  material  costs  translates  into  a  100%  increase  in 
the  price  of  Kellogg's  Special  K;  a  15-ounce  box  that  sold  for  79  cents  a  year 
ago  now  costs  $1.59. 

Here's  how  this  lopsidedness  works  out  for  the  economy  as  a  whole:  Raw 
material  costs  (other  than  energy)  are  up  3%  in  the  last  12  months; 
intermediate  goods,  such  as  sheet  metal,  flour  and  fabrics,  rose  7.6%; 
finished  goods  prices  were  up  8.8%.  The  pattern  is  clear:  At  each  stage  of 
the  process  somebody  adds  something  for  himself. 

The  point  is:  This  can't  last.  Inflation  cannot  persist  indefinitely  on  psy- 
chology alone.  Here's  a  flat  prediction:  By  early  summer  the  weakness  of 
commodity  prices  will  start  showing  up  at  the  consumer  price  level. 

Political  indicators,  too,  are  at  least  somewhat  deflationary.  Presi- 
dent Reagan  won't  get  everything  he  asks  for,  but  Congress  reads  its  mail 
and  its  mail  is  running  strongly  pro-budget-cutting  and  pro-tax-cutting. 
Reagan  will  get  a  major  part  of  what  he  is  asking.  The  prospect  of  a  lighter 
tax  burden  and  a  better  trend  in  government  spending  will  help  turn  the 
psychology  around. 

Add  up  all  these  contra-inflationary  trends  and  we  think  that  by  year-end 
the  U.S.  Consumer  Price  Index  will  be  running  at  8%,  vs.  the  current  12%. 
That's  not  eliminating  inflation,  but  it's  taking  it  in  the  right  direction. 
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The  Forbes  Index  Components 


Is  a  top  in  sight?  This  issue's  index  is  ^ 
still  rising,  but  at  an  ever  slower  pace,  '^o 
The  gloomiest  piece  of  bad  news  comes  lis 
from  unemployment  claims.  When 
these  grow,  it  is  a  sign  of  economic 
weakness — and  for  the  most  recent  re- 
porting period  the  claims  figure  was  up  jso" 
more  than  3% .  That  is  hardly  cheering.  Jso" 
But  even  worse,  it  marks  the  reversal  of  iio" 
an  eight-month  decline. 


I  I  I 


Industrial  production  index  (1967=1001 
seasonally  adjusted  (Federal  Reserve' 


Unemployment  claims  (thousandsl 
seasonally  adjusted  (Dept.  ot  Labor! 


Retail  store  sales  (SbiUionsl , 

seasonally  adiusted  (Dept.  of  Commercel 


150 


New  housing  starts  (thousandsl 

pnvately  owned,  unadiusted  (Dept.  of  Commerce) 


The  Forbes  Index  is  a  measure  of  U  S.  economic  activity 

composed  of  eight  equally  weighted  elements: 

Total  industrial  production 

New  claims  for  unemployment  compensation 

The  cost  of  services  relative  to  all  consumer  prices 

The  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories 

Total  retail  sales 

New  housing  starts 

Personal  income 

The  change  in  the  amount  of  consumer  installment  debt 
outstanding 

To  measure  these  eight  elements,  Forbes  monitors  11 
senes  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  is  presented  at  nght. 
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Growing  recognition  of  possible  health 
hazards  in  the  job  environment  is  leading 
to  a  rise  in  workers*  compensation  claims 
and  to  higher  operating  costs  for  com^ 
panies  striving  to  reduce  such  hazards. 

A  brief  review  by  INA  of  an  insurance 
topic  of  interest  to  business  executives. 


When  a  new  emptoyee  of  a 
company  starts  work  in  the  not- 
too-distant  future,  he  or  she  may 
be  given  two  booklets.  The  first 
will  be  the  familiar  material  de- 
scribing the  company  and  its  bene- 
fits. The  second  will  outline  the 
possible  hazards  of  the  job,  includ- 
ing the  toxic  and  harmful  agents  to 
which  the  employee  may  be  ex- 
posed, together  with  the  precau- 
tions to  be  taken  against  them. 

If  this  should  come  about,  it 
will  be  one  result  of  a  new  wave  of 
public  consciousness  of  occupa- 
tional hazards— the  health  risks  as- 
sociated with  employment.  It  has 
become  clear  that  tliere  are  many 
more  toxic  substances  m  places  of 


employment  than  were  formerly 
recognized.  As  a  result,  a  number 
of  diseases  afflicting  workers  are 
turning  out  to  be,  at  least  in  part, 
job-induced.  At  the  same  time, 
the  employer's  responsibility  to 
maintain  a  healthy  working  envi- 
ronment is  adding  to  operating 
costs,  reflecting  the  expenses  of 
such  measures  as  monitoring  air 
quality. 

Long  time  lags 

It  is  estimated  that  there  may 
be  as  many  as  200,000  chemical 
compounds  in  working  environ- 
ments today,  the  great  majority  in- 
troduced since  World  War  II.  In 
fact,  new  chemical  substances  are 


currently  appearing  in  industry  at 
the  approximate  rate  of  one  every 
twenty  seconds. 

Since  a  long  time  period  is  re- 
quired for  the  manifestation  of 
many  occupational  diseases,  an- 
other twenty  years  may  be  needed 
to  determine  whether  the  chemi- 
cals introduced  in  the  1960s  alone 
are  hazardous.  For  example,  al- 
though the  first  polyvinyl  chloride 
plant  was  built  in  1938,  the  first 
cases  of  liver  cancer  linked  to  PVC 
were  not  discovered  until  nearly  35 
years  later. 

Changes  are  also  taking  place 
in  the  legal  definition  of  occupa- 
tional disease.  This  term  has  tradi- 
tionally excluded  all  ordinary 
diseases  to  which  the  general  pub- 
lic is  exposed.  But  in  recent  years  a 
number  of  states,  including  Cali- 
fornia and  Connecticut,  have 
amended  their  workers'  compensa- 
tion codes  to  include  "cumulative 
injury"  as  part  of  occupational  dis- 
ease. This  tends  to  make  an 
employer  liable  should  any  contin- 
uing circumstance  of  employment 
play  a  part  in  an  illness  of  any  kind. 


[azards  at  Work 


For  example,  all  costs  of  a  cu- 
nulative  injury  claim  for  job- 
elated  emphysema  may  be 
barged  to  the  employer  even 
hough  a  three-packs-a-day  smok- 
ng  habit  may  have  been  a  major 
ontributing  cause  of  the  condi- 
ion.  Thus  employers  may  bear  a 
arge  burden  for  disabilities  which 
re  caused  at  least  in  part  by  non- 
ob-related  factors. 

A  flood  of  claims 

Application  of  the  cumulative 
njury  doctrine  has  opened  the  way 
o  a  steady  increase  in  this  type  of 
laim.  Many  are  filed  by  workers  at 
ir  near  retirement  age  who  do  not 
xpect  to  continue  to  work.  And 
he  great  majority  of  cases  entail 
xpensive,  time-consuming 
itigation. 

If  current  trends  in  cumulative 
njury  continue  unabated,  a  recent 
najor  study  indicates  that  they 
nay  jeopardize  the  entire  workers' 
ompensation  system.  Among  the 
>ossible  consequences  will  be  more 
itigation,  widespread  compensa- 
ion  for  non-work-related  disabili- 


ties, and  substantially  higher 
average  cost  per  claim. 

Holding  down  hazards 

Meanwhile,  strides  are  being 
made  in  the  detection,  evaluation 
and  control  of  environmental  haz- 
ards in  the  workplace.  In  addition 
to  chemicals  which  may  be  toxic- 
particularly  in  the  form  of  airborne 
dusts,  gases,  fumes  and  vapors- 
such  hazards  as  noise,  vibration, 
radiation  and  temperature  ex- 
tremes are  being  more  successfully 
controlled  today. 

Under  the  Occupational  Safety 
and  Health  Act  (OSHA),  stan- 
dards have  been  adopted  which 
specify  the  maximum  allowable 
airborne  concentrations  for  hun- 
dreds of  toxic  materials  encoun- 
tered in  the  work  environment. 

To  comply  with  these  stand- 
ards, periodic  monitoring  of  the 
work  environment,  involving  reli- 
able laboratory  analysis  of  air  sam- 
ples, may  be  required  by  many 
industries.  This  work,  like  the  con- 
trol of  occupational  health  hazards 
generally,  lies  in  the  field  of  indus- 


Vhen  a  worker 
eeds  a  friend 

nitial  report  of  any  occupational  disabil- 
icates  that  the  disability  is  likely  to  ex- 
iree  weeks,  it  is  often  highly  beneficial 
gistered  nurse  specializing  in  rehabilita 
make  early  personal  contact  with  the 
I  worker  to  determine  if  rehabilitation 
ures  could  speed  recovery, 
lis  procedure  is  recommended  by  Inter- 
al  Rehabilitation  Associates,  an  INA 
ny,  based  on  observation  of  tens  of  thou- 
)f  disability  cases-many  involving  occu- 
al  disease. 


trial  hygiene  and  is  proving  increas- 
ingly indispensable  to  industry. 

Professional  industrial  hygien- 
ists  are  among  the  workers'  com- 
pensation loss  control  specialists  at 
the  Loss  Control  Division  of  the 
Insurance  Company  of  North 
America,  an  INA  company.  In  ad- 
dition, INA  maintains  a  labora- 
tory, accredited  by  the  American 
Industrial  Hygiene  Association, 
which  specializes  in  the  detection 
and  analysis  of  chemical  hazards. 
INA  has  the  capacity  to  develop 
comprehensive  loss  control  pro- 
grams tailored  to  specific  needs. 

Comprehensive  services 

Recognizing  and  meeting 
complex  needs,  such  as  those  of 
business  for  combating  occupa- 
tional health  hazards,  typifies 
INA's  comprehensive  approach  to 
increasingly  sophisticated  insur- 
ance and  risk  management 
problems. 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall,  Phila- 
delphia. Today  it  is  the  largest 
component  of  INA  Corporation's 
international  network  of  insur- 
ance, financial,  and  health  care  in- 
terests. In  property  and  casualty 
insurance  and  risk  management 
services,  life  and  group  insurance, 
health  care  management  and  finan- 
cial services,  INA  and  its  affiliated 
companies  offer  a  unique  combina- 
tion of  products  and  services  to 
business  and  industry  worldwide. 

For  an  informative  booklet  on 
current  trends  in  political  risk  in- 
surance, write  INA,  1606  Arch 
Street,  Philadelphia,  PA  19101. 
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THE  REMARKABLE  1981  JAGUAR 


BREDTD  BETHE  BESTJAGUAR  IN  HISTO 


For  moru  uian  titty  years,  the  superb 
thoroughbred  motorcars  of  Jaguar 
have  made  history  on  the  world's 
racetracks  and  in  the  annals  of  classic 
automotive  design. 

This  newest  Jaguar,  the  Series  III, 
also  makes  history,  simply  by  being  the 
best  Jaguar  sedan  ever  built. 

The  Series  III  is  powered  by  the  most 
advanced  version  of  Jaguar's  legend- 
ary 4.2  liter  double  overhead-cam  Six. 
Electronically  fuel  injected,  with  a 
Bosch  Lucas  system,  this  vividly  re- 
sponsive power  plant  also  has  a  thor- 
oughly dependable  electronic  ignition 
and  a  separate,  electronic  cold  start 
enrichment  system,  making  this  latest 
Jaguar  the  most  reliable  ever. 

Like  all  Jaguars,  the  Series  III 
moves,  handles  and  responds  with  a 


special  grace.  Four  wheel  indepen- 
dent suspension  gives  the  car  a  re- 
markable feel  for  the  road,  regardless 
of  the  quality  of  the  road  surface.  A  very 
precise  rack  and  pinion  power  steering 
system  assures  positive  directional  re- 
sponse. Power  disc  brakes  on  all  four 
wheels  stop  the  Jaguar  decisively. 

Bred  in  a  tradition  of  rich  but  under- 
stated luxury,  the  Jaguar  Series  ill 
provides  both  an  elegant  ambience 
and  the  latest  in  electronic  technology. 
The  classic  Jaguar  luxury  is  reflected 
in  such  things  as  the  dashboard  ve- 
neered in  rare  walnut  burl,  the  seat  fac- 
ings covered  in  supple  topgrain  leather 
and  impressive  silence  in  motion.  The 

JAGUAR 

M  A  BLENDING  OF  ART  AND  MACHINE 


latest  technology  is  apparent  in  the 
self  adjusting  heating  and  airconditior 
ing,  power  driver's  seat,  power  side 
view  mirrors,  stereo  AM  FM  radio  with 
station-seeking  tuner  and  cassette,  ar 
antenna  that  disappears  when  the  er 
gine  is  turned  off,cruise  control,  electric 
sunroof,  and  alloy  wheels:  all  standarc 


THE  BEST  JAGUAR  WARRANTY  IN  HISTORY. 

So  great  is  Jaguars  confidence  in  ttie 
Series  III  that  for  1981  models  ttie 
basic  12-monlh  limited  warranty  is  ex- 
tended to  cover  the  power  tram  for  a 
full  fwo  years  or  50,000  miles,  which- 
ever comes  first.  For  full  details  of  this 
remarkable  warranty  see  your  Jaguar 
dealer  For  your  nearest  dealer  call  toll- 
free:  (800)  447-4700  or.  in  Illinois, 
(800)322-4400. 


^  Jaguar  Rover  Triumph  Inc.  Leonia,  N.J.  0760! 
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bankers'  friends  in  Congress  are  trying  to 
Ole  the  money  market  funds.  (Talk  about 
ting  the  little  guy!) 

Curb  the  money 
funds? 


By  Thomas  O'Donnell 

ARRY  Brown  should  be  a  happy 
man.  He  invented  the  money 
market  fund  a  scant  nine  years 
rhe  industry's  assets  recently 
i  the  $100  billion  mark  and  his 
eserve  Fund  swelled  to  $2.6  bil- 

0  Brown  is  both  prophetic  and 
:ous. 

,  then,  isn't  Harry  smiling? 
are  out  to  destroy  us,"  he  thun- 
tting  in  the  Reserve  Fund's  mid- 
ttan  headquarters,  where  desks 
imed  together  and  phones  never 
iging.  "It's  outrageous.  The  same 
esident  Reagan  announced  his 
irket  economic  program,  a  Repub- 
ongressman  introduced  a  bill  in- 
to shut  us  down." 
n  is  referring  to  Representative 
Leach  (R-Iowa)  and  a  bill  that 
authorize  the  Federal  Reserve  to 
reserve  requirements  on  the 
The  reserves  supposedly  would 
fund  yields,  allowing  banks  and 
nstitutions  to  compete  more  ef- 
ly  for  the  money  that  has  been 

1  into  the  funds — about  $25  billion 
bis  year. 

most  serious  threat  to  the  funds  is 
from  lawmakers  in  such  states  as 
id  Oklahoma,  where  bank  lobbies 
te  strong.  "They're  trying  to  nick- 
dime  us  to  death,"  fumes  Brown, 
ar  example,  is  studying  legislation 
uld  effectively  ban  funds  from  the 
Dklahoma  may  pass  a  law  that 


Out  of  sight 

Even  though  interest  rates  have  ta- 
pered off,  money  funds  are  still 
growing  at  an  astonishing  pace. 
That's  because  yields  fall  more 
slowly  than  rates  and  many  buyers 
are  attracted  by  convenience. 
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would  require  most  funds  to  register 
with  the  state  banking  commissioner. 

Are  the  money  funds,  in  fact,  to  blame 
for  the  problems  of  small  banks  and 
thrifts?  The  answer  is  almost  certainly 
no.  "The  bogey  man  is  not  the  funds,  but 
inflation,"  points  out  William  Don- 
oghue,  publisher  of  Donoghue's  Moneylet- 
ter.  hideed,  because  of  inflation  and  the 
increasing  sophistication  of  consumers, 
financial  institutions  now  are  paying 
high  money  market  rates  for  money  that 
they  used  to  be  able  to  obtain  for  less 
than  6%.  This  forces  the  thrift  industry 
overall  to  pay  12%  or  more  for  money  to 
finance  mortgage  portfolios  yielding  an 
average  of  9% . 

But  if  lawmakers  are  seriously  con- 
cerned about  the  little  fellow,  the  last 
thing  they  will  do  is  shut  down  the 
money  funds.  Then  the  small  saver 
would  either  have  to  take  a  miserable 
5^2%  on  a  passbook  savings  account  or 
lock  his  money  into  bank  money  mar- 
ket certificates,  which  are  less  liquid 
and  currently  pay  less  than  the  funds. 
The  big  fellow,  institutional  or  individ- 
ual, could  by  contrast  continue  to  get 
high  yields  in  commercial  paper,  bonds 
or  Treasury  bills. 

In  the  end,  then,  common  sense  will 
probably  prevail.  Indeed,  legislation  to 
limit  the  funds  recently  died  in  Georgia 
and  Arkansas.  In  Georgia,  a  bill  to  elimi- 
nate checkwriting  on  funds  was  with- 
drawn after  consumers  raised  a  howl. 
Similarly,  an  Arkansas  bill  that  would 
have  required  funds  to  invest  in  each 
community  having  a  shareholder  (a 
smokescreen  for  shutting  them  down) 
was  also  withdrawn. 

If  they  are  not  reined  in,  how  big  can 
the  funds  get?  "They  could  haul  in  an- 
other $100  billion  by  year-end  1982," 
predicts  Donoghue.  A.  Michael  Lipper  of 
Lipper  Analytical  is  as  upbeat.  "There's 
simply  no  natural  or  economic  barrier  to 
how  big  the  funds  can  become." 

Ironically,  the  main  beneficiaries  of 
that  growth  will  include  the  banks,  espe- 
cially the  biggest.  Why?  Because  the 
money  funds  turn  around  and  buy  certifi- 
cates of  deposit,  mostly  from  the  biggest 
banks;  nearly  half  their  assets  are  now 
invested  in  bank  paper.  Actually,  the 
funds  have  been  a  boon  to  the  big  banks, 
enabling  them  to  raise  money  quickly 
and  comparatively  cheaply. 

Aware  of  all  this,  the  bigger  banks  are 
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not  joining  the  fight  against  the  money 
funds.  They  hope  they  can  use  the  funds 
as  a  wedge  to  free  themselves  from  regu- 
latory restraints.  "We  don't  want  to  re- 
strict the  funds,"  says  Citibank's  Execu- 
tive Vice  President  Lawrence  Small.  "We 
want  to  compete  with  them."  Indeed, 
the  American  Bankers  Association  is 
pushing  for  a  new  deposit  instrument 
that  would  more  closely  approximate  the 
yields,  liquidity  and  minimum  invest- 
ment of  the  funds  than  anything  now 
available. 

Whether  or  not  that  is  created,  the 


banks  will  be  free  to  pay  whatever  they 
want  for  money  by  1986.  That,  of  course, 
will  mean  tougher  sledding  for  the  funds, 
but  it  will  not  put  them  out  of  business. 
"The  funds'  assets  could  slip  back  to 
maybe  $50  billion,"  says  Lipper  "But 
they  won't  disappear." 

For  now,  the  money  funds  can  barely 
keep  up  with  the  demand.  Activity  is  at  a 
record  level  and  switchboards  are  lit  up 
at  virtually  all  of  them. 

To  suggestions  that  the  government 
should  step  in  to  save  the  smaller  banks 
at  the  expense  of  the  small  saver,  Harry 


Brown  responds  with  logic  as  well 
with  heat.  Says  he:  "Let  small  bai 
merge  into  larger,  more  efficient  or 
This  nation  didn't  become  great  by  j 
serving  inefficiency." 

"Let's  face  it,"  says  William  D 
oghue,  "putting  your  cash  in  a  S'/z'/o  s 
ings  account  is  like  buying  a  ticket 
the  Titanic.  People  have  the  right  to 
their  money  wherever  they  want.  To 
strict  the  funds  is  to  restrict  the  frecdj 
of  investment.  They  didn't  write  t| 
one  into  the  Constitution  but  tl 
should  have."  ■ 


between  a  rock  and  a  hard  place.  Chj 
cellor  Helmut  Schmidt,  for  examj 
must  fight  inflation  just  to  stay  in  off] 
Yet  he  is  constantly  pressured  by 
U.S.  to  make  Germany  the  "locomotij 
driving  other  European  economies. 

One  way  out  of  that  tight  spot  isj 
course,  to  use  an  inflation  index  that  i 
on  the  low  side.  How  does  the  Gcrn| 
index  actually  work?  Listen  to  HeliJ 
Mader,  a  vice  president  of  Atlantic  C 
ital  Corp.,  an  American  subsidiary 
Deutschebank:  "We  compare  monti 
figures  with  the  same  month  of  the  5 
vious  year.  The  U.S.,  by  contrast,  ccj 
pares  monthly  figures  with  the  previ^ 
month  and  then  projects  that  rate  ii 
the  future." 

The  two  methods  give  dramatic^ 
different  readings.  In  February  1980,, 
instance,  when  U.S.  inflation  was  s(i 
ing  at  a  16.8%  rate,  prices  in  Germi 
were  reported  to  be  rising  at  only  5.4 
However,  if  the  same  yardsticks  1 
been  used,  the  German  rate  would  In 
been  at  least  12%. 

Are  the  Germans  understating?  Or 
the  Americans  overstating?  That's 
tough  question.  Says  Mader:  "Project 
a  previous  month's  rate  into  the  fut 
[as  the  U.S.  does]  gives  you  wild  flue 
ations.  Suppose  you  have  a  radi 
change  between  January  and  Februc 
there's  no  reason  to  suppose  it  will 
repeated.  We  don't  think  any  p 
change  should  be  projected  into  the 
ture.  We  simply  state  what  we  know 
be  true:  how  much  prices  have  chan; 
in  a  year's  time." 

German  economists  also  point  1 
that  the  U.S.  index  includes  month- 
month  changes  in  mortgage  rates.  "T 
clearly  makes  little  sense  since  t 
Americans  change  homes  every  mont 
says  Walter  Oechsle,  senior  vice  prt 
dent  of  Boston's  Putnam  Managem' 
Co.  Including  energy  costs  the  way 
Americans  do  can  also  be  deceiving 
cause  energy  is  largely  an  impor 
good — therefore,  its  price  is  more  subi 
to  foreign  exchange  fluctuations  than 
domestic  inflation. 

Even  so,  the  U.S.  CPI,  based  on  a  m 
ket  basket  of  goods  determined  by  1^ 
consumption  patterns,  is  probably  h 


7??^  U.S.  Consumer  Price  Index  probably  ex- 
aggerates the  inflation  rate.  The  German  CPI 
understates  it.  For  Americans,  the  CPI  is  a 
measuring  stick;  for  the  Germans  it  is  an 
instrument  of  policy. 

Cure  inflation  by 
ignoring  it? 


By  Thomas  O'Donnell 
with  Anne  Bagamery 


You've  heard  the  horror  stories: 
During  the  1920s,  German  infla- 
tion was  so  bad  that  a  wheelbar- 
row full  of  marks  could  not  buy  a  loaf  of 
bread.  Or  German  workers  cashed  pay- 
checks that  could  not  even  buy  them  a 
bus  ride  home. 

And  you  know  the  result:  Germans 
today  are  the  world's  toughest  inflation 
fighters.  Or  are  they? 

The  published  numbers  show  the  Fed- 
eral Republic's  inflation  rate  is  about  half 
that  of  the  U.S.  But  consider:  The  Ger- 
man consumer  price  index  measures  in- 
flation differently.  In  fact,  it  minimizes 
the  two  most  inflationary  factors  of  all — 
interest  rates  and  energy  costs. 

Is  the  index  manipulated?  "Sure,"  says 
Richard  Young,  president  of  Young  Re- 
search Publishing,  a  Newport,  R.I.- 
based  monetary  research  firm.  "Almost 
every  nation  does  it." 

That  is,  almost  every  nation  except 
the  U.S.  Indeed,  the  U.S.  is  the  rare  coun- 
try that  may  actually  overstate  its  infla- 
tion rate.  "When  the  two  nations  were 
creating  their  inflation  indexes,  the  Ger- 
mans were  too  sophisticated  to  include 
energy  costs  and  interest  rates.  The 
Americans  were  too  naive  to  leave  them 
out,"  says  Walter  Peters,  president  of 


The  Unicom  Group  of  international 
money  managers. 

And  so  the  myth  grew:  Germans  were 
hardworking  and  frugal  and  disciplined. 
They  kept  inflation  under  control  while 
Americans  were  behaving  like  drunken 
sailors.  But  this  was,  in  part,  simply 
that:  a  myth.  Although  German  wage 
settlements  looked  modest  by  U.S. 
terms,  they  were  anything  but.  As 
Forbes  reported  last  issue,  German 
fringes  now  equal  100%  of  wages;  the 
corresponding  figure  in  the  U.S.  is  30% 
to  50%.  So,  German  workers  poured 
into  Italy  in  their  Mercedes-Benzes  for 
their  annual  holiday.  German  tourists  in 
New  York  marveled  at  the  relatively  low 
prices,  and  German  bankers  lectured 
Americans  on  our  profligate  spending 
habits  and  high  inflation  rate. 

Suddenly  the  lecturing  has  stopped. 
"Price  stability  exists  in  Germany  only 
in  the  figures  statisticians  keep,"  said  a 
recent  article  in  the  popular  magazine 
Quick,  published  in  Munich.  "The  pub- 
lished inflation  rate  of  5.8%  is  simply 
wrong.  In  reality,  prices  are  rising  at  a 
rate  more  like  12%. "  Even  that  figure 
may  be  low. 

Those  are  numbers  you'll  never  hear  a 
German  official  talk  about.  Indeed,  in 
Germany  anti-inflationary  fervor  is  a 
prerequisite  for  a  political  career,  a  fact  of 
life  that  occasionally  lands  policymakers 
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'ntkiu  shoppers  lined  n/>  at  Ihe  cbeek'onl  ctjuiiler  at  a  Uiri^e  (lel>ti)lnien!  store  in  liomi 

90sing  what  to  include  in  its  consumer  price  ittdex,  the  (Herman  government  is  probably  understating  the  iitflation 
That  may  help  keep  wage  settlements  and  welfare  bills  down,  but  it's  notjboling  consumers. 


y.  For  one  thing,  organized  labor 
it  because  many  of  its  members 
sulated — and  even  benefit — from 
on.  They  do  so  either  indirectly 
cost-of-living  adjustments  or  di- 
from  contract  settlements  based 
CPI. 

ddition,  some  44  million  Ameri- 
vho  receive  Social  Security  pay- 
or federal  pensions  may  also  be 
ng  the  inflation  game  because  their 
:nts  are  indexed  to  the  CPI. 
bad  news,  of  course,  is  that  such 
ng  builds  additional  inflation  into 
;onomy.  Nowhere  is  this  danger 
understood  than  in  Germany, 
introduced  its  massive  social  se- 
system  under  Bismarck  in  1883. 
:rvices  were  indexed  from  the  be- 
g,"  points  out  German  investment 
r  Heinz  Gundlach.  "The  official 
on  rate  had  to  be  minimized  or  the 
iment  would  have  very  quickly 
ankrupt." 

ically,  the  only  ones  not  fooled  by 
eight  of  hand  may  be  the  German 
.  "They  don't  believe  the  govern- 
They  believe  what  they  see  in 
vallets,"  says  one  economist.  "If  a 
in  IS  spending  10%  more  this  year 
e  did  last  year,  he's  just  not  going 
eve  that  the  official  inflation  rate 

IS  the  world  quite  as  gullible  about 
m  economic  discipline  as  it  was 
ly.  The  German  mark  has  dropped 
gainst  the  U.S.  dollar  since  Octo- 
79.  Much  of  the  decline  is  attribut- 


able to  sky-high  U.S.  interest  rates, 
which  have  sucked  a  lot  of  hot  money 
out  of  the  mark  and  into  dollars.  But 
there  is  also  a  worry  that  German  infla- 
tion may  have  priced  that  country's 
goods  out  of  many  markets. 

A  straw  in  the  wind:  In  1979  the  Fed- 
eral Republic  ran  its  first  current  account 


deficit  since  1965.  For  the  Germans,  like 
the  Americans  and  nearly  everybody 
else,  the  simultaneous  support  of  both  a 
welfare  state  and  a  huge  OPEC  bill  is 
becoming  increasingly  difficult.  We're  all 
in  the  same  boat  and  it's  time  to  start 
rowing  rather  than  each  criticizing  the 
other.  ■ 


Some  real  numbers 


The  West  German  government  may 
be  telling  its  people  that  the  inflation 
rate  is  6%,  but  the  prices  they're  pay- 
ing are  saying  something  else.  Many 
staple  goods — like  the  ones  in  the  ta- 
ble below — have  increased  up  to  20% 
in  price  in  a  year.  Adding  fuel  to  the 
fire  are  the  prices  of  imported  goods — 
these,  at  a  West  Berlin  department 
store — which  reflect  the  relative 
weakness  of  the  mark  as  well  as  high- 
er manufacturing  costs  worldwide. 


Infladon  rate  (annualized,  seasonally  adjusted) 

16% 

14 

\  U.S. 

12 

10 

8 

West                   /  \ 

Germany 

6 
4 

1,2,3,4  lan. 

'80                      1  '81 

Sources  Deutsche  Bundesbank: 
U.S.  Bureau  of  Labor  Statistics 

Dome«lic 

Jan.  '80 

Ian.  '81 

Imported 

Mar.  '80 

Mar.  '81 

Potatoes,  1  pound 

$0.24 

$0.30 

Italian  oranges,  1  pound 

$  0-49 

$  0,.S2 

Tomatoes,  I  pound 

0.85 

1.02 

French  Brie,  1  pound 

4.S7 

6.28 

Bread,  1  loaf 

1.23 

1.29 

Spanish  brandy,  1  bottle 

7.47 

9.34 

EgRs,  1  dozen 

1.37 

1..52 

Chanel  No.  5  perfume,  '/j  ounce 

22,00 

25,00 

Beer,  6  bottles 

2.22 

2.34 

Italian  upholstered  chair 

140.00 

187,00 

Pork  chops,  1  pound 

2.47 

2.54 

Canon  AE- 1  camera  and  lens 

420,00 

504.00 
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The  cyclical  ills  visiting  others  in  the  semiconductor  business  are  ali 
hitting  Intel,  which  med  to  be  immune  to  such  things  as  recessions. 


A  legend  ccrnies 
down  to  earth 


^  Kathleen  K.  Wiegner 

SUDDENLY,  MIGHTY  INTEL  CoRP.  is 
producing  bad  news.  It's  not  mere- 
ly this  year's  breakeven  first  quar- 
ter. It's  longer  term  than  that. 

"We're  going  to  see  a  few  rough  quar- 
ters," predicts  Intel's  Chairman  and 
CEO  Gordon  Moore.  "I  haven't  discour- 
aged people  estimating  90  cents  to  $1 
[per  share]  for  the  year,"  says  Moore, 
respondmg  to  analysts'  projections  of  a 
decline  from  last  year's  $2.21  a  share. 
"We  probably  won't  return  to  historic 
levels  of  growth  and  pretax  margins  until 
the  end  of  1982." 

Intel  will  rctum,  says  Moore,  a  co- 
founder  of  the  highly  successful  semi- 
conductor maker.  That's  the  kind  of 
promise  to  investors  Intel  has  always 
fulfilled  and  that  has  kept  the  stock 
market's  reaction  to  bad  news  relative- 
ly calm.  Intel  is  hurting  this  year,  as  are 
all  semiconductor  suppliers.  But  that's 
temporary,  the  market  is  saying.  It 
took  Intel  stock  down  to  34 '/i  from  an 
October  high  of  49.  But  now  many 
securities  analysts  are  counseling  pur- 
chase at  the  low-30s  level.  Intel  contin- 
ues to  enjoy  a  price/earnings  ratio  of  16, 
compared  with  12  for  Texas  Instruments 
and  10  for  National  Semiconductor. 

But  are  Moore  and  the  market  looking 
at  the  business  as  it  is,  or  as  it  was? 
Intel's  earnings  grew  39%  a  year  for  the 
last  five  years,  while  its  pretax  margms 
of  better  than  20%  were  the  envy  of  the 
industry,  as  were  its  returns  on  equity  of 
30%.  It  will  be  very  difficult  for  Intel — 
now  an  $855  million  (sales)  medium-size 
company  itself — to  again  have  the  kind 
of  profitability  and  growth  it  enjoyed  as 
the  young  standard-bearer  of  the  semi- 
conductor revolution. 

Competition  has  grown.  The  demand 
for  semiconductors  has  become  st) 
large — $13  billion  worldwide— that  no 
one  company  will  be  able  to  dominate 
whole  segments,  as  Intel  did  in  memory 
chips  and  microprocessors  during  the 


Seventies.  In  the  Eighties  at  least  five  or 
six  companies — several  of  them  )apa- 
nese — will  be  splitting  up  that  silicon  pie 
into  more  equal  slices. 

That  strikes  directly  at  Intel's 
strength,  its  ability  to  be  ahead  of  the 
market  with  one  or  two  hot  products, 
where  it  often  enjoyed  a  50%  market 
share.  Market  leadership  was  self-perpet- 
uating, generating  the  profits  to  finance 
further  advances. 

But  semiconductor  technology  has 
been  around  long  enough  now  so  that 
more  and  more  companies  are  capable  of 
coming  up  with  the  same  kinds  of  ad- 
vanced products.  Take  memories,  where 
Intel  has  traditionally  been  an  industry 
leader.  No  fewer  than  16  companies  are 
either  offering  or  have  announced  they 
will  offer  the  next  generation  of  high- 


density  memory  chips  knt)wn  as  the  t 
Random  Access  Memory  (RAM).  Wit 
times  the  capacity  of  older  16K  RAI 
these  chips  will  give  computer  mak 
the  chance  to  build  smaller,  cheaper; 
more  powerful  computers.  By  some  c 
mates  it  may  be  the  first  single  scmic 
ductor  product  to  reach  a  level  of 
billion  sales  a  year. 

Intel  was  late  in  announcing  plans 
manufacture  the  64K  RAM.  Then  1 
November  Intel  jumped  in,  despite  h 
ing  lost  Its  lead  to  Motorola,  Texas 
struments  and  such  Japanese  compar 
as  Fujitsu,  Hitachi  and  Nippon  Elec 
Co.  "We  are  later  in  64K  than  we  wo 
have  liked  to  be,"  acknowledges  Gore 
Moore,  but  he  explains  that  Intel 
engineered  its  memory  chips  for  I 
manufacturing  costs.  He  recognizes  t 


l)iU'l  ChciirDKin  cDicl  CEO  Gordon  Moore 

He  sees  "a  few  rough  quarters"  and  doesnt  diacottrage  giootny  projections. 
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lattle  for  the  64K  market  will  be 
ier  than  those  for  past  products, 
ket  share  for  any  company  won't  be 
as  it  was  for,  say,  the  IK  or  4K,"  he 
"No  one  will  have  as  much  as  20% . 
apanese  may  have  50%.  I  would 
:o  be  less  than  10%.  But  at  10%  or 
!  it's  a  big  market." 
:1  recognized  that  it  had  to  manu- 
e  the  64K  RAM,  or  eventually  drop 
'  the  memory  business,  which  built 
ccess.  "We  are  a  memory  house," 
Moore.  But  the  decision  went 
it  the  company's  stated  strategy  by 
ig  Intel  back  into  the  mainstream 
miconductor  manufacturing — the 
le-component  business. 
;1  has  been  trymg  to  diversify  away 
standard  chips  into  higher-mar- 
systems — that  is,  producing  multi- 
loards  that  are  the  electronic  brains 
ustrial-process  controllers  and  even 
computers  and  other  systems  prod- 
But  the  transition  hasn't  happened 
imes  Berdell,  an  analyst  at  Mont- 
y  Securities,  estimates  that  last 
nly  20%  of  hitel's  sales  came  from 
ns,  but  the  company  remains  vul- 
ie  to  rapidly  falling  prices  for  high- 
le  memory  products.  Moore  blames 
;omponents  for  Intel's  woes  in  the 
uarter. 

3re  says  Intel  is  betting  on  a  flood 
/  products — almost  100  this  year — 
k  up  profits.  But  a  lot  of  these  are 
ame  volume-oriented,  cost-sensi- 
roducts  now  hurting  Intel, 
■e  unique  products,  such  as  the  re- 
announced  32-bit  microprocessor 
itel  developed  at  an  estimated  cost 
und  $30  million,  will  not  begin 
Lg  money  for  several  years.  "The 
microprocessor  was  the  biggest 
development  program  launched  at 
'  says  Moore.  "Over  the  next  18 
IS  we  will  be  spending  more  on  it 
^e'U  get  out  of  it." 
en  all  this,  it  will  be  hard  for  Intel 
ne  up  with  those  20% -plus  mar- 
and  right  now  Intel  needs  every 
)f  profit  to  meet  the  high  capital 
ids  of  an  ever  more  complex  tech- 
f.  Intel  spent  about  $96  million  on 
:h  and  development  last  year.  Cap- 
vestment  was  $152  million.  The 
iny  is  in  the  middle  of  a  large  ex- 
in  program  that  will  nearly  double 
pacity  for  semiconductor  fabrica- 
Last  August,  Intel  took  on  $150 
n  long-term  debt  for  the  first  time 
listory. 

1  is  still  a  good  company,  even  a 
■than-average  company.  But  at 
or  the  next  few  years  it  won't  be 
tcl  that  investors  have  learned  to 

blindly.  "This  is  still  a  premier 
iny,"  says  industry  expert  Ben  Ro- 

Rosen  Research,  "but  the  mea- 
of  highs  will  be  lower."  That's  a 
way  of  saying  that  investors  need 
<.  at  Intel  as  it  is,  not  as  it  was.  ■ 


Pratt  &  Whitney  has  done  a  great  job  selling 
its  new  engine.  But  will  the  risks  come  back  to 
haunt  Harry  Gray  and  his  shareholders? 


"Big  casino  stuff" 


By  Lawrence  Hinard 


DURING  THE  COMING  two  dccades, 
Boeing  Corp.  will  probably  sell 
around  1,500  of  its  new,  more 
fuel-efficient  model  757s  to  the  world's 
cost-squeezed  airlines  to  replace  their 
gas-guzzling  727s.  Those  twin-engine 
757s  will  need  about  3,000  jet  turbines — 
some  $6  billion  worth  at  current  prices — 
to  lift  off  from  the  Seattle  tarmac.  The 
aftermarket  for  engine  parts  and  replace- 
ments could  mean  another  $18  billion  or 
more  over  the  next  20  years.  There  are 
only  two  serious  contenders  for  the  757 
engine  business,  the  Pratt  &.  Whitney 
subsidiary  of  United  Technologies  and 
Rolls-Royce.  Thanks  to  recent  orders  by 
Delta  and  American  Airlines,  P&W  has 
left  Rolls  in  the  dust. 

Boeing  has  now  received  126  firm  or- 
ders for  the  757s;  75  of  these  will  be 
powered  by  P&W's  2037  engine.  On  an 
additional  64  options  to  buy  757s,  at 
least  15  are  likely  to  take  the  2037.  (Rolls 
is  specified  on  44  optional  orders,  but 
some  of  these  could,  the  way  P&.W  is 
going,  easily  slip  to  P&.W.)  Pratt's  record 
is  all  the  more  impressive  considering 
that  its  engine  is  still  on  the  drawing 
board  and  won't  be  ready  for  delivery 
until  1984. 

This  apparent  success  is  the  result  of 
some  extraordinarily  aggressive  sales- 
manship on  the  part  of  P&W,  so  aggres- 
sive that  it  could,  one  day,  retum  to 
haunt  United  Technologies'  Chairman 
Harry  Gray  and  his  stockholders.  There 
are  signs  that  P&.W's  salesmen  have 
been  "buying"  their  orders  by  offering 
risky,  potentially  costly  performance 
guarantees.  It's  a  high-stakes,  eyeball-to- 
eyeball  confrontation  that  has  developed 
between  Harry  Gray  and  Rolls-Royce 
Chairman  Lord  (Frank)  McFadzean.  Un- 
less McFadzean  blinks  first.  United 
Technologies  could  conceivably  some- 
day find  itself  paying  upward  of  $450 


million  to  some  disappointed  P&W  2037 
customers.  Here's  why: 

Pratt  &.  Whitney  entered  the  competi- 
tion for  the  757  market  behind  Rolls 
because  it  had  bet  on  McDonnell  Doug- 
las' long  delayed,  ill-fated  ATMR  design 
(Forbes,  Aug.  18,  1980].  Scrambling  to 
catch  up  with  an  engine  that  is  revolu- 
tionary in  many  technical  respects  but 
which  is  largely  untested,  Pratt  &.  Whit- 
ney's salesmen  have,  according  to  Rolls- 
Royce,  been  making  what  Rolls  de- 
scribes as  a  "most  remarkable"  commit- 
ment: For  a  period  of  ten  years,  starting 
in  1984,  the  P&W  2037  is  guaranteed  to 
bum  8%  less  fuel  than  Rolls'  current 
RB21 1-535C  turbine — or  any  derivative  of 
that  engine,  including  Rolls'  more  fuel- 
efficient  -535E4  model  that  is  to  be  deliv- 
ered in  1984. 

United  Technologies  refuses  to  discuss 
its  guarantees.  "We're  in  [SEC]  registra- 
tion," a  spokesman  says  blandly  and  ir- 
relevantly. Rolls-Royce,  by  contrast,  is 
eager  to  discuss  what  P&W  is  doing. 
With  its  8%  guarantee.  Rolls  calculates, 
Pratt  &  Whitney  is  in  effect  promising 
that  each  757  powered  by  a  P&W  2037 
will  bum,  in  normal  service  each  year, 
300,000  fewer  gallons  of  fuel  than  a  757 
powered  by  Rolls'  -535E4  version.  But 
suppose  the  2037  is  no  more  fuel-effi- 
cient than  the  -535E4.  At  $2  a  gallon,  a 
reasonable  estimate  of  jet-fuel  price  over 
the  decade  (it's  now  about  $1.20),  Pratt  & 
Whitney  would  then  owe  its  customers 
$600,000  per  plane  per  v<?«r.  The  guaran- 
tee runs  for  ten  years.  On  those  assump- 
tions, the  potential  cost  to  United  Tech- 
nologies on  Delta's  60-plane  order  and 
American's  15-plane  order  alone  would 
come  to  $450  million,  around  16%  of  UT 
stockholders'  equity.  Even  if  the  2037 
does  outperform  the  best  Rolls  has,  but 
by  only  3%,  say,  rather  than  8%,  P&.W 
could  still  be  on  the  hook  for  nearly  $300 
million.  That's  Rolls'  arithmetic.  Is  that 
arithmetic  self-serving?  Of  course.  But 
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that  doesn't  mean  it's  easily  dismissed. 
Said  one  Delta  Air  Lines  executive  con- 
tacted by  a  Forbes  reporter:  "I  should 
have  great  confidence  in  v^hat  Rolls  is 
saying."  An  American  Airlmes  executive 
agrees. 

The  innovative  element  in  Pratt  &. 
Whitney's  8%  guarantee,  industry  men 
agree,  is  that  it  is  a  relaiivc  guarantee — 
"My  engine  will  perform  this  much  bet- 
ter than  your  engine."  The  stakes  are 
tremendous.  Pratt  dk  Whitney's  develop- 
ment expense  is  estimated  at  $1  billion. 
Thus  if  it  sells  only  1,000  engines — one- 
third  of  the  market — the  development 
overhead  will  amount  to  $1  million  an 
engine;  at  1,500  engines,  the  develop- 
ment overhead  drops  to  $667,000.  That's 
a  big  difference  in  ultimate  profit  on  an 
item  that  sells  for  around  $2  million  once 
in  production. 

Every  757  order  won  by  P&.W,  more- 


over, is  one  less  shot  for  Rolls.  If  too  little 
is  left,  it  is  at  least  conceivable  that  Rolls 
may  withdraw  its  -535E4,  in  which 
event  there  would  be  no  standard  against 
which  to  measure  the  2037's  perfor- 
mance. Pratt  Whitney  would  then 
have  a  virtual  monopoly  on  757  engines 
just  as  it  had  a  virtual  monopoly  on  727 
engines. 

McFadzean  promises  he  won't  blink. 
"Rolls-Royce  is  not  running  scared,"  he 
says.  "[We]  foresee  a  large  market  for  the 
Boeing  757  and  are  convinced  that  even 
the  resources  of  United  Technologies 
cannot  sustain  the  present  practices  of 
Pratt  &.  Whitney." 

An  industry  observer  looks  at  the  situ- 
ation from  a  slightly  different  perspec- 
tive. Edward  Nebinger,  director  of  re- 
search at  Forecast  Associates,  a  gasoline 
turbine  market  research  outfit,  calls 
Pratt  &.  Whitney's  sales  tactics  "big  casi- 


no stuff."  Says  he:  "What's  at  stake  h 
is  much  more  than  just  the  sale  of  th 
particular  engines  [to  Delta  and  Am 
can|.  What  Pratt  is  probably  doin>; 
trying  to  set  a  precedent  for  fut 
orders.  And  you've  got  to  remember 
aftermarket  on  these  engines.  So  evei 
Pratt  has  written  a  lot  of  penalties  i 
Its  initial  contracts,  it  could  still  b 
good  gamble  because  they  get  the  af 
market,  too." 

A  top  official  at  Britain's  Monarch  / 
lines,  which  was  recently  offered  Prat 
Whitney's  8%  guarantee  but  ordc 
Rolls'  engines  instead  for  its  four  n 
757s,  is  not  so  sure.  "I  just  wonder  h 
many  more  of  these  guarantees  tl 
[P&.WI  can  make,"  he  says. 

Harry  Gray?  Shrewd  player  that  he- 
he's  made  his  bet  and  isn't  saying  a 
thing.  He's  just  sitting  there.  Pol' 
faced.  ■ 


What  was  Exxon  really  after  two  years  ago  when  it  bought  Reliant 
Electric,  and  announced  it  was  developing  a  device  that  would  save 
million  barrels  of  oil  a  day?  Thafs  a  good  question. 

The  case  of 
the  missing  motor 


By  Allan  Sloan 

WHATEVER  BECAME  OF  THAT  fam- 
ous energy-saving  machinery 
Exxon  Corp.  said  it  wanted  to 
produce — the  contraption  that  would 
help  save  a  million  barrels  of  oil  a  day  in 
1990,  and  was  Exxon's  stated  reason  for 
wanting  to  buy  Reliance  Electric  Co.? 

The  device,  which  Exxon  called  an  Al- 
ternating Current  Synthesizer,  is  alive, 
but  not  especially  well.  Meanwhile,  as 
Reliance  tinkers  with  the  Exxon  version, 
most  of  the  major  electrical  motor  com- 
panies in  the  country — GE  among 
them — and  a  few  nonmotor  firms,  too, 
have  introduced  their  own  version. 
About  a  dozen  are  on  the  market.  So 
when — and  if — the  Exxon  device 
emerges,  it  will  find  rough  sledding. 

What  happened?  Our  tale  begins  in  the 
spring  of  1979,  when  Exxon  proudly  un- 
veiled its  synthesizer,  a  motor-control 
device  it  said  would  help  liberate  us  from 
OPEC.  The  synthesizer,  developed  at 
Exxon  Enterprises'  labs  in  Florham  Park, 


N.J.,  lets  alternating-current  motors  draw 
reduced  amounts  of  electricity  when 
they're  running  at  less  than  full  load. 
Exxon  said  it  wanted  to  buy  Reliance  to 
manufacture  and  market  the  device. 

What  Exxon  did  not  say  was  that  at 
the  time,  Reliance's  engineers  were 
working  on  their  own  version  of  the  syn- 
thesizer, as  were  engineers  from  other 
companies. 

The  first  hitch  came  when  the  Federal 
Trade  Commission  challenged  the 
Exxon-Reliance  deal  on  antitrust 
grounds,  and  a  federal  judge  ruled  that 
Exxon  had  to  run  Reliance's  Electric 
Drives  Group  as  a  separate  company 
pending  the  outcome  of  an  FTC  hearing. 
The  Drives  Group  was  well  along  on  its 
own  synthesizer,  and  contained  many  ex- 
perts who  would  have  been  a  big  help  to 
Exxon.  Did  Exxon  appeal  this  ruling?  No. 

Ironically,  the  independent  Reliance 
Drives  Group  began  introducing  its  syn- 
thesizer in  late  1979 — after  the  merger 
was  arranged.  Dudley  Sheffler,  the 
group's  general  manager,  says  plans  call 


for  a  whole  line  of  the  products  to  be 
the  market  by  year-end — all  without . 
help  from  Exxon. 

So  where  is  the  Exxon  synthesi: 
Let's  talk  to  B.  Charles  Ames,  who  \ 
chairman  of  Reliance  when  Exxon  t( 
it  over,  but  has  since  left  to  become  C 
of  Acme-Cleveland  Corp.,  a  machi 
tool  maker.  Ames,  who  walked  out 
Reliance  a  rich  man  when  Exxon  f 
more  than  double  the  predeal  mar 
price  for  Reliance  stock,  says  the  origi 
Exxon  synthesizer  was  killed  sho 
after  the  Reliance  deal  was  consumn 
ed.  The  reason,  he  says,  was  that 
thing  would  have  cost  far  more  to  bi 
than  Exxon  had  estimated. 

When  Ames  left  Reliance  at  year-c 
he  says,  work  was  proceeding  on  a  mi 
fied  version  of  the  Exxon  synthesizer 
things  didn't  look  too  promising. 
Exxon  claimed  in  its  May  1979 
nouncement  that  its  device  was  in 
"advanced  state  of  development."  Si 
then,  other  companies — among  th 
General  Electric  and  Borg-Wamer — h 
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inventor  Richard  Baker  demonstrating  his  new  Alternating  Cntrent  Synthesizer  in  the  1979  promotion 
today:  "We  dont  want  to  discuss  it." 


It  synthesizers  to  market. 
;s  says  it's  clear  that  Exxon  didn't 
nuch  more  than  a  prototype  de- 
ind  hadn't  received  firm  bids  on 
nthesizer's  components.  His  peo- 
ik  Exxon's  engineers  through  Cah- 
s  Silicon  Valley  to  price  parts, 
says,  and  found  "the  actual  price 
hell  of  a  lot  more  than  they 
It.  The  [synthesizer]  they  talked  to 
ut  wasn't  feasible."  Exxon  Enter- 
people,  Ames  opines,  "sold  Exxon 
)f  goods." 

IS  has  an  ax  to  grind.  It's  not  clear 
departure  from  Reliance  was  en- 
/oluntary.  Even  though  he  walked 
vith  more  than  $2  million,  he  says 

no  love  for  Exxon's  style  of  man- 
nt.  The  feeling  is  mutual.  Exxon 

love  for  him,  either. 
)n  doesn't  have  anything  to  say 
the  synthesizer.  "We  don't  want  to 
s  it  at  this  point,"  the  company 
rhat's  a  contrast  with  two  years 
tien  it  pulled  out  all  the  stops  publi- 

the  device.  Exxon  Enterprises' 

young  men,  talking  cheerfully 
tiow  they  could  be  innovative  even 
bowels  of  the  world's  biggest  com- 
totcd  a  handmade  prototype — a 
oard  model,  as  engineers  say — all 
le  country. 

ck  Ames  isn't  the  only  one  to 
that  Exxon  got  fouled  up  with  its 


synthesizer.  The  rest  of  the  industry  was 
skeptical  of  its  claims,  because  any  num- 
ber of  companies  were  well  along  on 
plans  to  bring  their  synthesizers  to  mar- 
ket while  Exxon  was  doing  dog-and-pony 
shows  to  help  assuage  public  opinion 
about  its  merger. 

Take  Borg- Warner,  which  began  mar- 
keting a  line  of  synthesizers  last  year, 
without  having  to  spend  a  billion  dollars 
to  buy  a  motor  company.  Borg-Warner 
sells  free-standing  synthesizers — and  so, 
for  that  matter,  does  Reliance's  own 
Drives  Group.  "They  were  talking  about 
a  breadboard  model  sitting  on  a  table," 
says  Jack  Kennedy,  head  of  Borg-Warn- 
er's  York  Controls  division.  "They  made 
a  big  ballyhoo  about  something  that  was 
already  in  existence." 

"The  Exxon  idea  may  turn  out  to  be  a 
very  practical  one,  but  at  the  present 
time  it  doesn't  represent  any  revolu- 
tion," says  James  Olin,  a  General  Electric 
vice  president.  "We  are  very  close  to  this 
market.  They  are  not  in  the  market." 

On  top  of  the  synthesizer  snafu,  Exxon 
ran  into  another  nasty  little  problem  at 
Reliance:  defective  circuit  breakers. 
Shortly  before  Exxon  swooped  down  on 
Reliance,  Reliance  had  bought  Federal 
Pacific  Electric  Co.  from  UV  Industries 
Inc.  for  $345  million. 

Now,  it  turns  out,  there  are  serious 
problems  with  Federal  Pacific's  circuit 


breakers.  Exxon  claims  that  Federal  Pa- 
cific cheated  to  get  its  breakers  approved 
by  Underwriters  Laboratories.  Ames 
says  Federal  Pacific  had  duped  UL,  and 
that  it  was  clear  by  March  1980  that  the 
breakers  would  fail  to  get  certification. 
That  means  they  can't  be  sold.  Exxon  is 
suing  UV  Industries  Liquidating  Trust, 
the  successor  to  UV  Industries,  to  void 
the  Federal  Pacific  purchase  and  for  an 
extra  $100  million  to  soothe  its  pain. 

So  there  it  sits.  The  FTC's  hearings  on 
the  deal  are  set  for  early  next  year,  but 
the  Exxon-Reliance  merger  is  pretty 
much  &  fait  accompli .  Exxon  won  a  great 
deal  of  sympathy  for  the  merger  by  using 
the  'We  want  to  save  energy  for  America' 
slogan.  No  doubt  its  top  management  felt 
it  was  on  to  something  big,  because 
many  people  think  the  day  is  coming 
when  more  fossil  fuel  will  be  converted 
into  electricity  rather  than  being  used 
directly,  and  this  would  make  electric 
motors  a  very  big  thing  mdeed.  In  buying 
Reliance,  Exxon  was  getting  a  highly  re- 
garded company  with  high-class  creden- 
tials in  that  line  of  business. 

Mobil  Corp.  thought  it  had  a  good 
thing  when  it  got  to  buy  Marcor  cheap. 
Now,  the  men  at  Mobil  wish  they  had 
never  heard  of  Montgomery  Ward. 
Exxon  doesn't  feel  the  same  about  the 
motor  business,  but  some  doubts  must 
be  creeping  in.  ■ 
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Cut  away  the  fat  from  the  synthetic  fuels  in- 
dustry, and  whafs  left?  The  muscle  of  big  oil. 


Shaping  up 
synfuels 


By  Carol  E.  Curtis 


IN  THE  BARRAGE  of  Reagan  budget 
cuts,  the  synthetic  fuels  industry 
was  a  tempting  target.  Jimmy  Car- 
ter's $20  billion  bonanza  of  energy  and 
construction  subsidies  was  just  too  big  to 
ignore. 

Despite  the  Administration's  econo- 
my binge,  the  synthetic  oil  and  gas  pro- 
gram is  very  much  alive  and  well.  The 
new  Synthetic  Fuels  Corp.,  with  a  yet-to- 
be-named  board  and  director,  still  has 
$17.2  billion  in  backstop  financing.  That 
is  the  same  figure  Carter  proposed,  mi- 
nus direct  grants  to  companies.  These 
relatively  minor  cuts  leave  many  major 
projects  intact. 

There  is,  however,  a  new  slate  of  win- 
ners and  losers.  To  qualify  for  Synthetic 
Fuels  Corp.  money  now,  participants 
must  ante  up  40%  of  the  equity — com- 
pared with  only  25%  before.  This  means 
projects  backed  by  major  oil  companies 
will  have  a  clear  edge.  "People  will  have 
to  find  more  cash,  and  if  you  don't  have 
oil  money,  the  odds  against  getting  into 
the  game  are  much  higher,"  says  Roger 
Copland,  a  vice  president  of  Washington 
Analysis  Corp.,  a  subsidiary  of  Bache. 

In  addition,  the  Reagan  emphasis  is  on 
projects  that  produce  liquids  rather  than 
gas.  Of  those  efforts  the  government  is 
most  anxious  to  push,  only  one  has  gas  as 
its  main  product.  This  change  stems 
from  improved  prospects  for  U.S.  gas 
supplies.  This  year  should  be  the  first 
since  1967  that  the  nation  adds  as  much 
gas  to  its  reserves  as  it  consumes.  At  the 
same  time  Administration  planners 
point  out  that  liquid  fuels,  being  direct 
substitutes  for  oil,  can  immediately  off- 
set oil  import  bills. 

The  long-troubled  Great  Plains  gas 
project  may  be  an  early  candidate  for  the 
Reagan  chopping  block.  The  plant,  spon- 
sored by  Detroit-based  American  Natural 
Resources  Co.,  was  the  core  of  Carter's 
synfuels  program.  But  it  has  stumbled 
because  potential  customers,  including 
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General  Motors,  refuse  to  pay  the  sur- 
charge needed  to  finance  it.  The  project 
is  now  in  limbo  pending  a  decision  on 
$1.8  billion  in  federal  loan  guarantees. 

On  the  plus  side,  however,  one  of  the 
Synthetic  Fuel  Corp.'s  first  likely  acts 
will  be  to  commit  $3  billion  in  Defense 
Production  Act  money  to  three  projects 


that  produce  liquids.  These  efforts, 
others  slated  for  government  fundi 
will  still  meet  an  ambitious  target, 
Reagan  planners,  who  hope  their  to 
stance  will  minimize  cost  overruns 
project  abandonment.  Cumulative  j 
duction  from  projects  that  will  probi 
be  cut  is  equivalent  to  only  100,000 
rels  of  oil  a  day — less  than  2%  of  w 
the  U.S.  now  imports. 

Still,  some  industry  veterans  se 
warning  in  the  new  agenda.  Robert  h 
fling,  former  deputy  undersecretary 
the  Department  of  Energy  who  mana 
the  agency's  synfuels  program  under  ( 
ter,  believes  more  oil-company  invci 
ment  will  slow  the  industry  down.  " 
Exxon  philosophy,"  he  says,  "will  b' 
go  commercial  more  gradually." 

Bill  Curnow,  a  spokesman  for  Am 
can  Natural  Resources,  also  questions 
wisdom  of  leaving  the  fledgling  indu 
mostly  to.  oil  giants;  "It  raises  the  pc 
bility  that  only  the  big  can  participat 
certain  areas  of  U.S.  business,"  he  s 
"Are  we  going  to  leave  a  whole  i 
industry  to  the  top  oil  companies?' 
$2  billion-to-$3  billion  a  plant,  the 
swer  seems  to  be  mostly,  Yes.  ■ 


Color  them  risky 

No  synfuel  projects  are  shoo-ins,  but  those  most  likely  to  win  govemmen 
support  are  shaded  green  below.  They  have  big  oil  behind  them.  Other  effort; 
shaded  yellow  and  red  according  to  the  prospects  for  completion,  have  les 
affluent  sponsors  or  will  produce  lower-priority  gas  from  coal  instead  of  liqui 
fuels.  Most  project  leaders  plan  to  share  ownership  with  at  least  one  partner. 

Project  leader 
(name) 

Architect/ 
engineer 

Government  funding 
to  date 

Product/ 
daily  outpt 

Exxon 
(Colony  Oil  Shale) 

Foster  Wheeler, 
Santa  Fe  IntI 

unallocated* 

shale  oil/ 
47,000  bbl 

Union  Oil 
(Union  Oil  Shale] 

Steams-Roger, 
Morrison-Knudsen 

unallocated* 

shale  oil/ 
50,000  bbl 

Texaco 
(Cool  Water  Coal 
Gasification) 

Bechtel 

high,  med  Btu 
gas/21  mil  cu  ft 

Gulf  Oil 
(Solvent  Refined  Coal  II) 

Raymond  Intl, 
Wheelabrator-Frye 

$90  million 

fuel  oil,  naphth 
gas/20,000  bbl 

Koppers 
(Tennessee  Synfuels 
Assn) 

Wheelabrator-Frye 

unallocated* 

gasoline,  other 
hquids/ 10,000  I 

Ashland  Oil 
(H-coal) 

Bechtel 

$215  million 

syncrude,  fuel 
oil/50,000  bbl 

Amer  Natural  Resources 
(Great  Plains  Coal 
Gasification) 

Combustion 
Engineering, 
Raymond  Intl 

$25  million 

high  Btu  gas 
125  mil  cu  ft 

Memphis  Light,  Gas 
&  Water 

Foster  Wheeler 

$26  million 

med  Btu  gas/ 
50  mil  cu  ft 

Northern  111  Gas 
(Illinois  Coal  Gasi- 
fication Group) 

Dravo 

$50  million 

high  Btu  gas/ 
24  mil  cu  ft 

Conoco 

Foster  Wheeler 

$38  million 

high  Btu  gas/ 
"19  mil  cu  h 

Texaco 

Enserch 

none 

med  Btu  gas, 
methanol' 
300  mil  cu  h 

"A  portion  of  $3  billion  in  Defense  Produaion  Act  funcb 

Sources:  Companies,  Ettergy  Department,  Vias/jinglon  Analysis  Grouf 
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ST.  JOE  COAL. 


After  three  generations  of 
growing  dependence  on  oil,  the 
world  is  rediscovering  coal.  So  is 
St.  Joe,  which  has  become  one  of 
Americas  leading  coal  producers 
and  exporters. 

St.  Joe,  together  with  a  part- 
ner, mines  coal  in  over  twenty- 
five  Eastern  locations  and  now 
plans  further  large  increases  in 
its  producticMi  of  low-sulphur 
coal.  In  addition,  St.  Joe  expects 


to  make  major  investments  in 
American  port  facilities. 

Coal  is  just  part  of  St.  Joes 
exciting  future.  In  the  early 
1970s,  St.  Joe  embarked  on  a 
well-planned  course  of  diversifs'- 
ing  into  rapidly  growing  markets 
for  precious  metals,  energ\',  and 
other  natural  resources. 

This  ten-year  capital  expan- 
sion program  should  total  over 
three  billion  dollars  by  1984.  And 


it  is  already  beginning  to  pay  off 
Discoveries  in  energ\^  around  the 
world  will  add  to  St.  Joe's  earn- 
ings and  growth. 

With  all  this  happening,  isn't 
it  time  you  discovered  St.  Joe? 

DISCOVER  US. 

St  Jot:  MINHRALS  C(  JRPORATfON 

Energy  METALS 


For  a  copy  of  our  Annual  Report,  write  to  our  Director  of  Investor  Relations, 
Kathleen  M.  Kucera,  Box  IC,  St.  Joe  iMinerals  Corporation,  250  Park  Avenue,  New  York,  New  York  10017 


£  it  gc^den. 


In  Maine,  the  sound  of  the  sea  is  bred  in  the  bone;  in 
New  Hampshire,  the  silence  of  the  mountains.  Kansans  live 
intimately  with  sun  and  rain,  and  Arizonans  with  the  desert. 

The  Californian  feels  the  elemental  tug  of  all  these— the 
vast  Pacific,  High  Sierra,  sun-drenched  valleys  and  sun-baked 
deserts— and  it  makes  him  different.  From  the  fishermen  off 
the  Pacific  coast  to  the  backpacking  family  in  Yosemite  to  the 
bridge  painters  high  over  the  Golden  Gate,  Californians  live, 
work  and  play  in  ways  as  diverse  as  their  state. 

But  they  are  all  alike  in  one  way:  they  are  all  innovators. 
They  had  to  be,  from  the  beginning.  California  has  a 
magnificent  coast  but  not  enough  harbors— so  they  built  the 
largest  man-made  harbor  in  the  world.  It's  a  land  of  rich  soil 
but  without  enough  water— so  Californians  constructed  one 
of  the  world's  most  extensive  irrigation  systems. 

Californians  innovate  in  nearly  everything  from  fads  and 
fashions  to  new  lifestyles— and  often  the  rest  of  us  follow  their 
lead.  They  were,  among  other  things,  the  first  to  make  our 
famous  Marlboro  brand  the  Number  One  selling  cigarette, 
two  years  before  the  rest  of  the  world. 

But  what  delights  Californians  most  is  finding  better  ways 
to  live  with  nature.  The  lemon  groves  of  our  Ventura  Coastal 
Corporation,  for  instance— which  supply  the  refreshing  flavor 
of  our  7UP— grow  on  hillsides  so  steep  that  they  were,  to  all 
but  Californians,  "unplantable."  Similarly  under-used  hillsides 
now  provide  golf  courses  and  homesites  for  our  prize-winning 
community  at  Mission  Viejo.  At  San  Francisco,  our  Milprint 
plant  creates  innovative  packaging  to  protect  California's  food 
products.  And  at  our  spanking  new  brewery  at  Irwindale.  our 
Miller  Brewing  Company  recycles  tons  of  valuable  aluminum 
cans— at  a  social  and  economic  profit  to  all  Californians. 

California's  natural  riches  may  well  have  made  it  the 
"Golden  State"  even  before  the  first  Indians  arrived.  But  today's 
California  is  golden  because  Californians  make  it  golden. 

Philip  Morris  Incorporated 

Good  people  make  good  things. 

Makers  of  Marlboro,  Benson  &  Hedges  lOO's.  Merit,  Parliament  Lights.  Virginia  Slims  and  Cambridge: 
Miller  High  Life  Beer.  Lite  Beer  and  LOwenbrau  Special  and  Dark  Special  Beer; 
mSV  7  UP  and  Diet  7  UP 


Photographs  by  Larr},;  Dale  Gordon  oJLos  Angeles 


First-class  cabin  Philippine  Airlines  A300 


First-class  first-class. 


Riding  first-class  aboard  the  A300  or  A310  is  a 
truly  first  class  experience.  It  brings  a  new  dimension 
of  connfort  on  an  increasing  number  of  regional  routes 
around  the  world. 

The  extra  wide  cabin  creates  greater  freedom 
of  movement.  And  the  wider  aisles,  sumptuous  seats, 
increased  leg  room  and  luggage  space  are  designed 
to  spoil  the  most  demanding  passengers. 

Yet  another  reason  why  40 airlines  around 
the  world  have  now  chosen  the  A300  and  A310. 
Little  wonder  they're  the  number  one  twin-aisle  twins. 


Airbus  Industrie 


?  1978  sale  of  Ashland's  oil  reserves  is 
king  less  timely  with  every  passing  price 
e.  But  Orin  Atkins  says  he  had  no  choice. 

''There  iivas  no 
other  way" 


id  Oil  Chairman  Orin  Atkins 

!  hadnt  sold  out  then  we'd  be  in  serious  trouble  now.' 


By  Maurice  Barnfather 

ACK  IN  1978  Chairman  Orin  E. 
Atkins  of  Kentucky's  $8.1  billion 
(sales)  Ashland  Oil  sold  most  of 
ompany's  crude  oil  producing  re- 
i  and  some  chemical  businesses  for 
3illion.  Since  then,  with  crude  oil 

1  up  from  $13  to  $38  a  barrel,  those 
may  have  risen  in  value  to  $1.7 

1.  Did  Atkins  make  a  $500  million 
er? 

2  had  to  do  it,"  he  replies.  "We 
have  a  choice."  Ashland  didn't 

enough  crude  to  become  a  full- 
d  independent  or  enough  cash  and 
to  become  a  major.  That's  obvious 
one  considers  that  in  1978  Ash- 
lad  to  buy  335,000  barrels  of  oil  per 
n  the  open  market  as  against  the 

3  produced  from  its  own  resources, 
vhile  Ashland  had  a  cash  flow  of 
million  in  1978  and  assets  of  $2.9 
1  that's  still  far  too  little  to  play  in 
ime  league  with  $52  billion  (rev- 
)  Texaco,  let  alone  $1 10  billion  (rev- 
)  Exxon. 

at  Atkins  now  says  is  that  Ashland 
3  sell  because  of  more  pressing  fi- 
al  reasons.  "If  we  hadn't  sold  out 
ve'd  be  in  serious  financial  trouble 


now,"  he  says.  "Our  situation  was  un- 
tenable although  we  didn't  admit  it  at 
the  time.  In  1978  Ashland  had  commit- 
ted itself  to  spend  $393  million  more 
than  it  could  eam  over  the  next  three 
years."  It  would  have  had  to  borrow  to 
close  the  gap.  "That  would  have  sent  our 
debt-equity  ratio  from  36%  to  49%." 

Certainly  Ashland's  debt,  including 
lease  obligations,  was  then  $935  million, 
precariously  supported  by  shareholders' 
funds  of  $1  billion — the  highest  in  the 
petroleum  industry  at  the  time.  "Our 
debt  facility  had  been  pushed  to  the  limit 
of  an  A  rating  on  our  bonds,"  he  says. 
"Losing  that  rating  would  have  material- 
ly increased  the  cost  of  capital."  How  did 
Ashland  get  itself  into  that  situation? 
"Unfortunately  our  production  operation 
had  developed  a  major-company  com- 
plex. It  was  attempting  to  emulate  the 
majors.  We  spent  a  tremendous  amount 
of  money  with  absolutely  no  results."  In 
fact,  Ashland  spent  $365  million  in  five 
years  up  to  1978  but  added  no  oil  or  gas 
reserves  at  all. 

With  some  of  the  proceeds  of  the  sale, 
Atkins  cut  Ashland's  debt-to-equity  ratio 
to  25%  or  20% .  He  also  spent  $565  mil- 
lion buying  up  42%  of  Ashland's  own 
stock.  He  claims  it  was  the  biggest  cor- 


porate stock  repurchase  ever.  Says  At- 
kins: "By  retiring  our  stock  we  guaran- 
teed earnings  improvement  while  we 
were  attempting  to  restructure.  It  was 
more  of  a  financial  exercise  than  a  busi- 
ness exercise,  but  the  result  is  the  same." 
There  was  another  probable  reason:  A 
$1.2  billion  cash  hoard  is  a  magnet  for 
predators.  By  reducing  Ashland's  float  he 
made  the  company  less  voilnerable  to 
takeover.  In  1980,  without  its  oil  proper- 
ties, Ashland  had  operating  earnings  of 
$6.49  a  share,  vs.  $3.52  in  1978,  when  it 
still  owned  them. 

After  the  oil  and  gas  divestitures,  Ash- 
land was  left  with  a  major  independent 
refining  and  marketing  operation,  and 
substantial  coal  holdings  and  chemicals. 
It  was  still  a  big  company:  Revenues  last 
year  were  $8.1  billion.  The  trouble  was 
that  Atkins  was  left  with  the  least  profit- 
able part  of  the  oil  industry  and  the  part 
most  vulnerable  to  a  supply  glut:  While 
crude  prices  are  kept  high  by  OPEC  fiat, 
there  is  no  floor  under  the  prices  of  re- 
fined products.  Thus,  Ashland  barely 
broke  even  in  the  first  quarter  of  1981. 
"We  expected  the  decline  in  profitability, 
but  we  didn't  expect  it  to  be  as  precipitous 
as  it  has  been,"  Atkins  concedes. 

Trouble  is,  U.S.  oil  consumption 
dropped  8%  last  year,  pulling  refining 
capacity  usage  down  from  over  90%  in 
1979  to  70%  in  1980.  Oil  in  the  ground, 
however,  has  appreciated.  Atkins:  "The 
way  I  like  to  think  of  it  is  we  traded  oil 
and  gas  properties  for  the  company's 
common  stocks."  Fair  enough,  but  the 
trick  now  is  to  show  he  can  get  better 
earnings  out  of  the  remaining  assets. 

High  among  those  assets  was  nearly 
$650  million  in  cash  left  over  from  the 
oil  and  gas  sales.  Much  depended  on  how 
he  used  that  money.  Certainly  the  $243 
million  spent  on  $612  million  (revenues) 
U.S.  Filter,  a  maker  of  pollution-control 
equipment,  looks  sensible.  So  does  the 
$252  million  purchase  of  the  $226  mil- 
lion (revenues)  Integon  Corp.  insurance 
business  with  its  healthy  cash  flow.  Ash- 
land has  also  plowed  $150  million  into  a 
refining  process  that  gets  more  gasoline 
from  a  barrel  of  crude.  Says  Atkins:  "We 
would  much  prefer  to  do  something  on  a 
larger  scale,  but  acquisitions  are  not  like 
buying  neckties." 

His  current  aim:  "Our  basic  objective 
is  to  reduce  eamings  from  petroleum  to 
one-third  of  our  total  [vs.  four-fifths 
now]  in  the  next  three  to  five  years. 
We  want  to  expand  in  the  entire  finan- 
cial services  area  and  in  high  technology 
like  software  computer  services."  Ash- 
land Oil — a  Sixties-type  conglomerate? 
"Look,  every  business  is  a  conglomer- 
ate," laughs  Atkins. 

Has  it  all  been  worth  it?  Says  Atkins: 
"There  is  no  question  that  if  we  had  held 
those  [oil  and  gas]  assets  we  could  have  got 
more  for  them."  But  then,  he  adds  sheep- 
ishiy:  "We  simply  had  no  choice."  ■ 
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We  worked 
our  way  to  the  top. 


A  lot  of  hard  work  has  made  Case  a  giant  in  con- 
struction equipment.  One  of  our  largest  units  is  this 
Drott/Poclain  excavator,  hard  at  work  in  a  copper  mine 
in  Arizona.  We  offer  a  variety  of  industrious  excavators, 
loaders,  dozers,  trenchers,  compaction  equipment  and 
the  best-selling  loader/backhoe  in  the  world. 

Hard-working  construction  companies  demand  hard- 
working machines.  Case  has  met  that  need  with  more 
than  100  basic  models— the  broadest  line  of  tough, 
productive  construction  equipment  in  the  industry. 

Hard  work  works.  Thaf  s  how  Case  became  a  major 
force— the  growth  leader  in  the  industry  and  the  sec- 
ond largest  construction  equipment  manufacturer  in 
North  America. 


J I  Case 

A  Tenneco  Companv 


^estos  is  only  the  beginning.  Occupational 
?ase  claims  may  reach  $125  billion, 
zmping  the  legal  system  and  some  major 
^orations  in  a  variety  of  industries. 

When  lawyers 
prosper 


By  Paul  Gibson 


CHARACTERIZE  THESE  as  lawyers' 
,  not  true  disability  claims." 
at's  Johns-Manville  Corp.'s  counsel 
:ing.  His  company  is  bogged  down 
Dre  product-liability  litigation  than 
)ther  U.S.  firm.  J-M,  however,  has 
y  of  company.  Lawsuits  involving 
e-job  exposure  to  disease-causmg 
ances  are  swamping  the  U.S.  legal 
m.  Millions  of  workers  are  potential 
tiffs,  but  so  far  most  suits  involve 
tos,  a  fibrous  material  that,  when 
ed,  scars  the  lungs,  making 
tiing  difficult  (asbestosis),  and  in 
rare  cases  produces  a  cancer 
•thelioma). 

eady,  over  300  companies  face 
to  15,000  individual  claims — 

of  which  relate  to  events  that 
red  more  than  20  years  ago 

the  dangers  of  asbestos  were 
^  understood.  Defendants  range 
producers  like  J-M,  GAF,  Ray- 
s-Manhattan and  H.K.  Porter  to 
distributors  like  Standard  Insu- 
is  and  York  Industries.  Also  in 
jck  is  a  passel  of  insurance  com- 
s,  including  Travelers,  Commer- 
Fnion  and  Aetna.  Even  the  feder- 
^emment  is  in  trouble  for  using  as- 
3  to  refit  World  War  n  vessels, 
ne  cases  sound  flaky.  Consider: 
Philadelphia,  Kathleen  Steigelman, 
ther  of  four,  is  suing  the  school 

because  ceilings,  once  sprayed 
asbestos  as  a  fire  retardant,  are 
bling.  Aided  by  a  local  lawyer,  she  is 
nding  officials  close  287  city 
lis,  pay  her  children  $50,000  each  in 
ges  and  set  up  a  permanent  $10 
)n  trust  fund  in  case  any  pupil  ever 
s  an  asbestos-related  illness. 
:sburgh  Coming  closed  its  asbestos 
in  Tyler,  Tex.  over  a  decade  ago.  In 
441  former  workers  were  awarded 
lillion  in  an  occupational  injury  sct- 
nt  sealed  by  the  court.  Now  a  fur- 
125  workers  are  suing.  So  are  some 


2,500  wives  and  relatives.  Their  claim: 
They  inhaled  asbestos  while  washing 
work  clothes  or  while  living  near  the 
plant.  "Seems  that  hardly  a  month 
passes  without  someone  in  Tyler  dying 
or  suffering  from  asbestosis,"  purrs  local 
lawyer  Jerry  Parker.  Damage  claims 
against  Pittsburgh  Corning,  its  suppliers 
and  customers,  could  go  as  high  as  $500 
million. 

Only  a  few  months  ago  Jolins-Man- 
ville,  the  world's  largest  asbestos  produc- 
er, was  minimizing  its  involvement  in 
such  litigation.  After  all,  with  19  victo- 


ries out  of  28  cases  contested  so  far  J-M 
was  confident  it  could  win  in  court,  and 
the  company  believed  it  was  amply  in- 
sured against  cases  it  might  lose  or 
choose  to  settle.  Furthermore,  Chairman 
John  A.  McKinney  predicted  the  number 
of  new  suits  would  shortly  level  off. 

Instead,  to  McKinney's  consternation, 
people  keep  right  on  suing  J-M.  In  addi- 
tion, the  average  settlement  paid  by  in- 
surers on  J-M's  behalf  keeps  rising — up 
from  $13,000  in  1979  to  last  year's 
$23,000.  Worse,  J-M  with  codefendants 
paid  some  plaintiffs  over  $1  million  each. 

Perturbed  by  this  trend,  auditors  in 
January  qualified  J-M's  1980  financial 
statements.  Neither  the  accountants  nor 
J-M  can  any  longer  guarantee  that  the 
corporation  has  sufficient  funds  to  meet 


all  potential  claims.  J-M,  as  is  common 
with  such  litigation,  set  aside  no  reserves 
beyond  its  insurance  coverage.  "I 
wouldn't  be  surprised  to  see  other  com- 
panies having  their  accounts  qualified," 
says  Second  Vice  President  Floyd  Knowl- 
ton  of  Travelers'  claims  department. 
"What  we  are  seeing  here  may  be  just  the 
tip  of  the  iceberg." 

There  is  plenty  of  grist  for  a  plaintiff's 
mill.  Already,  bureaucrats  have  identi- 
fied some  500  products  as  potential  car- 
cinogens. Among  those,  and  likely  to  be 
involved  in  other  litigation,  are  chemi- 
cals like  benzene  and  formaldehyde,  the 
synthetic  hormone  DES  and  the  defoli- 
ant Agent  Orange.  In  January  a  New 
York  State  federal  district  court  certified 
a  class  action  motion  against  seven  de- 
fendants including  Dow  Chemical, 
which  made  Agent  Orange  for  6  years. 
At  its  wildest,  this  suit  could  involve  all 
2.8  million  Vietnam  theater  veterans. 

Says  Senior  Vice  President  Gerard  Cur- 
tis of  Alexander  &  Alexander  Inc.,  the 
New  York  insurance  brokers,  "The  sol- 
vency of  some  insurance  companies  is 
being  threatened." 

How  much  money  is  involved?  That's 
anyone's  guess.  Twice  the  current  net 
worth  of  the  property  and  casualty  insur- 
ance companies  is  one  estimate  increas- 
ingly cited  within  the  industry.  By  that 
reckoning,  figure  $100  billion.  Commer- 
cial Union  lawyer  William  Bailey  be- 
lieves occupational  and  product  dis- 
^  ease  claims  could  top  $125  billion. 
Says  the  younger  brother  of  famed 
trial  lawyer  F.  Lee  Bailey,  "At  the  very 
least,  billions  of  dollars  must  come  out 
of  the  current  boolc  of  business,  which 
means  some  insurance  companies 
will  fail." 

There  may,  of  course,  be  an  element 
of  grandstanding  in  the  huge  numbers 
and  scare  stories  bandied  about  by 
defense  lawyers.  It  pays  to  paint  the 
bleakest  picture  when  there's  even  a 
remote  chance  of  getting  outside  aid, 
and  already  the  search  for  deeper 
pockets  is  on.  Commercial  Union's 
Bailey  is  suing  the  tobacco  industry, 
arguing  that  it  is  also  at  fault,  since  the 
worst  asbestosis  cases  occur  among  the 
heaviest  smokers. 

Others,  notably  Johns-Manville,  are 
demanding  that  the  federal  government 
set  up  a  counterpart  to  the  fund  estab- 
lished in  1977  for  coal  miners  afflicted 
with  black  lung  disease.  So  far,  that  idea 
has  gathered  little  support  either  in  Con- 
gress or  among  the  insurers.  The  budget- 
cutting  Reagan  Administration  is  even 
trying  to  restrict  payments  from  the 
black  lung  fund,  which  from  an  $18  mil- 
lion deficit  in  its  first  year  is  expected  to 
have  an  $8  billion  deficit  by  1990. 

Even  if  the  government  does  not  be- 
come directly  involved,  however,  prod- 
uct liability  cases  could  overwhelm  the 
civil  courts.  "There  may  be  more  than 
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LAPHROAIG 


ISLAY  MALT  SCOTCH  WHISKY 


YEARS 


10 


OLD 


Laphroaig,  pronounced 
"La  Froyg,"  is  a  single  malt  Scotch 

ivhiskyfrom  the  remote 
island  of  Islay  in  the  wind-swept 
Western  Isles  of  Scotland. 
This  Scotch  whisky 
has  an  exceptionally  rich  and 

smoky  flavor  that  makes 
it  particularly  suited for  after 

dinner  or  late  evening 
enjoyment.  Laphroaig  is  best 
savored  neat  or  with 
a  little  cool  water. 


90  Proof.  Imported  by  Julius  Wile  Sons  &  Co., 
Lake  Success,  NV 


1)1  the  l'bil(ulell)hia  Nciiy  )ard  /ahorers  use  nuL^ks  and  vacuums  while  culthi^  asheslos 
Changing  the  work  rules  doesnt  mean  an  end  to  the  suits. 


70,000  cases  in  the  system  now,  and 
nobody  knows  what  the  figure  may  be  in 
two  years,"  warns  New  York  University 
Law  School  Professor  Sheila  Birnbaum, 
who  frequently  acts  for  Skadden,  Arps  in 
product  liability  suits.  "Is  it  going  to  take 
a  Johns-Manville  going  bankrupt  for  ev- 
eryone to  sit  up  and  say  we  must  do 
something  about  the  system?" 

This  problem  stems  from  new  direc- 
tions in  tort  law,  the  centuries-old 
mechanism  for  settling  civil  disputes. 
Today,  while  settlement  awards  become 
ever  more  generous,  legal  theory  has 
evolved  away  from  the  position  that  a 
plaintiff  must  prove  the  manufacturer's 
negligence.  Instead,  liability  is  often  arbi- 
trarily assigned  and  compensation  is 
sometimes  awarded  to  anyone  remotely 
connected  with  a  harmful  product.  With 
a  ruling  last  year  in  the  landmark  DES 
case,  the  California  Supreme  Court  elim- 
inated the  need  even  to  identify  a  par- 
ticular manufacturer.  Now  every  com- 
pany in  an  industry  being  sued  is  at  risk. 

Occupational  disease  claims  have  also 
produced  the  biggest  insurance  industry 
spat  in  memory.  Led  by  INA,  about  a 
third  of  the  40  or  so  insurers  most  direct- 
ly involved  in  asbestos  litigation  contend 
that  they  should  pay  only  on  policies  in 
effect  at  the  time  an  illness  is  diagnosed. 
Another,  larger  group  led  by  Hartford  Ac- 
cident and  Indemnity  says  responsibility 
rests  with  the  carriers  that  had  policies 
in  place  when  the  workers  were  actually 
inhaling  asbestos  dust.  Travelers — an 
early  supporter  of  this  so-called  exposure 
theory — now  wants  to  spread  payments 
on  a  pro-rata  basis  among  all  the  carriers 
involved.  Deeper  pockets  again. 

This  is  no  arcane  argument.  The  ex- 
perience of  48  Insulations,  Inc.,  an  Au- 
rora, 111. -based  manufacturer  of  industri- 


al insulation,  is  all  too  typical.  1 
company  does  not  know  who  its  ins 
ance  carriers  were  before  1955;  polit 
have  been  either  lost  or  destroyed, 
tween  1955  and  1977  there  were  twe 
different  policies  issued  by  five  com 
nies,  all  for  differing  amounts  and  w 
varying  deductibles.  Question:  Wh 
insurer  should  pay  up  for  a  worker  h. 
dling  asbestos  from,  say,  1950  to  IS- 
if  his  doctor  tells  him  he  is  dying 
mesothelioma  in  1981?  This  would  t' 
the  wisdom  of  Solomon,  and  so 
there  is  no  clear  rule  of  law. 

Attorneys,  meanwhile,  are  bavin 
field  day.  Anyone  remotely 
posed  to  an  occupational  disc; 
is  a  prime  client — with  contingency  ft 
and  expenses  that  can  swallow  up 
55%  of  any  settlement.  Defendants, 
course,  need  counsel  too,  and  an  e\ 
widening  number  of  manufacturers  sl 
denly  see  a  threat  from  job-related  liab 
ity.  The  tobacco  companies  are  but  t 
latest  to  retain  lawyers  nationwide. 

Then,  too,  there  is  the  brisk  busine 
of  representing  insurance  firms  as  th 
squabble  among  themselves.  Shai 
downs  are  not  unknown.  A  Califont 
lawyer  reportedly  tried  collecting  $li 
per  client  from  an  asbestos  distribui 
simply  for  not  pressing  claims.  Equa 
brisk  IS  the  seminar  business.  In  Febi 
ary  500  lawyers  checked  into  New  C 
leans'  Fairmont  Hotel  for  a  three-day  s< 
sion  on  defense  techniques  in  asbest 
litigation.  Says  attorney  Albert  Pamell 
seminar  speaker,  "We  are  a  suing  natic 
For  every  dollar  paid  plaintiffs  in  prodi 
liability,  2  to  3  times  that  amount  go 
for  defense  legal  fees.  Somehow  we  mi 
change  the  system." 

How  about,  for  starters,  cracking  do\ 
on  legal  contingency  fees?  ■ 
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Meet  Kentucky's  chairman  of  the  board 
and  our  board  of  directors. 

In  selecting  the  men  that  serve  Kentucky,  Governor  John  Y. 
Brown,  Jr.  took  the  state  out  of  politics  and  put  it  in  business. 

The  key  areas  of  development,  commerce,  energy  and 
transportation  are  all  headed  by  proven  businessmen.  Men 
who  understand  the  climate  you  need  to  build  a  successful 
business,  because  they've  done  it  themselves. 

Men  like  W.  T.  Young,  vice  chairman  of  the  cabinet,  who  is 
chairman  of  The  Royal  Crown  Companies.  Bruce  Lunsford, 
commerce  cabinet  secretary,  who  is  both  an  attorney  and 
C.P.A.  William  B.  Sturgill,  secretary  of  energy,  who  has  been 
an  industry  leader  in  coal  mining.  Frank  Metts,  secretary  of 
transportation,  and  major  real  estate  developer.  And  Jack 
Segell,  deputy  secretary  of  commerce,  who  has  had  a 
successful  career  as  an  entrepreneur  and  corporate  executive. 

But  more  important  than  what  these  men  have  accomplished, 
is  what  they  stand  ready  to  help  you  accomplish— the  building 
of  a  successful  business  in  Kentucky.  For  more  specific  infor- 
mation, write:  W.  Bruce  Lunsford,  Secretary,  Commerce 
Cabinet,  Commonwealth  of  Kentucky,  Frankfort,  Kentucky 
40601.  Or  better  yet,  call  him  businessman-to-businessman  at 
502/564-7670. 


KENTUCKY 

The  state  that's  run  like  a  business. 


^^Texaco's  got  a 
¥fay  to  turn  coal 
into  clean  energy^ 
It's  electrif yingr 

—Bob  Hope 


America's  got  enough  coal  to  keep  your  lights  on  for  hundreds  of  years. 
And  lexaco*s  coal  gasification  process  could  mean 
you  won't  have  to  worry  about  how  it  affects  the  environment. 


One  of  the  main  problems 
with  burning  coal  to  generate 
electricity  has  been,  of  course, 
to  burn  it  in  an  environmentally 
acceptable  manner 

But  lexaco's  developed  a 
process  to  turn  our  most 
plentiful  energy  resource  into 
clean-burning  fuel  gas  which 
::in  be  used  to  produce  power 
or  generating  electricity 


We've  already  successfully 
proven  the  gasification  process  in 
small-scale  plants.  Now  Texaco 
IS  working  with  other  companies 
and  organizations  to  build  a  large 
coal  gasification/electrical  gener- 
ating plant  in  the  Mojave  Desert. 
It  will  turn  a  thousand  tons  of 
coal  a  day  into  electricity 

Some  years  from  now, 
Texaco's  investment  in  coal  gasifi- 


cation technology  can  mean 
you'll  have  the  electricity  you' 
need  —and  without  worrying 
about  environmental  effects. 


[TEXACO 

You  can  trust  the  Star 
at  home,  at  work, 
or  in  your  car. 


The  Money  Men 


erton  Welch  is  light  on  investment  theory 
heavy,  oh  so  heavy,  on  performance. 


He's  got 
a  little  list 


By  Jean  A.  Briggs 


DGERTON  Welch  is  a  spare,  72- 
/ear-old  man  with  thinning  sandy 
bair  and  eyes  that  seem  to  dart  out 
)ehind  big  glasses.  Like  his  father 
andfather  before  him,  he  runs  Citi- 
lank  &  TiTJSt  Co.  m  ChilHcothe, 
small  town  in  the  rural  northwest- 
rt  of  the  state.  Welch  claims  not  to 
very  much  about  the  stock  mar- 
ine do  not  pretend  to  be  sophisti- 
:nvestors,"  he  says.  Benjamm  Gra- 
Welch  purports  not  to  know  any- 
about  the  father  of  security 
is.  Modem  Portfolio  Theory?  "I 
even  know  what  you're  talking 
"  he  exclaims. 

c  of  theory,  however,  hasn't  ham- 
Welch's  investment  performance. 
:he  past  five  years,  the  employee 
t  and  pension  fund  he  runs  has 
.  an  average  return  of  34.1%,  ac- 
g  to  a  recent  report  in  the  trade 
ation  Pensions  &  Investment  Age. 
anks  his  tiny  ($6  million)  fund  first 
;  all  bank-  and  insurance-managed 
For  a  ten-year  period,  Welch's 
return  puts  him  second,  after  Bes- 
Trust  Co.  Such  a  record  is  the 
3f  many  a  big-time  money  man, 
elch's  current  results  only  enhance 
tus.  Last  year  his  fund  returned  an 
isive  72.5%. 

as  only  1 8  years  ago,  when  he  was 
It  Welch  decided  his  little  family- 
llcd  bank  needed  a  trust  dcpart- 
Until  that  time,  he  claims,  he  ncv- 
any  serious  investing. 
1  docs  Welch  do  it?  His  method  is 
city  itself.  He  begins  by  reading 
due  Line  Investment  Survey,  the 
y  service  that  costs  his  bank  $330  a 
It  used  to  be  $85,"  he  complains, 
looks  to  sec  which  stocks  among 
700  companies  Value  Line  follows 


Chillicc)the.  Mo 's  Fxlgerton  Welch 
Outshining  all  the  stars. 


are  ranked  highest  for  year-ahead  perfor- 
mance. The  service  rates  companies  on  a 
scale  of  1  to  5,  and  at  any  point  about  100 
issues  get  its  top  recommendation.  Then 
Welch  checks  to  see  which  industry 
groups  Value  Line  likes.  If  the  service  is 
bullish  on  both  an  industry  and  a  particu- 
lar company  in  it,  he  becomes  even  more 
interested.  "We've  discovered,"  says  his 
assistant.  Senior  Vice  President  Ed  Doug- 
las, "that  the  industry  accounts  for  about 
one-third  of  the  movement  in  a  stock's 
market  value."  He  means  that  a  good 
stock  in  an  industry  analysts  favor  is 
worth  up  to  50%  more  than  a  good  stock 
that  is  in  an  out-of-favor  industry. 

Next  Welch  checks  with  two  broker- 
age house  research  services,  Merrill 
Lynch's  Monthly  Research  Review  and  E.F. 
Hutton's  AtoYer  List.  If  one  of  these  two 
gives  its  top  rating  to  a  top  Value  Line 
selection,  then  Welch  is  likely  to  buy  it — 
particularly  if  Merrill  or  Hutton  consid- 
ers the  stock  undervalued  and  indicates 
that  it  has  a  favorable  chart  pattem. 
Welch  checks,  too,  to  make  sure  that 
earnings  estimates  project  annual 
growth  for  the  next  few  years  of  at  least 
25%.  He  chats,  too,  with  a  couple  of 
Kansas  City,  Mo.  brokers  he  trusts,  and 
with  his  son  William  Welch,  the  bank's 
president.  He  then  compares  judgments 
with  William,  and  with  Ed  Douglas,  an- 
other bank  officer.  From  all  this  he  devel- 
ops a  consensus.  But  he  makes  every 
final  decision  himself.  And  always  in 
consonance  with  what  Value  Line  and  the 
two  brokerage  houses  like. 

Selling  is  as  important  a  part  of  Edger- 
ton  Welch's  investment  strategy  as 
buying.  "The  minute  Value  Line  moves 
the  stock  from  a  1  to  a  2,"  he  says,  "we 
pitch  it."  A  2,  of  course,  is  still  a  high 
rating — but  as  far  as  Welch  is  concerned 
he's  gotten  the  most  out  of  the  situation 
and  he  sells.  "We  used  to  wait  until  they 
had  moved  to  3,"  he  reports,  "but  we 
usually  don't  any  more."  He  will  occa- 
sionally buy  a  2,  however,  if  Merrill 
Lynch  and  E.F.  Hutton  are  rating  the 
stock  a  I  and  if  he  thinks  Vali4e  Line  may 
soon  rate  it  a  I  as  well. 

Welch's  method  builds  in  lots  of  trad- 
ing activity  among  the  20  or  25  stocks  in 
his  portfolio.  "We  turn  them  over  about 
one  and  a  half  times  a  year,"  he  says. 
"For  example,  we  have  only  one  stock 
now  that  we  bought  before  1980,  and 
that's  Fluor.  We  bought  it  in  1979.  One 
thing  we  never  do  is  fall  in  love  with  a 
stock."  Since  Welch's  funds  don't  pay 
income  taxes,  trading  doesn't  penalize 
him  as  it  would  an  individual  investor. 

Welch  IS  nearly  always  100%  invested. 
"That  way,"  he  says,  "we  never  miss  the 
big  market  moves.  Of  course,  we  get  hit 
when  the  market  goes  down,  but  when  it 
goes  up  those  Is  explode."  So  far,  he 
adds,  the  market  has  always  come  back 
more  than  it's  gone  down.  Thus  his  per- 
formance in  November  and  December 
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Bell  System 

We  just  cut 
the  cost  of  doing 
business  all  over 

the  world. 

Surprise!  While  all  your  other 
business  expenses  are  going  UP, 
the  cost  of  International  Dialing 
has  just  gone  DOWN.  And  the 
new  rates  apply  even  to  calls  you 
dial  during  business  hours. 
International  Dialing  saves  you 
lots  of  time,  too.  So  dialing  your 
deals  overseas  makes  good 
business  sense.  Let  us  say  you 
want  to  make  a  3-minute  call  to 
England.  It's  $4.65  when  you 
dial  the  call  yourself,  Monday  to 


Saturday  from  5  a.m.  to  5  p.m. 
And  that's  less  than  half  of  what 
you'd  pay  on  a  call  placed 
person-to-person. 

To  faraway  Japan  it's  only 
$7.65  any  time  Monday  to  Satur- 
day, but  $6.15  gets  you  3  minutes 
of  business  in  most  countries  of 
Europe.  Call  "during  the  reduced 
rate  periods,  and  you'll  pay  even 
less.  What  a  nice  surprise  I  Or. . . 
as  they  say  in  England,  "That 
takes  the  biscuit!" 


CUT  THIS  OUT  AND  KEEP  IT  HANDY 


Now  you  can  dial  82  countries 


FROM  THE  U.S. 
MAINLAND  TO; 


American  Samoa 

Andorra 

Argentina 

Australia 

Austria 

Bahrain 

Belgium 

Belize 

Bolivia 

Brazil 

Chile 

Colombia 

Costa  Rica 

Cyprus 

Denmark 

Ecuador 

El  Salvador 

Fiji 

Finland 
France 

French  Antilles 

GermanDem.Rep. 

(East  Germany) 
Germany,  Fed.  Rep, 

(West  Germany) 
Greece 
Guam 
Guatemala 
Guyana 
Haiti 

Honduras 

Hong  Kong 

Indonesia 

Iran 

Iraq 

Ireland 

Israel 

Italy 

Ivory  Coast 

Japan 

Kenya 

Korea,  Rep.  of 

Kuwait 

Liberia 


INITIAL  3-MINUTE  DIAL  RATES 


DAY 
RATE 


$6.15 
6.15 
6.90 
7.65 
6.15 
7.65 
6.15 
5.55t 
6.90 
7.65 
6.90 
6.90t 
5.55t 
6.90 
6.15 
6.90t 
5.55t 
6.90 
6.15 
6.15 
6.00t 

6.15 

6.15 

6.15 

6.90 

5.55t 

6.90t 

6.90t 

5.55t 

6.90 

7.65 

7.65 

7.65 

4.65 

7.65 

6.15 

6.90 

7.65 

6.90 

7.65 

6.90 

6.90 


LOWER  RATE  PERIODS 


$4.95  Sunday  only 

5.55  Sunday  only 
5.70  Sunday  only 


4.95  5pm-5am  &  Sun 

5.55  Sunday  only 
5.70  8pm-5am  &  Sun 
5.55  8pm-5am  &  Sun 
5.55tSunday  only 
4.20t6pm-5am&Sun 
5.55  Sunday  only 
4.95  5pm-5am  &  Sun 
5.55t6pm-5am  &  Sun 
4.20t6pm-5am&Sun 

4.95  5pm-5am  &  Sun 


4.95  5pm-5am  only 

4.95  5pm-5amonly 

5.55  Sat  &  Sun  Only 
4.20t6pm-5am&Sat'Sun 

5.55t6pm-5am  &  Sun 
4.20+6pm-5am&Sun 


3.60  5pm-5am  &  Sun 
5.70  Sat  &  Sun  only 
4.95  5pm-5am  &  Sun 

5.70  Sunday  only 


5,55  Sunday  only 


FROMTHEU.S. 
MAINLAND  TO 


Libya 

Liechtenstein 

Luxembourg 

Malaysia 

Monaco 

Netherlands 

Netherlands 

Antilles 
New 

Caledonia 
New  Zealand 
Nicaragua 
Nigena 
Norway 
Panama 
Papua 

New  Guinea 
Paraguay 
Peru 

Philippines 

Portugal 

Romania 

San  Manno 

Saudi  Arabia 

Senegal 

Singapore 

South  Africa 

Spam 

Sri  Lanka 

Suriname 

Sweden 

Switzerland 

Tahiti 

Taiwan 

Thailand 

Tunisia 

Turkey 

United  Arab 
Emirates 

United 
Kingdom 

U.S.S.R. 

Vatican  City 

Venezuela 

Yugoslavia 


INITIAL  3-MINUTE  DIAL  RATES 


DAY 
RATE 


$7.65 
6.15 
6.15 
7.65 
6.15 
6.15 

6.00t 

7.65 

6.90 

5.55t 

7.65 

6.15 

4.65t 

7.65 

6.90 

6.90 

7.65 

6.15 

6.90 

6.15 

7.65 

6.90 

7.65 

7.65 

6.15 

7.65 

6.90t 

6.15 

6.15 

7.65 

7.65 

7.65 

7.65 

6.90 

7.65 

4.65 
6.90 
6.15 
6.90t 

6.90 


LOWER  RATE  PERIODS 


4.95  5pm-5am  &  Sun 

4.95  5pm-5am&Sun 
4.80t6pm-6am&Sat;'Sun 

4.20t6pm-5am&Sun 

4.95  5pm-5am  &  Sun 
3.60t5pm-7am&Sat/Sun 

5.55  Sunday  only 
5.55  8pm-5am  &  Sun 
5.70  Sunday  only 
4.95  5pm-5am  &  Sun 

4.95  5pm-5am  &  Sun 


4.95  5pm-5am  &  Sun 

5.55tSunday  only 
4.95  5pm-5am  &  Sun 


5.70  Sunday  only 
5.55  Sunday  only 


3.60  5pm-5am  &  Sun 
5.55  Sunday  only 
4.95  5pm-5am  &  Sun 
5.55t6pm-5am  &  Sun 
5.55  Sunday  only 


How  to  dial  an  international  call 

Time  and  money.  Those  are  the  two 
bigthingsyou  save  when  you  dial 
an  International  call  yourself.  And 
it'saseasy  as  clipping  out  this 
page.  Just  be  sure  you  always  start 
with  the  International  Access  Code, 
"OH'.'  Then  dial  the  country 
code,  city  code,  and  local  number. 
Lookhoweasyitistodial  London: 

INTERNATIONAL  COUNTHY  ClT> 
ACCESS  CODE      CODE  CODE 

Oil  +  44  +  1  +  LOCAL  NUMBER 

(If  you  are  calling  from  a  Touch-Tone 
telephone,  press  the  "#"  button  after 
dialingthe  entire  number  This  will 
speed  your  call  along.) 

If  you  cannot  dial 

if  yourarea  doesn't  have  Interna- 
tional Dialing,  you  get  the  same  low 
rateas  longas  it'sa  simple  Station 
call.  (Person-to-person,  credit 
card  and  collect  calls,  for  example, 
cost  more  because  they  require 
special  operator  assistance.)  Just 
tell  the  local  Operator  the  country, 
city,  and  telephone  number  you 
wantto  call. 

Time  differences 

Confused  about  time  differences? 
Use  these  samples  as  your 
benchmark.  Here's  how  it  works: 
with  your  time  zone  as  your  guide, 
check  your  watch  and  add  the 
number  of  hours  shown  below.  For 
example, 4p.m.  intheEasternTime 
Zone  is  9  p.m.  in  United  Kingdom. 


Time  Difference 

from  U.S.  Mainland  tO; 

us  Time  Zones* 

EST 

CST 

MST 

PST 

France 

6 

7 

8 

9 

Germany 

6 

7 

8 

9 

Greece 

7 

8 

9 

10 

Hong  Kong 

13 

14 

15 

16 

Israel 

7 

8 

9 

10 

Japan 

14 

15 

16 

17 

New  Zealand 

18 

19 

20 

21 

South  Africa 

7 

8 

9 

10 

Sweden 

6 

7 

8 

9 

United  Kingdom 

5 

6 

7 

8 

Venezuela 

1 

2 

3 

4 

'based  on  Standard  Time 


Clip  this  page 

It'sa  good  idea  to  clip  this  chart  so 
you'll  have  all  the  information 
handy  when  you  need  it. 


The  charge  for  each  additional  minute  is  S6the  initial  3-minutedial  rate.  Federal  excise  tax  of  2%  is  added  on  all  calls  billed  in  the  United  States. 
Nearly  everyone  can  dial  Canada,  the  Caribtiean,  and  parts  of  Mexico-|ust  as  you  dial  cities  inside  the  continental  U.S. 
t  Rates  are  even  lovter  from  some  areas. 


made  up  for  last  year's  minimassacre  in 
October— just  as  it  did  in  1979  after  that 
year's  October  market  decline.  Of 
course,  if  the  massacre  came  at  the  end 
of  a  quarter  instead  of  the  beginning,  his 
performance  wouldn't  look  quite  so 
good.  But  Welch  claims  that  wouldn't 
bother  him  in  the  slightest,  "We're  in 
this,"  he  says,  "for  the  long  term." 

These  past  ten  years  have  included 
some  rough  ones  in  the  stock  market, 
and  Welch  has  taken  his  lumps.  "Talk  to 
my  son  Bill  about  the  mistakes,"  he 
laughs,  while  Bill  ticks  off  the  names  of 
some  hot  stocks  that  cooled  off  quickly 
like  King  Resources  and  Four  Seasons 
Nursing  Center  of  America.  He  also  tells 
about  his  father  attending  a  Value  Line 
seminar  on  a  cruise  ship  in  the  Caribbe- 
an and  coming  back  with  some  dillies. 
"Almost  every  one  busted,"  he  says. 
"Value  Line  hasn't  had  any  more  cruises, 
either,"  adds  his  father. 

Welch  developed  his  consensus  portfo- 
lio strategy,  he  says,  by  "reasoning  and 
studying."  He  latched  on  to  Value  Line 
after  reading  the  company's  advertise- 
ments. He  knew  Merrill  Lynch  and  Hut- 
ton  because  of  previous  dealings  with 
their  bond  departments.  "Value  Line 
can't  always  be  right,"  he  says,  explain- 
ing why  he  uses  the  supplementary  ser- 
vices. But  don't  bore  Edgerton  Welch 
with  long,  detailed  studies.  "You  can  get 
too  much  stuff,"  he  says. 

If  there  is  anything  consistent  about 
Welch's  portfolio,  it  is  that  because  of 
the  way  he  picks  his  purchases,  he  is 
always  likely  to  hold  the  "hot"  stocks  of 
the  moment.  He  has  done  well  in  gold 
mining,  for  example,  in  oil,  in  airlines 
and  in  brokerage  companies.  "We  made 
a  pile  of  money  in  the  hospital  manage- 
ment stocks — Hospital  Corp.,  Humana, 
Lifemark  and  National  Medical  Enter- 
prises," he  says.  Now  he's  moved  into 
industrial  service  stocks  such  as  Brown- 
ing-Ferris Industries,  SCA  Services  and 
Waste  Management.  Also,  he  recently 
bought  Delta  Air  Lines  and  PepsiCo. 

What  can  you  learn  from  all  this? 
Welch's  approach  to  managing  money  is 
mechanical,  logical  and  conservative. 
Welch  lets  Value  Line  and  the  brokerage 
houses  do  the  research,  and  avoids 
hunches  or  hot  tips.  His  secret  isn't  the 
system  but  his  own  consistency.  "It's 
like  owning  a  computer,"  he  concludes. 
"When  you  get  the  printout,  use  the  fig- 
ures to  make  a  decision — not  your  own 
impulse." 

Why  does  this  simple  system  work  so 
well  for  Edgerton  Welch?  We  suspect  be- 
cause his  consensus  method  keeps  his 
portfolio  concentrated  in  the  very  parts 
of  the  market  the  big  sendees  are  push- 
ing. His  method  then  is  neither  technical 
nor  fundamental  but  psychological;  he's 
always  going  with  the  weight  of  opinion. 
But  that's  our  theorizing.  Edgerton 
Welch  isn't  much  on  theorv.  ■ 
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As  I  See  It 


It's  a  tougher  job  for  us  than  you  think,  says 
top  Japanese  government  official,  who  say 
the  U.S.  government  must  make  the  first  move 

Restricting 
auto  imports — 
the  Japanese  view 


By  James  Ck>ok 


EVERY  TIME  AN  AMERICAN  COUSUm- 
er  buys  a  Japanese  automobile, 
U.S.  workers  seem  to  be  put  out  of 
work  or  kept  out  of  work.  Does  this 
justify  trade  barriers  against  Japanese 
cars?  A  good  many  Americans  think 
so — and  the  Japanese  now  seem  resigned 
to  the  fact.  In  this  interview  a  high  Japa- 
nese official  argues  that  his  government 
has  only  limited  control  of  the  situation. 
He  wants  the  U.S.  government  to  make 
the  first  move.  The  official  is  Naohiro 
Amaya,  vice  minister  for  international 
affairs  of  the  powerful  Ministry  of  Inter- 
national Trade  ik  Industry,  and  MITI  is  a 
uniquely  Japanese  institution  that  func- 
tions variously  as  central  planning  agen- 
cy, industrial  and  financial  adviser,  and 
governmental  cheerleader  for  the  devel- 
opment of  Japan's  industrial  might.  Early 
last  month  Amaya  was  in  Washington  to 
discuss  the  issues  with  U.S.  Trade  Repre- 
sentative Bill  Brock,  and  Forbes  inter- 
vievv'ed  him  at  his  office  in  Tokyo  short- 
ly before  he  left  for  the  U.S. 

FORBES:  How  sehouslv  do  you  at  MITI  take 
all  tim  protectionist  uproar  ot  er  the  impor- 
tation of  Japanese  automobiles  into  tlx  L.S.'f' 
Amaya:  There  are  two  aspects  to  this 
automobile  issue.  One  is  economic,  the 
other  political.  From  the  economic  point 
of  view,  we  don't  think  Japanese  exports 
are  causing  any  serious  trouble  to  the 
American  industry.  As  we  see  it,  from  a 
theoretical  point  of  view,  if  Adam  Smith 
were  alive,  he  would  approve  of  what  has 
been  happening. 

But  what  about  the  billions  of  dollars  the 
US.  manufacturers  lost  kist  year,  to  say 
nothing  of  all  those  plants  being  shut  down 
and  all  those  workeis  who  lost  tijeir  Jobs-' 

After  the  Iranian  crisis  especially,  be- 
cause of  the  quick  rise  in  the  price  of  oil 
and  gas,  the  consumers  quickly  changed 
their  selection  from  the  large-size  to  the 


small-size  car.  The  American  indus 
had  been  sticking  to  the  production 
large-size  cars,  and  as  a  result  their  pj 
ducing  capacity  of  small-size  cars  w 
not  enough  to  meet  this  rapidly  incre 
ing  demand.  Therefore,  to  fill  the  j 
between  producing  capacity  and  dema 
in  the  U.S.,  the  importation  of  the  sm; 
size  car,  mainly  from  Japan,  has  be 
increasing.  We  are  just  meeting  the  > 
mand  of  the  consumer,  which  the  LI 
industry  failed  to  supply.  As  the  Amt 
can  producers  increase  production  of  I 
small-size  cars  that  consumers  demai 
then  I  think  our  exports  will  slow  do' 
or  perhaps  decrease.  I  don't  know 
what  level. 

So  you  aren  't  really  tcoiried 

Politically,  I  think  the  Japanese  c 
are  causing  very  serious  problems — 
the  U.S.  industry,  U.S.  labor,  the  U 
Administration,  and  we  cannot  negii 
that.  From  the  political  point  of  viev 
think  the  situation  is  pretty  serious.  1 
American  economy  is  not  in  good  sha 
the  number  of  layoffs  in  the  auto  indi 
try  IS  very  great,  and  the  Reagan  Adra 
istration's  decision  to  decontrol  pri( 
on  oil  products,  which  is  a  very  reaa 
able  policy,  will  cause  increases  in  < 
price  of  oil  products;  this  must  hav< 
serious  impact  not  only  on  the  salej 
U.S.  cars,  but  on  the  U.S.  economy 
general.  Inflation  will  be  accelerated 
the  time  being. 

You're  suggesting  the  Japanese  hare 
come  a  conrenient  scapegoat.  We  a 
solre  our  economic  or  energy  problems, 
we  lay  the  blame  on  the  Japanese.  .( 

It  is  natural  for  the  [American]  man 
the  street  to  think  the  increasing  i 
ports  are  responsible  for  the  difficult 
he  IS  facing.  In  a  democratic  count 
when  the  majority  think  that  Japan( 
car  imports  are  guilty,  it  would  be  vj 
difficult  for  the  Administration  to 
nothing  about  it.  | 
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'our  feeling  is  that  some  sort  of  restric- 
leasures  will  be  imposed  by  tlje  U.S. 
^t  the  importation  of  Japanese  cars.'' 
at  is  a  possibility  that  we  dislike,  of 
e,  but  I  cannot  deny  that  the  possi- 
obtains. 

fe  are  three  measures  most  commonly 
onecl— quotas  based  on  1977-79  sales, 
:rease  in  the  present  tariff  of  2.9%  and 
lirement  that  a  certain  proportion  of 
to's  components  be  locally  produced. 
possible,  we  wish  to  avoid  all  of 
,  of  course.  We  hear  that  the  U.S. 
nistration  is  in  favor  of  the  free 

policy  and  less  intervention  into 
:e  activity.  I  think  this  import  re- 
ion  is  contradictory  to  this  aim. 
he  U.S.  we  hear  a  lot  of  talk  about 
'a>y  restraitits  on  the  pan  of  the  Japa- 
manufacturers  as  an  alien  u  it  we  In 
>.  tariff's  or  other  protection isi  mea- 
ls this  a  practical  alternative? 
ring  the  Carter  Administration,  in 

of  last  year,  I  went  to  Washington 

got  the  impression  that  they  dis- 
d  the  idea  of  voluntary  restrictions 
le  Japanese  side.  They  concluded 
'oluntary  restrictions  on  the  part  of 
ipanese  not  only  would  be  against 
iti-inflation  policy  of  the  U.S.  gov- 
ent,  the  energy  policy  of  the  U.S. 
nment,  and  the  free  trade  policy  of 
.S.  government,  it  also  violated  the 
ust  law  of  the  U.S. 
It  about  the  Japanese  govemnient — 

dictate  the  number  of  cars  the  auto 
r\'  can  export' 

have  the  Foreign  Trade  Control 
which  was  enacted  in  1948.  In  ac- 
nce  with  that  law,  it  is  legally  possi- 
)r  the  government  to  restrict  the 
t  of  anything,  including  the  export 
rs,  by  a  Cabinet  order.  This  is 
St  the  General  Agreement  on  Tar- 
.  Trade.  But  perhaps  GATT  is  han- 
)n  the  mutual-understanding  basis, 
berefore,  though  it  is  legally  against 
iATT  for  the  Japanese  government 
itrict  the  export  of  cars,  if  the  U.S. 
nment  makes  no  complaint,  then 
GATT  problem  will  disappear.  In 
jplication  of  the  export  control  law, 
)roblem  of  U.S.  antitrust  laws  is 
ed.  Japanese  manufacturers  would 
imune  from  U.S.  antitrust  law  if 
ts  were  controlled  in  accordance 
our  law. 

:  the  Japanese  government  ever  im- 
such  controls!' 

netimes,  in  the  past,  yes.  On  our 
■ts  to  Iran  after  this  hostage  issue, 
we  triggered  this  law  in  regard  to 
•ts  to  Soviet  Russia  after  Afghani- 
However,  these  are  viewed  as  ab- 
al — emergency  cases.  Legal  au- 
ties  tell  us  it  should  be  limited  to 
ordinary  circumstances. 
rt  of  some  sort  of  national  or  interna- 
'  emergency,  is  there  nothing  you  can 
ease  the  situation''' 

have  laws  to  set  up  an  export  cartel 


Our  joy  comes  from  the  satisfaction  of  making  great 
golf  shoes.  The  world  s  finest  leathers  crafted  so  that  the 
shoe  moves  with  the  foot,  not  against  it. 

Your  joy  is  wearing  shoes  so  comfortable  you  forget 
you  have  them  on.  Foot-Joys. 

See  the  great  new  Foot- Joy  collection  including  this 
outstanding  model  in  brown  or 
camel  patent,  or  white  washable 
leather.  At  your  golf  shop. 

Write  for  free  Foot-Joy  style  brochure  Foot-Joy,  Inc  .  PO  Box  FB3,  Brockton.  MA  02403 


Forbes 

Classified 

appears  in 
the  first  issue 
of  every  month 

Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 
information  on 
FORBES  CLASSIFIED 
call 

Linda  Loren 
(212)  620-2440 

Forbes: 
Capitalist 
Tool 


This  summer-season  we  have  arranged 
e.Kclusive  guided  motorbike-tours  through 
the  Alps  and  to  the  Mediteranean  Sea. 
To  enjoy  the  mountain  passes  of  Austria 
and  Switzerland  on  a  BMW,  to  breath  the 
lavender-air  of  the  French  Provence, 
to  see  the  Cote  d'Azur  and  Bella  Italia 
travelling  on  small  swinging  roads  is  a 
diJJerent  and  much  more  intensive  way  to 
get  to  know  parts  you  haven't  seen.  We 
stay  at  good  hotels  and  don't  eat  ham- 
burgers all  the  time. 
For  injormation  write  to: 
Fdelweiss  bike  travel,  P.O.  Bo.x  123.1  D 
6367  Karben,  West-Germany. 
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by  manufacturers.  In  this  case  there  is 
the  legal  question  of  whether  this  is 
against  U.S.  antitrust  law  or  not,  and 
therefore  the  manufacturers  arc  not  keen 
to  make  this  an  export  cartel  for  pur- 
poses of  export  restraint.  Still  another 
approach  involves  administrative  guide- 
lines by  the  MITI.  MITI  could  say,  "The 
situation  m  the  U.S.  is  very  serious,  and 
the  U.S.  govemment  is  asking  the  {apa- 
nese  govemment  to  implement  the  ex- 
port restraint  on  the  Japanese  side. 
Therefore  I  ask  you  to  restrict  your  num- 
ber of  exports  to  the  U.S.  at  such  and 
such  levels."  In  this  case,  as  the  prerequi- 
site, we  need  an  official  approach  from 
the  U.S.  government. 

.So,  you're  waiting  for  the  U.S.  gorernrnent 
to  make  the  first  move!  Why  is  this  necessar}'? 


As  1  See  It 


You  must  be  very  discreet  in  your  be- 
havior. This  has  been  what  the  MITI 
has  been  saying. 

But  we  cannot  dictate  to  them. 

.Mill  doesn't  hmv  the  sort  of  reUitio)ishil> 
with  the  auto  '  indiistty  that  it  does  with  the 
steel  iudustr\\  say,  ivhere  there  are  financial 
pressures  you  can  exert  to  persuade  them  to 
follow  your  policies? 

The  relationship  between  the  steel  in- 
dustry and  the  MITI  is  much  more  close 
than  in  the  case  of  the  automobile  indus- 
try. This  relationship  is  difficult  to  ex- 
plain to  outside  people.  It's  like  the  rela- 
tionship between  husband  and  wife — 
there  are  many  types  of  husband  and 


dustry's  capacity  all  the  same? 

The  concept  of  capacity  is  very  coi 
plicated.  The  number  of  cars  actua 
produced  depends  upon  the  worki 
hours  and  the  number  of  shifts.  The  oi 
cial  capacity  of  the  Japanese  car  indust 
is  presently  about  10  million  units,  h 
actually  they  are  producing  more  than 
million. 

By  working  longer  hours? 

Yes.  Therefore,  the  operating  rate 
the  current  capacity  is  about  110 
Some  makers  think  that  the  machii: 
are  overworking,  and  therefore  son 
times  they  want  to  lower  this  figu 
which  means  they  will  expand  a  lit 
bit.  It's  common  sense  that  it  is  vi 
difficult  for  a  Japanese  manufacturer 
expect  an  increase  in  the  car  marki 


MITI  Vice  .Minister  Naohiro  Amnya 
"We  don't  thUUc  Japanese  exports  are  cauising  any  serious  trouble  to  the  American  auto  itidustry." 


Why  doesn't  your  industiy  do  it  on  its  own  ''' 
They  are  much  more  shortsighted 
than  the  Japanese  government.  Every 
day  we  at  MITI  are  behaving  like 
priests,  preaching  that  you  must  be  care- 
ful, discreet,  prudential  in  implementing 
your  exports  to  the  U.S.  and  also  Europe. 
It  has  taken  quite  a  long  time  for  them 
to  change  their  attitude.  Since  about  a 
yeai  ago,  we  have  been  telling  the  Japa- 
nese manufacturers  that  this  situation  is 
very  precarious.  You  must  be  careful. 
Chrysler  is  in  the  hospital,  seriously 
sick,  so  you  should  not  stomp  around  in 
ihe  corridors.  You  should  walk  on  tip- 
i  >e.  That's  the  etiquette.  The  Japanese 
manufacturers  for  the  time  being  are 
doing  pretty  well,  but  you  must  take 
into  consideration  the  difficulty  the  for- 
eign manufacturers  are  facing  just  now. 


wife  [relationships].  In  the  case  of  steel, 
the  MITI  and  the  industry  are  very  close. 
But  in  the  case  of  automobiles — not  too 
close.  We  are  not  divorced,  at  any  rate, 
but  the  relationship  is  rather  cold. 

There  are  reports  that  the  Japaiwse  auto 
industry  plans  some  massive  increases  in  its 
productive  capacity  over  the  next  three 
years — a  20%,  2  million-unit  increase,  ac- 
cording to  a  recettt  US.  Department  of 
Transportation  study. 

I  think  maybe  about  $10  billion  will  be 
invested  in  three  years'  time,  but  mainly 
for  such  purposes  as  tooling  for  front- 
wheel-drive  cars.  Most  lapanese  cars  are 
not  front-driving,  but  rear-driving.  What 
they  are  doing  involves  a  substantial  in- 
vestment, but  mainly  not  for  increased 
capacity. 

But  won't  it  increase  the  automobile  in- 


whether  in  Japan  or  outside.  They  ha' 
no  intention  at  all  of  producing  mo 
cars.  Because  of  the  rising  price  of  o 
nobody  can  be  bullish  about  the  futu 
demand  for  cars. 

Does  that  mean  the  fapanese  automakc 
won't  be  i?ivesting  in  Europe  or  the  i  .S.  (, 
any  large  scale? 

They  are  studying  the  possibility,  bi 
it's  not  govemment  business  but  pnva 
business. 

If  the  i  .5.  puts  up  baniers,  is  there  ai 
way  Japan  could  retaliate  against  this  pr 
tectionist  trend? 

It's  very  difficult.  We  are  rather  sen'- 
tive  to  the  cold  climate  covering  ti 
whole  world  now,  and  under  this  cond 
tion  we  realize  if  we  engaged  in  retal 
ation,  that  would  again  provoke  son 
retaliation  back,  and  set  off  a  spiral.  ■ 
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What  is  NCR  ud  to  now? 


Ne're  helping  more  than 
>40,000  food  store  checkers 
}ut  profits  in  the  bag. 

he  friendly  checker  at  your 
earby  supermarket  very 
fobably  uses  NCR  equip- 
lent  to  record  and  total 
our  purchases.  That 
robability  is  high 
ecause  NCR  is  a 
jader  in  food  store 
jrminals  and  scanning 
/stems,  helping  store 
wners  improve  profit- 
bility  in  every 
epartment. 

our  store  may  use 
CR  terminals  alone 
;rminals  plus  scan- 
ers,  or  perhaps  our 
Dmplete  NCR 
RACS  system  for 
seping  accurate 
ack  of  everything 
om  store  oper- 
:ions  to  general 
dger. 

ut  helping  food 
ores  fight  rising 
5Sts  is  nothing 
3wfor  NCR. 
'e've  been  doing  it 
nee  the  days  of 
e  deliveries.  In 
ct,  we've  been  in 
jsiness  97  years. 

hy  are  we  a 
ader  in  super- 
arket  systems? 
(ecutives  of 


companies  such  as  Gibson's  in  Midlanc 
Texas,  Fed  Mart  in  San  Diego,  Thrift- 
way  in  Cincinnati,  and  Comercial 
Mexicanaand  Aurrerain  Mexico 
helped  put  us  there.  They 
depend  on  NCR  systems  for 
up-to-the-minute  manage- 
ment reports,  precise 
inventory  control,  and 
improved  employee  pro- 
ductivity. And  that  means 
profits  in  the  bag. 

Supermarket  owners 
look  for  NCR's  kind  of 
global  support  net- 
work-16,000  well- 
trained  field  engi- 
neers—when they 
choose  a  computer 
system.  We  provide 
support  where 
needed  and  when, 
especially  important 
to  companies  with 
plans  to  expand. 

Retailing  is  just  one  of 
the  fields  where  NCR  is 
a  leader.  We  also  develop 
systems  to  speed  transac- 
I  tions  and  to  facilitate 

r    management  decisions  in  the 
J        financial,  commercial,  indus- 
trial, healthcare,  and 
government  sectors. 

NCR  systems  are  up  to  meeting 
your  complete  data  processing 
requirements.  Because  data  proc- 
essing is  our  only  business. 


U.S.  port  inadequacies  can  he  a  blessing  if 
you  re  smart,  fast  and  Canadian,  as  this  en- 
trepreneur plans  to  prove ... 


By  Barbara  Ellis 


At  our  expense 


NATURE  ABHORS  A  BOTTLENE 
Miles  of  coal-ladcn  hopper  c 
<irc  idled  at  the  port  of  Baltim 
(l'()HHi-.\  I'ch  /6;,  waiting;  up  to  60  day;- 
load  U.S.  coal  onto  ships  hound  tor 
rope.  The  ships,  too,  must  wait — 17^ 
them  at  one  point — hecausc  of  in 
equate  U.S.  port  facilities.  It  is  a  sit 
tion  tailor-made  for  an  entrepren^ 
with  a  hright  idea. 

Enter  Frank  Narhy,  chairman  and  i 
jonty  stockholder  of  Eurocanadian  Sh 
holdings  Ltd.,  or  the  Cast  Group,  as 
trade  knows  it.*  Late  in  Deceml 
Narby's  Cast  paid  close  to  $.S  million 
St.  Lawrence  Stevedoring  Co.,  a  car 
handling  company  with  access  to  tht 
Lawrence  River  through  deep-w,i 
loailmg  terminals  in  Montreal  and  O 
bee  City.  Narby's  plan:  to  divert  up  t 
million  tons  annually  of  I'ennsylvai 
Ohio  and  West  Virginia  coal  northw 
to  Great  Lakes  ports  for  a  trip  on  I, 
steamers  to  his  modernized  St.  L. 
rence  terminals.  (He  plans  to  spend 
initial  $4  million  on  modernization  t 
year.)  There  the  coal  can  be  loaded  oi 
Narby's  ships  for  the  run  to  Europe 
Narby  is  successful,  St.  Lawrence  Ste 
donng  will  account  for  .SO'/o  of  the 
million  tons  of  U.S.  coal  that  Cast  e; 
mates  will  be  shipped  each  year  fri 
Quebec  by  1990. 

U.S.  shippers  were  rumored  to  h. 
their  eyes  on  St.  Lawrence  Stevedori 
too.  Hut  Narby  won  the  prize.  "Big 
companies  move  a  bit  slower  than  Cas 
explains  the  .S,Vyear-old  budding  sea  h 
"The  terminal  was  owned  by  people 
lated  to  the  Webster  family  [minor 
owners  of  Cast]  and  fortuitously  we  w 
given  the  opportunity  to  say  yes  or 
quickly.  A  number  of  people  would  )Ui 
at  that  terminal  company  today.  But 
were  there,  we  are  very  close  to  the  t 
mer  owners,  and  we're  Canadians." 

hi  typical  sea  lord  fashion,  Narb\ 
whose  business  grosses  $400  million  . 
nually  and  nets,  he  says,  "better  tl" 
10%  aftertax" — is  a  man  of  many  coi 
tries.  He  was  bom  in  Cairo  to  Egypt 
and  Anglo-Irish  parents,  is  now  a 
dian  citizen  whose  ships  fly  Britai 
Union  lack,  and  he  runs  his  grow 
m.intime  empire — soon  to  reach  ?>  n 
lion  deadweight  tons,  with  another 
million  under  charter — from  the  Sw 
village  of  Marly,  near  Fribourg. 

He  started  in  shipping  with  a  Grt 
company  in  Alexandria  until  the  fall 
King  Fan)uk  in  19.S2  led  him  to  move 
t'anada.  There  he  worked  i.S  years 
Federal  L'ommeree  ^\  Navigation  |owr 
by  another  Egyptian  family,  the  Path 
and  rubbed  shoulders  with  Canada's  ei 
noniic  elite — including  Ben  Webster,  s 


('l'(ii)iii(iii  iraiik'  \(i)l<v  ( ij  I  in  <  H  ,iii(i(lhi)i  S/t//>/>(  >/(/ii/i;s  lid 

He  was  in  the  right  place,  knew  the  right  people  and  is  Canadian. 


'y<>t  an  curoiiym.  ii  ii  hiiiL'iy  ,\(4ti>v):  li'g  ii  <L'-  in  ti  cos 
1969  irhi'ii  I.H'JnioKh-tl  his  ctmi/iiiny 
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RELAND 


Maximum  io°/«  tax 
on  profits  until 
the  2ist  century. 


REPUBUCOFREIAND 

The  most  profitable  industrial  location  in  Europe. 

D%  Maximum  tax  on  manufacturing  profits  until  the  year  2000  -  a  clear  indication  of  a  consistent  and  long  term 
overnment  attitude  to  industry. 

Irsldnd  Irish  government's  industrial  development  agency  has  offices  in  New  York,  Tel  (21 2)972-1000: 

DusriMi  u(  vnoi^Ni  AunicTi^     Chicago,  Houston,  Los  Angeles,  Cleveland,  San  Francisco,  Boston  and  Fort  Lauderdale. 

IS  announcomeni  is  published  by  IDA  Ireland,  200  Park  Avenue,  New  York  100 1 7,  which  is  registered  under  Ihe  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government  ol  Ireland 

IS  material  is  filed  with  the  Department  ol  Justice  where  Ihe  required  registration  statement  is  available  (or  public  inspection.  Registration  does  not  indicatp  approval  ot  the  contents  by  the  United  Stales  Government, 


"...while  an  insurance  policy 
is  a  legal  contract  that  ex- 
presses our  minimum  re- 
sponsibility, there  are  many 
occasions  when  equity  de- 
mands that  we  recognize  a 
moral  obligation  beyond  the 
strictly  legal  terms— and  this 
is  always  a  consideration  in 
our  settlements'.' 

HENDON  CHUBB 
(1874-1960) 

Our  insurance  policy. 


OMUBB 


Group  of  Insurance  Companies 

100  WilEam  Street,  New  York,  N.Y.  1003^ 


Chubb  is  prbud  to  play  a  part  in  bringing  youThe  Dick  Cavett  Show.  Watch  for  it  on  your  local  PBS  station. 


Canada's  wealthy  Webster  family, 
1  originally  made  its  money  in  coal, 
ow  has  interests  throughout  Cana- 
business.  Finding  his  progress  at 
al  Commerce  blocked  by  ambitious 
■  family  members,  Narby  quit  and 
1  two-year  sabbatical  to  study  com- 
s  and  line  up  his  own  backers.  In 

with  help  from  Ben  Webster  and 
1  equity  of  just  $485,000,  he  created 

The  company  is  currently  owned 
by  Narby's  family-held  Dolphm  In- 
lents,  21%  by  Webster's  Helix  In- 
tents and  18%  by  Canadian  Nation- 
Iways. 

its  first  decade.  Cast  was  strictly  a 
ihng  operation,  putting  other  peo- 
reight  together  with  other  people's 

But  by  1979  the  international 
r  market  was  so  depressed  that 
'  couldn't  pass  up  the  bargains:  In- 
ig  his  most  recent  orders,  Narby 
ought  23  ships  in  two  years.  At 
to  4.5  million  tons,  all  told,  his  fleet 
ranks  as  one  of  shippmg's  largest 
e  fleets,  though  well  behind  Y.K. 
18  million  and  C.Y.  Tung's  9  mil- 
eadweight-ton  flotillas, 
lo  all  that  in  12  years,  Narby  devel- 
i  talent  for  spotting  regulatory  loop- 

and  overlooked  opportunities. 
t  other  shipping  companies  offer 
customers  up  to  20  different  sizes 
itainer,  Narby  offers  them  2,  but  at 
er  rate.  Also,  Cast  container-carry- 


ing ships  ply  only  one  sea  route,  the 
Montreal- Antwerp  run;  while  bulk  car- 
goes too  are  carried  economically  in 
combination  ships  that  can  carry  wet 
and  dry  cargoes  simultaneously. 

Being  Canadian  helps,  too.  "Our  con- 
tainer business  is  a  house-to-house  ser- 
vice," says  Narby.  Cast  owns  a  128- 
truck/455-chassis  trucking  fleet,  which  it 


Thanks  to  continuing  "victo- 
ries" by  American  environmen- 
talists, Narby  should  have  his 
hands— and  ships— full,  help- 
ing move  U.S.  coal  to  Europe. 


aims  to  double,  on  both  sides  of  the  At- 
lantic. So,  a  Cast  truck  can  pick  up  con- 
tainer cargo  in  Frankfurt,  transfer  it  to  a 
Cast  ship  at  Antwerp,  transfer  it  again  to 
a  Cast  truck  at  Montreal,  and  deliver  the 
goods  to  the  customer's  warehouse  in 
New  York.  The  Federal  Maritime  Com- 
mission prohibits  such  horizontal  inte- 
gration for  U.S.  shippers.  But  Cast  oper- 
ates from  Canada,  which  has  no  such 
proscriptions.  "When  we  cross  the  [U. S.- 
Canada |  border,"  notes  Narby,  "we  come 
under  the  Interstate  Commerce  Com- 
mission, not  the  FMC." 

Narby  loses  some,  too.  In  1975  he  tried 
to  acquire  London-based  Fumess  Withy 
Ltd.,  which  had  around  5%  of  the  North 


Atlantic  container  trade.  A  successful  bid 
would  have  added  892,000  tons  to  Cast's 
fleet.  But  after  a  year  of  rancorous  dispute, 
Britain's  Monopolies  Commission  ruled 
that  the  merger  would  mean  a  reduction 
in  competitive  services.  Their  real  fear: 
the  dominance  of  a  foreign  based  and 
owned  company.  So,  three  years  later, 
Narby  finally  sold  his  shares  to  the  suc- 
cessful bidder  for  Fumess  Withy — Chi- 
nese sea  lord  C.Y.  Tung,  apparently  ac- 
ceptable because  his  base  is  Hong  Kong. 

"I  felt  we  learned  a  lot  from  the  experi- 
ence, and  I'm  certainly  not  bitter,"  says 
Narby  of  losing  out  on  Fumess  Withy. 

But  why  should  Frank  Narby  be  bitter? 
Thanks  to  continuing  "victories"  by 
American  environmentalists  against 
U.S.  port  expansions,  Narby  should  have 
his  hands — and  ships — full,  helping 
move  U.S.  coal  to  European  markets. 

Says  he:  "The  last  time  we  counted, 
there  were  12  million  tons  of  shipping 
sitting  waiting  in  Chesapeake  Bay — sev- 
eral times  the  fleet  that  invaded  France 
on  D  Day!  I  don't  think  it's  going  to  be 
easy  to  unwind  that.  Sure,  there  will  be 
some  growth  of  terminals,  but  you  need 
government  decisions  on  ecological  mat- 
ters, and  that  will  take  several  years." 

At  one  time,  perhaps,  it  would  have 
been  Yankee  ingenuity  finding  opportu- 
nity amid  red  tape.  These  days,  it's  a 
fellow  like  Narby  who  shows  us  it's  a 
competitive  world  out  there.  ■ 


SCUDDER 


HIGH  INTEREST 
WITH  NO  STRINGS 
ATTACHED. 


Scudder  Cash  Investment  Trust  is  a 
money  market  fund  providing  high  daily 

interest  without 
tying  up  your 
money  Com- 
pare these 
advantages: 

No  penalty 
for  withdrawing 
funds  whenever  you  wish.  Stable  price. 
No  commissions.  $1,000  minimum. 
Short-term  maturities.  Withdrawals  by 
telephone,  check  writing,  or  letter  Free 
exchange  to  other  Scudder  funds.  And 
Scudder  Cash  Investment  Trust  is  backed 
by  over  60  years  of  investment  counsel 
experience. 

Call  toll-free  800-343-2890.  In 
Mass.,  call  collect  (617)  482-3990. 


I  1 

SCUDDER.  STEVENS  8.  CLARK 
INVESTMENT  COUNSEL 

Scudder  Cash  Investment  Trust 
Scudder  Fund  Distributors  Dept.  #  Ml 
175  Federal  Street,  Boston,  MA  02110 

For  more  complete  information,  including 
management  fees  and  expenses,  please 
write  or  call  for  a  free  prospectus.  Read 
it  carefully  before  you  invest  or 
send  money. 

Name  


Address. 
City  


State. 


.Zip. 


SCUDDER  CASH 
INVESTMENT  TRUST 
A  MONEY 
MARKET  FUND 


Total  return 
isthename 


i 


COMPOUND  ANNUAL  TOTAL  RETURN 
ON  NORTHWEST  INDUSTRIES,  INC 
COMMON  STOCK 

RKET  APPRECIATION  PLUS  DIVIDENDS)  PERIODS  ENDING  DECEMBER  31, 1980 

I  YEARS  5  YEARS  3  YEARS  2  YEARS  1YEAR 
21.2%       25.3%       17.1%       26.6%  16.8% 

All  dividends  assumed  to  be  reinvested 

in  Northwest  Industries,  Inc.  Common  Stock 

on  the  dividend  record  date. 


Northwest  Industries,'"^ 

0  Northwest  Induslnt-'s,  Inc  1981 


Telling  a  government  agency  to  die  isn't  the 
same  as  making  it  happen.  Look  at  the  success 
of  the  inventive  holding  action  taken  by  the 
National  Consumer  Coop  Bank. 


Guerrilla 
iivarfare 


By  Beth  Brophy 


PRESIDENT  Reagan  and  budget 
czar  David  Stockman  want  to  dis- 
mantle entire  bureaucracies  in 
their  budget-cutting,  and  Congress  may 
agree  to  many  of  the  cuts.  But  that 
doesn't  mean  that  government  agencies 
are  ready  to  hand  in  their  checkbooks. 
Far  from  it.  Like  a  defeated  but  defiant 
army,  bureaucrats  are  taking  to  the  hills 
to  fight  for  their  programs. 

For  example,  take  the  Nation- 
al Consumer  Coop  Bank,  prob- 
ably one  of  Washington's 
newest  and  weakest  agencies.  It 
was  set  up  in  1978  to  lend  to 
small  cooperative  businesses 
but  didn't  start  spending  money 
until  last  year.  Reagan  wants 
Congress  to  eliminate  the  bank 
and  send  its  169  employees 
looking  for  other  work.  The  sav- 
ing. Administration  figures 
claim,  is  $730  million  by  1986— 
not  bad  for  an  institution  that 
few  have  ever  heard  of. 

What      Reagan  proposes. 
Stockman  disposes,  at  least  in  Wasbn 
theory.  A  few  weeks  ago,  the  Selling 


funding.  Will  that  doom  the  Coop  Bank? 
Maybe  not. 

Like  any  bank  it  can  live  off  its  interest. 
The  bank  appears  to  be  speeding  up  its, 
loan-making.  Only  $5  million  was  loaned 
out  in  fiscal  1980,  which  ended  Sept.  30, 
but  the  loans-approved  list  has  grown  to 
$84. 5  million.  The  bank  has  more  than 
$320  million  in  loan  applications.  It  has 
congressional  authority  to  lend  $  1 1 3  mil- 
lion this  year,  and  $36  million  is  already 


t;^t<»i  coop  (iisp/tiys  the  luDihs  S 1 1  niillio)i 
the  notes  could  blunt  Stoclcman's  ax. 


Office  of  Management  6<  Budget  ordered 
the  Coop  Bank  to  wmd  down.  But  did  it? 
Not  quite. 

The  bank  mobilized  its  congressional 
supporters,  including  the  influential  Rep- 
resentative Fernand  St,  Germain 
(D-R.I.!,  chairman  of  the  House  Banking 
Committee.  Off  went  a  letter  to  Rea- 
gan— signed  by  26  congressmen — attack- 
ing Stockman's  right  to  shut  down  the 
congressiotially  created  bank. 

The  result:  a  small  victory  for  the  hit- 
listed  agency.  Stockman  admitted  public- 
ly that  he  had  no  right  to  impound  the 
bank's  fimds  without  congressional  okay. 
'>ut  the  sacrosanct  prerogatives  of  Con- 
gress were  at  issue  there,  as  much  as  the 
bank's  right  to  exist.  There's  a  good 
chance  Congress  will,  in  the  end,  agree 
with  the  budget-cutters  and  terminate 


out  the  door.  Its  appropriation  for  next 
year,  now  under  debate,  is  $137  million. 

On  the  money  already  loaned  it  could 
earn  $8  million  to  $9  million  of  interest 
income  next  year.  Bank  officials  seem  to 
figure  they  can  hang  on  to  that,  keep 
staff  on  the  payroll  and  a  few  programs 
going  and  wait,  like  guerrillas  in  the  hills, 
for  better  days.  "I  wouldn't  say  the  bank 
is  ignoring  Stockman,"  said  one  Wash- 
ington lobbyist  slyly.  "I'd  say  it's  living 
up  to  its  fiduciary  responsibilities  to  its 
lendees  and  its  stockholders." 

The  principal  stockholder  at  the  mo- 
ment, of  course,  is  the  U.S.  Treasury.  But 
every  cooperative  that  gets  a  bank  loan 
must  buy  bank  stock,  and  become  a 
shareholder.  Theoretically,  the  bank 
could  become  a  self-supporting  institu- 
tion— precisely  what  many  bank  officials 


say  they  intend.  "It's  clear  we're  going 
become  self-sufficient.  We're  way  ahe 
of  schedule  in  terms  of  going  into  ti 
private  market,"  says  Mitch  Rofsky,  t 
Coop  Bank's  executive  vice  president. 

That's  not  all.  Most  of  the  banl 
loans — some  80% — are  in  coop  housir 
There's  suspicion  that  the  bank's  plan 
to  lend  Its  $137  million  as  quickly 
possible,  then  sell  off  the  mortgages 
the  secondary  market.  That  would  give 
more  money  to  lend  even  if  Congre 
cuts  off  new  funds. 

"Within  the  next  year  the  bank  cou 
sell  its  housing  loans  and  debentures  J 
somewhere  between  $25  million  and  $ 
million  in  the  private  market,"  sa 
Rofsky. 

Of  course  it  is  hard  to  tell  whether  tV 
is  the  plan.  Bank  President  Carol  Gree 
wald  isn't  answering  any  of  Forbi 
questions.  Bank  officials  refused  to  gi 
any  information  on  loans,  relenting  on 
after  pressure  from  the  bank's  boa 
members  and  congressional  staffers. 

Congress   could   revoke   the  ban! 
charter,  which  would  really  seem  to  k 
it.  But  eliminating  agencies  is  a  diffici 
task,  and  the  bank  may  have  enou; 
friends,  such  as  Representative  St.  Gt 
main,  to  keep  its  charter. 
The  bank  was  set  up,  with  support  fro 
Ralph  Nader,  to  lend  money 
coop  businesses.  It  tells  of  havii 
lent  $300,000  to  a  food  coop  ir 
poor  neighborhood  in  Oaklan 
Calif.  "Chase  Manhattan  wor^ 
finance  a  food  coop  in  the  midc 
of  a  slum,"  says  a  bank  official 
But  some  of  its  other  ear 
loans  don't  have  quite  the  san 
ring  of  helping  the  needy.  The 
are  loans  to  student  coops 
Berkeley,  Calif.,  an  $11  miUu 
loan    for    a  swimming-po( 
equipped  apartment  complex 
Washington,  D.C.  and  $800,01 
to  the  Greenbelt  Coop  in  Sa 
age,  Md,,  which  owns  a  chain 
fumiture  stores  in  the  Washin 

  ton  area, 

"The  champions  of  the  bill  said  it  w 
for  rural  areas  and  small  towns.  There  w 
very  little  talk  of  housing  coops  then 
says  Senator  William  Proxmire  (D-Wi:- 
wlio  used  to  chair  the  Senate  Bankii 
Cornmittee  and  never  liked  the  bank. 

Says  bank  defender  St.  Germain: 
isn't  costing  the  government  mont 
there's  no  subsidy.  It's  a  trifling  amou 
we're  talking  about  here,  a  pittance." 

"We've  heard  that  before,"  says  righ 
wing  Representative  John  Roussel 
|R-Calif.).  Will  the  Coop  Bank  be  able 
use  its  interest  income- — or,  even  bettt 
sell  Its  mortgage  paper — to  save  its  er 
ployees  and  stay  in  business?  Whatev 
the  answer,  if  the  tiny  Coop  Bank  can  de 
the  fabled  Stockman  ax,  what  hope  h 
Reagan  against  those  truly  powerf 
Washington  bureaucracies?  ■ 
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Therels 


a  f  list  time  for 
eveiything. 

When  you  buy  your 
first  business  computer  from  us,we 
woii't  tie  you  up  for  30  years. 

It's  an  exciting  time.  Your  first  computer  can  help  you  a  lot- with  things 
like  accounts  receivable,  accounts  payable,  cash  flow,  word  processing.  And 
we  don't  want  this  important  milestone  to  become  a  major  millstone. 

Meet  the  NEC  Astra.  It's  designed  and  built  from  the  ground 
up  to  be  a  company's  first  computer  It's  everything  a  company  needs,  to  do 
whatever  needs  to  be  done,  now  and  for  years  to  come.  As  your  company  grows, 
our  proven  applications  grow  with  you.  You  can  do  what  you've  got  to 
do  now,  and  things  you  never  dreamed  of  when  you're  ready.  _ 
Your  NEC  Astra  systems  dealer  can  tell  you 
everything  you  need  to  know.  You'll  get  answers     f^^flj^^^B^PHHBiir  / 
to  all  your  questions.  A  hands-on  demonstration.  I^^Z^^5t^^^^^^ 
Everything.  For  more  information  please  call:     ^^HIlKMk       "  Ifl 


800-526-5368 

IN  NEW  JERSEY  CALL,  201-797-7809 


ASTRA  BUSINES^m^ 
SYSTEMS.  IT'S  TIME/^ 

NEC 


NEC  Information  Systems,  Inc.,  Lexington,  Mass 
Nippon  Electric  Co.  Ltd.,  Tokyo,  Japan 


Forget  your  M.B.As.  Engineers  can  make 
$25,000  to  start  at  Fluor  because  ifs . . . 


The  growth 
engineer 


By  Nick  Galluccio 


Chairman  J.  Robert  FIik  »   -  :  .  ,  ,  ( oip 

"We  are  going  to  see  plenty  of  work  with  or  without  synfitel  projects. 


FLUOR  CORP.'S  STOCK  PRICE— 
wfll  as  that  of  other  cngineeri 
companies — has  bounced  ba 
from  the  dip  it  took  in  February  when  t 
Reagan  Admmistration  first  frowned  ■ 
synthetic  fuel  projects.  Chairman  J.  Rc 
ert  Fluor  is  not  surprised.  Nor  was  he  si 
prised  when  his  stock  quickly  rallied 
mid-March  after  it  dipped  on  news  th 
an  accounting  technicality  may  penali 
second-  or  third-quarter  earnings. 

He  knows  there's  a  lot  more  than  sy 
fuels  behind  his  company's  record  S 
billion  backlog.  Fluor  has  a  $600  milli' 
refinery  expansion  job  in  Venezuela, 
billion  worth  of  lobs  remodeling  U.S.  < 
refineries  so  they  can  process  heavi 
more  sulfurous  crude  oil,  and  a  $2.5  b 
lion  job  in  Saudi  Arabia  gathering  all  t 
now-wasted  natural  gas  into  pipelini 
Not  to  mention  the  recently  booked  $1 
billion  engineering  and  construct! 
work  on  Exxon's  Dutch  oil  refinery  pr 
ect.Only  12%  of  Fluor's  backlog  involv 
a  synfuel  project.  "We  are  going  to  s 
plenty  of  new  work  in  the  1980s  with 
without  synfuel  projects,"  says  Fluor,  !^ 
"Still,  the  rising  price  of  crude  oil  w 
spawn  major  synfuel  development  ev 
without  govemment  assistance." 

That's  future  business.  In  1980  Flu 
increased  revenues  36%,  to  $4.8  billic 
and  earnings  34%,  to  $132  million, 
$2.73  a  share.  Eight  years  ago  it  w 
taking  in  only  $413  million,  earning  k 
than  $8  million  and  had  an  order  backi 
of  around  $700  million. 

What  happened  was  that  the  worh 
lust  for  energy  exploded  the  demand 
engineers.  In  the  1970s  the  projects  car 
from  remote  foreign  lands — South  Af 
ca,  Indonesia,  Abu  Dhabi.  Those  jo 
allowed  the  engineering  and  constn. 
tion  companies  to  build  up  their  kno 
how,  personnel  and  cash  flows.  T 
1980s  promise  plenty  of  work  back  hor 
in  the  U.S.  and  in  Canada,  which  su 
the  U.S.  engineering  companies,  t 
world's  leaders,  just  fine. 

Privately  held  Bechtel  Group  of  S 
Francisco  still  leads  in  revenues — $' 
billion  last  year — and 
some  35,000  designers 
But  Fluor,  like  others. 
From  29,000  engineers  and  professior 
staff  today,  Fluor  plans  to  increase 
50,000  in  the  next  four  years. 

All  of  which  makes  this  a  happy  tir 
for  engineers.  At  Fluor,  chemical  a 
electrical  engineers  right  out  of  coUe 
can  eam  $25,000.  As  a  career  goal  th 
can  look  to  becoming  a  senior  projt 
manager  at  a  current  salary  of  $150,0 
plus  bonuses  and  stock  options.  In  adi 
tion  to  its  aggressive  university  recru 
ing,  Fluor  is  hiring  engineers  away  fro 
the  depressed  automobile  industry,  a: 
raiding  competitors.  Even  so,  Fluor 
limiting  the  amount  of  business  it  w 


in  personnel 
and  enginee 
IS  gaining  fa 
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because  of  personnel  constraints, 
are  getting  selective  in  the  projects 
/ant  to  take  on,"  says  Fluor's  Vice 
rman  David  S.  Tappan.  "On  bigger 
we  can  stretch  our  scarce  manage- 
:  and  get  more  revenue  per  man." 
^e  law,  accounting  or  management 
alting,  engineering  is  a  service  busi- 

The  payoff  is  in  how  effectively  a 

can  bill  the  hours  of  its  highly 
;d  people.  As  plant  and  machinery 
he  assets  of  industrial  companies, 
s  are  the  principal  assets  of  engi- 
ng  companies.  Capital  plant  is 
1,  cash  flow  large  and  there  is  little 

for  debt  financing — Fluor  has  $79 
on  debt  against  $552  million  equity, 
nd  growth  of  personnel  is  growth 
of  assets.  Fluor  has  announced  it 
»  will  spend  over  $125  million  ex- 
tng  facilities  to  double  its  payroll  by 
,  As  a  result.  Bob  Fluor  thinks  he  can 
le  revenues  before  1990.  Analysts 
.  They  project  25%  annual  revenue 
earnings  gains  for  the  company 
ighout  the  decade.  For  this  year's 
juarter,  Fluor's  earnings  are  up  26% . 
lat's  the  risk  in  the  business?  Delay. 
1  the  big  projects  are  slow  getting 
;d,  the  engineering  company  is  left 
ig  with  underutilized  but  expensive 
^e.  This  happened  to  Fluor  in  1977, 
I  it  was  awarded  the  $3  billion  Shell 
]o.  petrochemical  plant  in  Al  [ubail, 
i  Arabia.  However,  full  billing  of 
hours  didn't  start  until  1980.  Cou- 
with  lagging  business  in  the  U.S., 
lattened  Fluor's  earnings  from  engi- 
ng  during  those  three  years, 
t  Fluor  didn't  lay  off  engineers  or 
'  cut  back  operations.  Bob  Fluor 
lit  a  construction  company  in 
—South  Carolina's  Daniel  Intema- 
1 — and  its  earnings  kept  Fluor's  con- 
ited  results  climbing  until,  in  1980, 
/OTk  began  and  contracts  poured  in 
iC  engineers. 

a  way,  the  dry  period  recalled  the 
tit  that  led  to  Fluor's  success  during 
arly  1970s.  In  the  years  before  the 
oil  embargo  and  ensuing  energy  cri- 
;ngineering  was  in  the  doldrums. 

diversified  at  that  time  into  real 
;  and  flopped.  Later  it  took  $3  mil- 
in  writeoffs,  having  prematurely 
tit  two  offshore  construction  equip- 

outfits.  The  oil  companies  were 
ning  back  then  where  they  are 
ling  today. 

:  Fluor  was  right,  and  his  competi- 
-like  Parsons — wrong,  in  refusing  to 
payrolls.  He  kept  several  hundred  of 
)p  engineers  and  designers  working 
ypothetical  megaprojects,  waiting 
pportunity  to  come  around.  When 
rices  rocketed  in  1973  and  the  oil 
lanies  and  governments  were  ready 
end  for  energy  construction,  Fluor 
he  troops,  and  the  company's  ten- 
evenue  growth  began. 
;n  earlier,  Fluor's  decisions  were  on 
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the  money.  Around  1965  he  decreed  that 
Fluor  Corp.  would  take  only  cost-plus 
contracts  in  the  face  of  fixed-price  bid- 
ding by  U.S.  and  foreign  competitors. 
Fluor  knew  inflation  and  the  difficulty  of 
working  in  remote  areas  could  cause 
massive  cost  overruns  and  he  was  having 
none  of  it.  He  continued  to  get  the  work, 
while  smaller  competitors  like  J.F.  Prit- 
chard  Co.  and  Chemico  Construction 
suffered.  Fluor's  earnings  success  speaks 
for  Itself.  "A  lot  of  people  think  we 
charge  too  much  for  jobs,"  says  Fluor 
with  a  smile. 

The  grandson  of  founder  John  Simon 
Fluor,  a  Swiss  immigrant  carpenter.  Bob 
Fluor  is  not  himself  a  graduate  engineer. 
His  college  education  was  cut  short  by 
military  service.  Fluor's  unimposing 
physical  apearance  is  a  marked  contrast 
to  his  crystal-chandeliered,  oak-paneled 
boardroom  overlooking  the  company's 
105-acre  Irvine,  Calif,  headquarters  site. 
Fluor  comes  forward  briskly  to  meet  visi- 
tors, bow  tie  on  white  shirt,  blue  suit, 
acting  confident  and  friendly,  smoking  a 
Marlboro.  One  imagines  customers  are 
relieved  that  the  plain-speaking  man 
who  built  the  exquisite  boardroom 
seems  so  down  to  earth. 

Down  to  business  would  be  more  accu- 


rate. Fluor  runs  a  service  company.  He 
doesn't  think  of  Fluor  as  any  kind  of 
special  technology  company.  Where 
Combustion  Engineering's  Lummus  di- 
vision, Wheelabrator's  Kellogg  and  Stone 
&  Webster  all  have  proprietary  process 
technologies,  Fluor  licenses  whatever 
process  its  clients  want  to  use.  For  its  big 
South  African  job,  the  Sasol  III  coal  lique- 
faction project,  Fluor  used  West  German 
Lurgi's  process.  On  its  Venezuelan  refin- 
ery expansion,  Fluor  licensed  Exxon's 
Flexicoking  technology. 

An  engineer  who  left  Fluor  says  this 
doesn't  make  the  company  "a  creative 
place  to  work."  Fluor,  says  this  engineer, 
"dictates  procedure  for  its  engineers." 
Which  is  another  way  of  saying  that 
Fluor  marshals  engineers  to  do  the  job 
that  the  customer  is  paying  for.  Whether 
that's  creative  is  arguable,  but  that  it  is 
successful  is  not.  Fluor's  cash  hoard  is 
now  over  $200  million  and  the  chairman 
says  he  is  looking  for  an  energy-related 
acquisition.  But  otherwise  he  is  quite 
satisfied  that  the  Eighties  hold  great  op- 
portunities for  his  company — if  he  can 
only  hire  the  necessary  engineers.  At 
$25,000  straight  out  of  college,  one  has  to 
think  that's  not  the  most  difficult  prob- 
lem in  the  U.S.  economy,  fl 


The  Up-And-Comers 


Lloyd  Cotsen  of  Neutrogena  is  outsmarting 
the  mighty^  soapers  with  'medicar  packaging, 
fragrance  and  shrewd  distribution. 


"If  I  have 
the  doctor . . ." 


By  William  Harris 


Lloyd  Cotsen,  dressed  in  a  pink  shirt 
and  blue  ascot,  spins  around  his  ware- 
house floor  to  polka  music  provided  by  a 
two-piece  employee  combo.  While  an  or- 
ganist plays  and  a  drummer  sings,  Cot- 
sen steers  a  series  of  chunky  partners 
among  waist-high  stacks  of  Neutrogena 
cartons.  It's  a  surprise  birthday  party  for 
Cotsen,  president  of  the  skin-care  com- 
pany. After  cake,  many  of  Cotsen's  280 
employees  will  knock  off  early  for  their 
weekly  bowling  league. 


Things  aren't  always  so  laid  back  at 
Neutrogena's  headquarters,  a  mile  from 
runway's  end  at  Los  Angeles  Internation- 
al Airport.  But  generally  they're  not  far 
from  it,  proof  that  you  don't  have  to 
practice  Machiavellian  management  to 
turn  a  tidy  profit. 

Neutrogena  has  developed  a  sophisti- 
cated international  reputation  because  of 
Its  leading  product,  a  $1.75  bar  of  "me- 
dicinal" soap.  But  a  peek  behind  Neutro- 
gena's facade  shows  that  Cotsen's  oper- 
ation is  as  simple  as  the  Wizard  of  Oz'. 
There  are  two  mixing  vats,  a  small 
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production  area  and  a  CEO  who  23 
years  ago  climbed  "bare-assed"  into  a 
mixing  tank  to  clean  up  a  mess  he'd 
created  by  whipping  up  his  first  batch 
of  Neutrogena  way  too  fast.  "That's 
when  I  learned  to  use  round-edged  mix- 
ing blades,"  Cotsen  chuckles,  remem- 
bering the  unforgettable  feeling  of  back- 
ing into  a  set  of  sharp  ones. 

Neutrogena  folks  aren't  too  sure 
why  the  soap  sells,  other  than 
the  fact  that  those  amber-col- 
ored, transparent  bars  look  good,  smell 
nice  and  don't  hurt  the  face.  The  com- 
pany has  no  debt,  hasn't  sold  equity  in 
years  and  steadily  pays  a  50%  tax  rate 
while  sitting  on  $2.7  million  in  cash 
and  short-term  investments.  At  its  Feb- 
ruary annual  meeting,  attended  by 
some  30  diehards,  the  only  question 
was  advanced  by  Cotsen's  21 -year-old 
son,  who  asked  why  1980  earnings 
were  flat. 

True,  1980  wasn't  a  banner  year  at 
Neutrogena,  but  since  its  going  public  in 
1973,  sales  have  grown  339%,  to  $29 
million  and  eamings  jumped  190%,  to  $2 
million.  Return  on  equity  has  been  aver- 
aging 21%  over  the  last  five  years,  again 
with  no  debt.  Admittedly  Cotsen  isn't 
the  world's  greatest  numbers  man,  but 
he  does  have  style  and  good  instincts. 


lots  for  any  of  its  annual  meetings. 

Financially  unsophisticated,  Cotsen  is 
no  rube  when  it  comes  to  spotting  a 
market  niche.  Neutrogena  is  positioned 
somewhere  between  fancy  skin-care 
products  and  mundane  toiletries,  filling  a 
medicinal  gap  between  47-cent  Ivory  and 
$8.50-a-bar  Clinique.  It's  a  mild  soap 
product  for  people  wanting  healthy  skin 
and  willing  to  pay  a  premium  for  it.  By 
sticking  to  that  niche,  Cotsen  hasn't  had 
to  worry  about  big  companies  coming  in 
with  competitive  pricing.  Best  of  all,  he 
kept  marketing  costs  low  and  simulta- 
neously built  a  credible  image  by  piggy- 
backing on  two  institutions  consumers 
already  trusted:  the  medical  profession 
and  luxury  hotels. 

Big  cosmetics  firms — like  Este'e 
Lauder,  marketers  of  the  Clinique 
brand — typically  spend  20%  of  sales  on 
marketing,  designing  fashionable  ad 
campaigns  and  leasing  prime  locations 
within  department  stores.  They'll  use 
computers  to  help  find  a  fragrance  or 
color  with  the  widest  possible  appeal. 
That's  all  a  little  too  complicated — and 
expensive — for  Lloyd  Cotsen,  who  used 
his  own  nose  to  determine  what  Neutro- 
gena should  smell  like  and  didn't  even 
bother  to  think  about  its  color.  The  mix- 
ture just  tumed  out  amber.  Neutrogena  is 


President  IJoyii  (j)tsen  (_>[ Seulroiiefui 

"What  people  think  they're  getting  is  what's  important. 

which  can  you  take  you  a  long  way  in  the 
evanescent  skin-care  business.  Cotsen 
delights  in  trying  to  outpoint  rather  than 
overpower  the  competition. 

"Perhaps  I'm  not  the  best  manager," 
shrugs  the  handsome,  relaxed  Cotsen, 
"because  I'm  not  motivated  entirely  by 
profit."  Only  a  guy  holding  48%  of  the 
stock,  worth  some  $24  million,  can  af- 
ford to  make  a  statement  like  that.  Insid- 
ers control  another  21%  of  Neutrogena's 
shares,  so  Cotsen,  52,  needn't  worry 
about  offending  shareholders.  Neutro- 
gena didn't  even  bother  sending  out  bal- 


found  principally  in  drugstores,  backed 
by  an  advertising  strategy  (costing  about 
12%  of  sales)  aimed  at  "people  who  read 
the  book  reviews  and  not  the  comics," 
says  Cotsen. 

"It's  not  so  much  what  a  soap  does  as 
what  It  doesn't  do,"  explains  Cotsen 
from  an  office  festooned  with  valuable 
primitive  artifacts.  "We're  a  marketing 
company,  not  a  manufacturing  one. 
What  people  think  they're  getting  is 
what's  important.  With  skin,  half  the 
problems  are  here,"  he  says,  touching  his 
wrist,  "and  the  other  half  are  here,"  he 


adds,  pointing  to  his  temple.  "Peop 
who  have  a  skin  problem,  whether  re 
or  imagined,  will  pay  a  lot  to  get  rid  of 
Health  care  has  no  top  dolhir  value 
That  contention  was  supported  recent 
by  tests  at  Consumers  Union,  which  sa 
that  Neutrogena  isn't  radically  differei 
from  most  ordinary  soaps. 

Cotsen  built  Neutrogena's  aura 
medical  credibility  by  doing  the  ob\ 
ous — he  went  to  doctors,  particular 
dermatologists,  asking  them  to  use  li 
soap  at  their  own  washbasins  or  recoi 
mend  it  to  patients  with  skin  problem 
Not  a  new  or  even  scientific  approac 
but  one  much  in  keeping  with  Neutr 
gena's  operational  simplicity. 

Some  16  Neutrogena  salesmen,  out  nt 
total  sales  force  of  66,  do  nothing  h< 
drop  in  on  5,000  dermatologists.  Th 
doesn't  rack  up  sales  directly,  but 
works.  They  come  on  like  Mr.  Mensc 
kibitzing  about  the  practice,  the  doctoi 
family,  etc.,  and  always  leaving  a  healt) 
supply  of  samples  for  the  doctor  to  bar 
out.  Cotsen  banked  on  the  fact  that  Ne 
trogena,  looking  and  smelling  goo 
would  appeal  to  M.D.s.  "Most  peop! 
physicians  or  not,  open  the  package  ar 
smell  It,"  says  Cotsen.  "It  could  be  cy 
nide,  but  if  it  smells  good,  they're  intc 
ested."  Large  soapmaking  companies, 
course,  also  pay  house  calls  to  doctoi 
but  Cotsen  believes  Neutrogena's  rappo 
with  the  profession  is  grounded  m 
years  of  personal  contacts. 

Although   Cotsen   can't  measu 
how  much  such  visits  produce 
drugstore  sales,  he's  very  willii 
to  spend  the  $17  to  $30  it  costs  p 
visit — not  including  samples  left  b 
hind — and  let  doctors  do  his  marketin 
"The  biggies  like  Procter  &  Gamble 
Bristol-Myers  could  wipe  me  out  by  ou 
spending  on  the  tube,"  observes  Cotse 
"But  if  I  have  the  doctor,  there's  litt 
they  can  do  to  buy  his  recommendatio 
Yeah,  we  lose  money  on  a  straight  a 
counting  basis,  but  there's  a  carryover 
the  consumer  " 

Cotsen's  second  marketing  strategy 
equally  indirect,  somewhat  hackneye 
but  just  as  effective.  Mini  I -ounce  bars  ■ 
Neutrogena  sit  on  sinks  in  some  3f 
luxury  and  resort  hotels  across  the  U 
Sure,  all  kinds  of  soap  are  found  m  hotel 
but  Cotsen  insists  his  own  clinical  laK 
ing,  not  the  hotel  logo,  be  on  the  b. 
Cotsen  initially  placed  his  soap  in  resc 
areas  like  Las  Vegas,  Miami  and  Haw:i 
because  he  figures  it  is  the  busines 
man's  wife  who  buys  the  family  soa 
especially  the  expensive  kind.  Luxu: 
hotels  jumped  on  the  Neutrogena  ban' 
wagon,  happy  to  have  a  distinctive  pro' 
uct  in  their  upscale  johns. 

Until  February,  Cotsen  sold  bote 
those  minibars  for  around  10  cen 
apiece — what  it  costs  him  to  mal> 
them — but  now  he's  raised  the  price 
few  pennies,  and  no  one's  balking.  Co 
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If  you,  too,  demand  a  touch  of  class  and  you  make  the  insurance 
decisions  at  your  corporation,  contact  Frank  B.  Hall  &  Co.  We 
offer  quality  insurance  services  with  that  special  Frank  B.  Hall 
touch.  Let  5300  talented  professionals  in  188  global  offices  add 
their  class  to  your  corporate  protection  program.  ^ % 


Creative  insurance  services.  WeVe  got  what  it  takes. 


'Armco^s  strategic  plan 
for 1984  will  add  $900  million 
to  our  oilfield  business  assets. 
That  will  make  itArmco's 
biggest  business'/ 


Gerald  E.  Miller 
IS  general  manager 
of  corporate  strategy 
for  Armco. 


Back  in  1976  we  set  specific  goals  for  increasing  Armco  s  earnings  and  raising  our 
return  on  net  assets  from  what  were  disappointing  steel  industry  levels.  We  knew 
that  we  had  to  shift  major  portions  of  our  assets  to  our  strongest,  most  profitable 
investment  areas.  One  of  those  was  our  Oilfield  Equipment  and  Production  line  of 
business— which  is  situated  perfectly  to  serve  the  worldwide  quest  for  more  oil 
and  gas. 

In  1976  that  line  of  business  represented  just  10%  of  Armcos  net  assets,  in  1980 
it  had  climbed  to  18%  —  and  it's  still  going  up.  Armco's  strategic  plan  calls  for  Oilfield 
Equipment  and  Production  to  be  30%  of  net  assets  in  1984.  And  that  percentage 
target  will  be  part  of  a  lot  bigger  company  than  Armco  is  today.  At  the  end  of  1980, 
Armco  net  assets  were  $3  billion.  Goal  for  1984  is  $4.7  billion. 

That's  the  kind  of  planned  growth  that  has  made  Armco  America's  newest 
energy-oriented  company. 

For  more  information  contact  Dennis  Furey,  Investor  Relations,  Armco.  General 
Offices,  Middletown.  Ohio  45043. 


ARMCO 
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aesn't  want  to  make  money  direct- 
im  the  hotel  program  but  he  does 
hotels  to  pay  their  way. 
hhough  Lloyd  Cotsen  developed 
Neutrogena's  unique  marketing 
'  strategy,  he  didn't  invent  the 
Back  in  1957,  not  knowing  what  to 
th  either  his  Princeton  history  de- 
ir  his  Harvard  M.B.A.,  Cotsen  opted 
3rk  for  his  father-in-law's  Natone 
.  specialty  cosmetics  outfit.  At  that 
Cotsen's  father-in-law,  Emanuel 
■off,  was  importing  bars  of  Neutro- 
:rom  Belgium.  It  was  a  puny  part  of 
isiness,  supplying  less  than  10%  of 
sfatone's  $600,000  in  sales. 
:sen  was  handed  the  Neutrogena 
rhe  first  thing  he  did  was  convince 
slgian  manufacturer  to  sell  Natone 
nark  rights  to  manufacture  as  well 
irket  in  America.  (Today  the  com- 
has  marketing  and  manufacturing 
nark  rights  for  Asia,  South  Amer- 
id  parts  of  Europe.)  Cotsen  traveled 
ussels,  leamed  the  recipe  and  re- 
d  to  set  up  his  plant.  That  was  in 
the  year  he  took  off  his  clothes  and 
ed  into  the  mixing  vat. 
lay  Neutrogena  is  still  made  the 
way,  a  slow,  simple  process  Cotsen 
5  to  "making  a  complex  Jell-O." 
'ogena's  1 1  ingredients  are  mixed, 
d  and  then  poured  into  molds  and 
i,  unlike  most  soap,  which  is  quick- 
npressed  into  bars  without  the  long 


cooling  step.  "The  manufacturing  pro- 
cess doesn't  limit  our  growth  capabili- 
ty," says  Cotsen,  "but  we  can't  cut  costs 
much.  There  are  no  economies  of  scale 
in  larger  batches."  In  a  way,  that  imso- 
phisticated  production  technique  helps 
Cotsen  protect  his  market  niche.  "It's  a 
process  the  big  guys  wouldn't  go  near," 
Cotsen  beams.  "They're  not  about  to 
scale  down  their  operations." 

By  1963  Neutrogena  soap  was  Na- 
tone's  meal  ticket.  The  company 
changed  its  name  to  Neutrogena  Corp. 
(the  same  as  the  original  Belgian  one), 
reflecting  that  success.  A  decade  later 
founder  Stolaroff,  already  in  his  70s,  de- 
cided to  take  some  of  his  money  out  of 
the  business.  So,  what  was  a  family- 
owned  partnership  became  a  public  com- 
pany in  1973,  with  Stolaroff  selling  most 
of  his  Neutrogena  holdings,  including  a 
block  to  Noxell,  makers  of  Noxema — not 
much  to  Cotsen's  liking.  Noxell,  which 
owns  13%  of  Neutrogena  today,  wants  to 
get  its  mitts  on  the  rest  of  the  company, 
but  Cotsen  says  he's  not  selling.  Still, 
investors  seem  to  think  it  only  a  matter 
of  time  before  Neutrogena  is  swallowed 
up,  which  is  one  reason  the  stock  carries 
a  hefty  25  multiple. 

Cotsen  doesn't  pay  too  much  attention 
to  the  stock.  But  Cotsen's  high-powered 
board,  including  a  former  Max  Factor 
president,  Revco's  chief  executive  and  the 
chairman  of  Cetus,  the  genetic  engineers, 


has  urged  Cotsen  to  transform  Neutrogena 
into  a  more  widely  traded  company.  In 
response  he  has  been  raising  the  modest 
dividend,  and  in  February  split  the  stock, 
but  trading  hasn't  increased. 

Lloyd  Cotsen  isn't  resting  on  his  lau- 
rels. Though  tuming  out  Neutrogena 
isn't  a  bad  way  to  make  a  living — it  costs 
about  60  cents  to  make  a  bar  that  sells  for 
$1.05  wholesale — the  company  has 
moved  into  other  products.  Being  a  stu- 
dent of  history,  Cotsen  knows  that  prod- 
ucts, like  civilizations,  have  a  way  of 
dying  at  the  damndest  times.  Though 
gentle  Neutrogena  soap  will  remain  what 
Cotsen  calls  "our  panzer  tank,"  he 
doesn't  want  to  be  overdependent  on 
that  one  product,  currently  62%  of  sales. 

Today  Neutrogena  sells  shampoo, 
hand  cream  and  bath  oil  as  well.  But  as 
the  company  so  painfully  learned  last 
year,  blitzing  the  market  with  a  new 
product  can  be  backbreaking  for  a  small 
outfit  like  Neutrogena.  Neutrogena  spent 
millions  pushing  its  new  shampoo  into 
the  market.  That  didn't  work,  leveling 
1980  earnings  while  underscoring  the 
fact  that  Neutrogena  can't  market  as 
P&G  does.  In  the  debacle  Costen  brought 
on  three  new  hands,  one  a  much-needed 
financial  vice  president. 

Recently  Neutrogena  began  slip- 
ping into  pharmaceuticals,  lead- 
ing off  with  Vehicle/N,  an  alcohol- 
based  compounding  solution  used  in 
treating  acne.  Once  again  Cotsen  and 
Neutrogena  are  using  wit  and  wile  to 
outfox  the  competition.  "It's  like  whis- 
key and  soda,"  says  Cotsen,  referring  to 
the  antibiotic  (the  whiskey)  and  his  alco- 
hol solution  mixer  (the  soda).  "PikG 
came  out  the  same  time  we  did,  but  their 
product  was  premixed  with  a  selected 
antibiotic.  We  thought  doctors  resented 
being  told  what  antibiotic  they  had  to 
use,"  he  smiles.  "We  were  right."  Cotsen 
expects  pharmaceuticals  to  play  a  major 
role  in  Neutrogena's  growth,  which  he 
hopes  will  be  20%  to  25%  over  the  next 
five  years. 

Sitting  amid  his  eclectic  collection  of 
pre-Columbian  figures,  Eskimo  soap- 
stone  sculpture  and  Navaho  blankets, 
Cotsen  tums  introspective  for  a  moment. 
"I'm  not  looking  to  get  too  big,"  he  says. 
"Bigness  is  an  ego  thing.  Yet  I'm  also 
aware  of  my  responsibility  to  minority 
shareholders  and  know  we  must  grow  if 
the  people  here  are  to  remain  stimulated. 
But  I'm  not  interested  in  quick  returns. 
I'm  looking  to  be  noncompetitive,  to  be 
the  master  fisherman  in  small  ponds." 

Yes,  Cotsen  is  noncompetitive  in  a 
laiockdown,  drag-out  war  of  dollars.  And 
well  he  should  be,  facing  the  likes  of 
Procter  &.  Gamble  or  Bristol-Myers.  The 
race  doesn't  always  go  to  the  swift  or  the 
strong,  as  Damon  Runyon  once  observed, 
but  that's  the  way  to  bet  it.  True  enough, 
unless  the  race  is  to  the  dermatologist's 
office.  ■ 
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what  could  you  expect  from  1980  when  half 
your  business  depended  on  an  automaker,  a 
giant  retailer  and  a  durable-goods  manufac- 
turer? If  you're  Leaseway's  Bob  Burgin ... 


Tou  can't 
complain 


By  Jeff  Blyskal 


THREE  YEARS  AGO,  when  Robert 
Burgin  took  over  as  chief  execu- 
tive at  Leaseway  Transportation 
after  20  years  at  TRW,  he  was  no  doubt 
heartened  to  know  that  half  of 
Leaseway's  business  was  in  long-term 
trucking  contracts  with  Sears,  Whirlpool 
Corp.  and  General  Motors.  Then  last 
year  the  recession  finally  hit  and  strug- 
gling Sears'  merchandise  sales  faltered, 
Whirlpool's  unit  shipments  and  sales  fol- 
lowed suit  and  GM  became  a  disaster 
area.  You  can  imagine  the  gloom  at 
Leaseway  headquarters  in  Cleveland's 
Beachwood  suburb. 

But  you'd  be  wrong.  The  company's 
towering,  sure-footed,  56-year-old  chair- 
man is  smiling  today,  with  good  reason. 
Through  it  all  Leaseway's  1980  operating 
earnings  held  rock  steady  at  $43  million 


on  almost  $1  billion  in  revenues,  and  the 
company's  star  performer  was  its  auto- 
mobile hauling  subsidiary,  which  man- 
aged to  double  pretax  profits<-o/f/  margins 
on  plummeting  revenues. 

How  did  Leaseway  do  it?  Burgin  has  a 
lot  of  explanations.  There  was  a  two- 
year-old  cost-cutting  program.  There 
were  also  curtailments  in  capital  spend- 
ing, layoffs  and  redeployment  of  equip- 
ment. Deregulation  toward  year's  end 
helped  as  well. 

General  Motors  credits  Leaseway  with 
increased  productivity  and  efficiency,  as 
with  its  new  "double  bottom"  auto  carri- 
ers. In  a  double  bottom,  instead  of  haul- 
ing 9  cars  on  one  trailer,  a  Leaseway 
driver  now  pulls  twin  trailers  holding  18 
cars  over  interstate  highways.  When  the 
carrier  reaches  its  destination,  the  dou- 
ble bottom  is  broken  into  two  9-car  trail- 
ers that  can  negotiate  city  streets. 


Leasev  a\  C.hairnimi  Robert  Burgin 

High  hopes Jbr  the  road  ahead,  but  watching  the  reaniew  mirror. 


But  closer  examination  of  Leasewg 
recent  success  reveals  other  factors  t 
were  in  Burgin 's  comer — factors  t 
may  no  longer  be  pulling  with  him. 

Take  Leaseway's  $192  million  (sal 
Anchor  Motor  Freight  subsidiary,  wh. 
deals  with  GM  and  earned  $14.7  mill 
in  1980, /'.v.  $7.8  million  pretax  in  19 
"There's  nothing  magic  in  that,"  s. 
Bill  Hendrickson  of  GM's  logistics  d: 
sion.  "Anchor  serves  the  eastern  plai 
where  the  popular  small  cars  are  p 
duced."  For  example,  Tarrytown,  N 
which  makes  the  X  cars,  and  Wilmi 
ton,  Del.,  which  turns  out  Chevettes. 

This  year,  however,  GM's  large  Lou 
town,  Ohio  facility  has  been  cloi 
much  of  the  first  quarter  for  a  fo 
month  retooling — longer  than  usual-- 
that  it  can  turn  out  the  new  woi 
market  J  cars.  Another  GM  plant, 
Framingham,  Mass.,  will  also  likely 
down  this  summer.  "That  will  hav' 
big  impact  on  Anchor's  revenues,"  s. 
Burgin. 

Other  factors  will  also  be  work 
against  Anchor.  Part  of  its  1980  ga 
resulted  from  rate  increases  won  fr 
GM.  But  the  big  automaker,  which  \\. 
to  spread  equally  the  brunt  of  hard  tin 
among  its  many  carriers,  will  not  be 
willing  to  give  Anchor  as  many  rate 
creases  this  year.  Says  Earl  Wisem 
director  of  transportation  economics 
GM  logistics,  "Anchor  is  losing  a  con^ 
erable  amount  of  money  in  the  first  qi 
ter.  Their  rates  haven't  increased 
much  as  the  other  carriers'  beca 
they've  had  the  higher  volume.  N 
they're  absorbing  some  cost  increases 

Signal  Delivery  Service,  Leasew< 
$188  million-revenue  subsidiary  t 
serves  Sears  and  Whirlpool,  also  m 
aged  to  maintain  pretax  profits  of  $1 
million  last  year.  Signal  benefited  fi 
its  rate  structure.  Says  Alex.  Brown  a 
lyst  William  Legg,  "Signal  is  compen- 
ed  based  on  the  number  of  dispatcht 
makes  rather  than  on  a  mileage  wei 
formula."  That  means  while  Sears  hai. 
keep  sending  out  trucks,  those  tai 
may  have  been  only  partially  full.  So 
to  a  point,  Sears'  problems  have  had  hi 
impact  on  Signal's  revenues  or  proi 
Likewise,  when  the  economy  recovi 
It  won't  show  up  on  Signal's  bottom  1 
until  those  trucks  fill  up  again. 

But  while  Anchor  and  Signal  could  ] 
a  drag  on  earnings  growth  short  tci 
the  longer  term  holds  good  potential, 
pecially  with  deregulation. 

"Under  deregulation,"  says  Bun 
"we  can  now  go  anywhere  in  the  cour, 
without  geographic  restrictions."  Apj 
ently  realizing  deregulation  was  sure 
come  anyway,  the  Interstate  Comme 
Commission  in  early  1980  g. 
Leaseway  the  authority  to  serve  Seart 
48  states,  and  the  trucker  is  already  h 
dling  Sears'  Los  Angeles  operations  fr 
Chicago.  The  so-called  Rule  of  8,  wh 
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Who  provides  a  key  link 
in  the  success  of  the  B-52's  mission? 


rhe  largest  single  award  ever  rnade  to  a  company  in 
:he  simulation  business  went  to  Singer's  Link 


Division  for  B-52 
jainers  will  simu 


ons  systems  trainers.  These 
e  entire  mission  profile, 
luding  daytime  and  night 
g,  aerial  refueling,  threats 
and  countermeasures — 


even  damages  incurred. 
To  support  the  offensive 
ission,  Kearfott  provides 
rtial  guidance  systems 
the  SRAM  missile.  And  for 


er  programs,  HRB-Singer 
sets  for  detailed  post 


The  new 
Audi 4000 
5+5 

From  an  ancient  town  in  Bavaria 
comes  this  highly  advanced 
five-cylinder  sports  sedan. 


/e  in  Ingolstadt  have  inherited  a 

ition  of  German  craftsmanship  and 

ision,  which  we  have  applied  to 

production  of  some  of  the  world's 

>t  automobiles. 

mong  them,  the  5  +  5. 

■s  scientists  and  engineers,  it  is 

:rary  to  our  pride  and  dignity  to 

:ve  in  lucky  numbers. 

ut  then  there  is  the  number  5.  As 

+5. 

/e  must  affirm  that  there  is  nothing 
litous  about  the  design  of  this  ex- 
ional  sports  sedan,  although  we 
we've  hit  the  jackpot.  We  brought 
ther  a  winning  combination:  our 
Under  engine  and  our  5-speed 
lual  transmission, 
nd  we  gave  it  the  clean  styling  of 
4000. 

rhose  clean  lines  were  developed 
giant  wind  tunnel — one  of  the  few 
le  world  that  will  take  a  full-sized 
I 

bout  that  engine:  It  is  truly  revolu- 
ary.  Most  of  the  world's  engines 
i  an  even  number  of  cylinders.  We 
ie  the  unheard-of  odd  number  of 
because  it  gave  us  more  power  than 
jr  with  less  vibration.  It  has  fewer 
s  than  a  six,  which  helps  cut 


weight.  It's  quick-acting,  quiet, 
smooth-running. 

We  took  that  engine  and  put  it  in  the 
4000,  tilting  the  block  20  degrees  to 
lower  the  hood.  This  lets  the  driver  see 
the  road  better,  and  there  is  less  wind 
resistance. 

Our  5-speed  transmission  proved  a 
perfect  match  to  the  engine. 

Out  on  the  highway,  the  5+5  cruises 
along  easily  and  effortlessly  at  the  speed 
limit.  In  fifth',  it  takes  only  a  little  gas  to 
overcome  whatever  air  drag  hasn't 
been  taken  care  of  by  the  car's  sleek 
body. 

TTie  result  is  an  EPA  rating  of  [21_ 
estimated  miles  per  gallon  and  36  esti- 
mated highway.* 

Of  course  there  is  much  more  to  the 
mechanics  of  the  car. 

Fuel  injection  and  front-wheel  drive 
do  their  part.  For  gas  saving.  For  the 
pleasure  of  driving.  You  can  travel  nar- 
row, twisting  mountain  roads  with 
confidence  and  enjoyment.  Equally, 
enjoy  rock-steady  travel  through  flat 
country. 

The  interior  of  the  Audi  lives  up  to 
the  rest. 

Everything  is  simply  and  sensibly 
arranged.  You  sit  on  anatomically  de- 

Audi 


signed  seats  covered  with  handsome 
crushed  velour  which  is  comfortable  on 
the  hottest  and  coldest  days.  Behind 
the  wheel,  you  know  that  what  sur- 
rounds you  is  the  result  of  deep  and 
advanced  thinking. 

The  thought,  skill  and  care  applied 
to  every  detail  of  a  car,  as  well  as  to  its 
overall  design  concept,  is  an  integral 
part  of  Audi's  heritage  of  pride  in  work- 
manship handed  down  from  olden 
times  through  all  the  following 
generations. 

The  5+5  is  the  beneficiary  of  this 
heritage. 

If  you  want  a  powerful ,  beautiful  and 
roadworthy  car,  this  luxury  sports  se- 
dan is  available  at  $11,105.^ 

And  if  you  believe  in  lucky  numbers, 
5  could  be  yours. 

For  your  nearest  Porsche-Audi 
dealer,  call  toll-free:  800-447-4700.  In 
Illinois:  800-322-4400. 

*'Use  the  "estimated  mpg"  for  comparison.  Mpg 
varies  with  speed,  trip  length,  weather.  Actual 
highway  mpg  will  prohahly  be  less. 

^Suggested  retail  price,  POE.  Transportation,  lo- 
cal taxes  and  dealer  delivery  charges  additional. 

RORSCIHE^AUDI 

NOTHING  EVEN  COMES  CLOSE 


limited  Leaseway  and  others  to  only 
eight  large  customers  and  kept  salesmen 
from  pursuing  new  large  accounts,  is 
gone  too.  The  Motor  Carrier  Act  of  1980 
also  throws  out  the  energy-wasteful  lim- 
its on  backhauling.  Truckers  can  now 
haul  merchandise  on  their  return  trip. 

So  Burgin  is  gearing  up  for  an  acquisi- 
tion spree.  Built  on  some  185  subsidiar- 
ies, Leaseway  has  operated  like  185  "lit- 
tle Leaseways,"  he  explains.  Now  he  has 
reorganized  the  company  into  four  oper- 
ating divisions:  automotive  (including 
Anchor),  distribution  systems  (including 
Signal),  bulk  materials  and  vehicle  leas- 
ing. That  centralizes  control  and  pro- 
vides a  management  team  for  planned 
acquisitions  in  the  $100  million  to  $300 
million  revenue  range.  Here  Burgin  may 
have  a  problem.  He  does  have  plenty  of 
acquisition  experience  from  his  years  at 
TRW.  But  how  will  he  pay  for  those 
purchases?  Leaseway  has  $65  million  in 
negative  working  capital  and,  unlike 
debtless  Roadway  Express,  a  potential 
competitor  in  contract  carriage, 
Leaseway  is  burdened  with  $300  million 
in  debt— 60%  of  capital.  Burgin  brushes 
that  off.  "It's  not  real  debt,"  he  says,  "it's 
generally  secured.  If  the  customer  can- 
cels the  business,  he  owns  the  equip- 
ment." So  Burgin,  who  needs  $400  mil- 
lion for  1981  capital  spending,  debt  ser- 
vicing and  dividend  payments,  reckons 
he  can  take  Leaseway's  "A"  rating  to  the 
banks  for  at  least  $125  million  in  loans. 
The  remaining  $275  million  will  come 
from  operations,  sale  of  old  equipment, 
sale  of  up  to  $50  million  in  commercial 
paper  and  $75  million  in  five-year  notes. 

That  might  seem  to  be  a  highly  risky 
strategy  with  the  economy  in  its  current 
shape,  but  Burgin  has  high  hopes.  He 
expects  he'll  double  revenues  to  $2  bil- 
lion by  the  mid-Eighties — exclusive  of 
acquisitions — and  he  sees  a  good  chunk 
of  that  growth  coming  from  vehicle  leas- 
ing, which  he  thinks  could  be  a  $1  billion 
business  by  the  end  of  the  decade.  "We 
have  nationwide  experience  in  that  area, 
and  the  machinery  is  already  in  place," 
he  says.  But  the  competition  in  leasing  is 
intense  and  growing  more  so  daily.  So 
margins  are  being  squeezed.  Look  at 
such  lessors  as  $1.5  billion  Ryder,  whose 
earnings  dropped  13%  last  year. 

Burgin  is  also  counting  on  new  auto 
hauling  business  from  foreign  companies 
with  U.S.  plants  and  on  Leaseway's  com- 
plete corporate  distribution  systems,  its 
leading  area  of  expertise. 

If  the  road  ahead  looks  far  from  certain 
for  Leaseway,  Bob  Burgin  also  knows  he 
has  little  choice  but  to  highball  down 
that  road  and  trust  to  experience.  In  a 
suddenly  more  competitive  business  like 
his,  it's  as  Satchel  Paige  once  said: 
".Don't  look  back,  somebody  might  be 
gaining  on  you."  But  one  glance  in  the 
rearview  mirror  would  attest  that 
Leaseway  is  a  far  better  bet  than  most.  ■ 


Numbers  Game 


When  skyrocketing  interest  rates  tumet 
bracket  creep  into  bracket  gallop  for  life  in 
surance  companies,  the  industry  hid  in  loop 
holes.  Guess  who  found  them? 


Robbing  widows 
and  orphans? 


By  Newcomb  Stillwell 


SOMETIME  IN  THE  NOT  TOO  distant 
future,  huge  slugs  of  new  capital 
from  life  insurance  companies 
may  be  pouring  into  the  stock  and  tax- 
exempt  bond  markets.  How  come? 
Blame  it  on  a  man  named  Walter  Menge. 

The  story  begins  with  the  Life  Insur- 
ance Company  Income  Tax  Act  of  1959,  a 
law  so  Byzantine  it  makes  the  rest  of  the 
tax  code  read  like with  Dick  and  jane. 
It's  also  so  progressive  that  if  interest 
rates  continue  at  current  levels  for  the 
next  few  years,  a  lot  of  insurer's  marginal 
tax  rates  could  go  over  100%.  You  know, 
make  $1,  pay  Uncle  Sam  $1.03. 

That  could  be  ruinous.  Insurers  had 
been  able  to  defer  such  a  day  by  means  of 
huge  loopholes  in  the  rules  governing 
their  reinsurance  business.  That's  be- 
cause reinsurance  deals  can  in  effect  turn 
heavily  taxed  investment  income  into 
premium  income,  which  isn't  taxed  at 
such  high  rates.  In  October,  however,  the 
IRS  suspended  rulings  on  the  tax  conse- 
quences of  these  arrangements. 

Now  the  industry,  terrified  at  the  pros- 
pect of  actually  paying  taxes  at  those 
staggering  rates,  is  proposing  several  ma- 
jor changes  in  the  code,  and  is  willing  to 
give  up  almost  anything  to  get  them. 
Says  Linwood  Holton,  former  governor 
of  Virginia  and  counsel  to  the  American 
Council  of  Life  Insurance,  which  is  cur- 
rently at  work  on  a  bill  incorporating  the 
proposals,  "Can't  nobody  understand 
this  thing.  But  we  got  to  have  it." 

The  fact  is,  the  industry  has  known 
from  the  beginning  that  the  1959  act 
could  produce  giant  tax  bills,  which 
would  have  to  be  passed  on  to  the  cus- 
tomer. But  in  1959  no  one  imagined  that 
soaring  interest  rates  would  produce  the 
rates  of  return  that  trigger  the  one-two 
punch  of  rising  marginal  tax  rates  and 
declining  tax  value  of  key  deductions. 


Now  that  the  unthinkable  has  come 
pass,  the  industry  is  starting  to  mutt 
things  like  "less  insurance  for  wido\ 
and  orphans."  Says  Robert  G.  Maxo 
comptroller  at  Aetna,  "Congress  had 
specific  objective,  how  much  reven 
they  wanted  to  develop  from  the  1; 
industry  relative  to  other  industries.  1 
day  that  revenue  is  wildly  out  of  line,  ai 
the  tax  ultimately  gets  back  to  the  pric 
we  charge  our  customers." 

What  was  Congress'  intent?  Wilb 
Mills  wrote  the  1959  act  as  chairman 
the  House  Ways  &  Means  Committee, 
don't  know  that  we  had  any  particul 
philosophy,"  he  told  Forbes.  "It  was  ji 
that  we  wanted  to  make  the  insuran 
companies  pay  some  tax,  and  th 
weren't  paying  any."  Unfortunately,  t 
result  was  a  confusing  mishmash  wi 
some  major  inconsistencies. 

Here's  the  problem:  The  profits  frorr 
life  insurance  policy  aren't  known  un 
the  holder  kicks  the  bucket.  But  un 
that  happens  the  insurance  compan' 
stockholders  are  enjoying  the  laws 
compound  interest.  Also,  in  the  case 
mutual  life  insurance  companies,  the  p 
licyholders  wear  two  hats — as  customt 
and  as  stockholders — because  they  ov 
the  company.  That  makes  it  hard  to  t' 
the  difference  between  a  taxable  pro 
and  a  competitive  cut  in  prices.  How 
you  tax  businesses  like  that? 

Congress'  answer  was  to  provide  ham 
little  formulas.  One  takes  care  of  po; 
death  profits  by  calculating  "gains  fro 
operations."  The  other  keeps  tabs  ( 
profits  from  compound  interest.  It 
called  "taxable  investment  income."  T 
two  are  then  combined  and  the  result 
taxed  at  the  standard  46%  corporate  rat 

This  set  of  calculations  has  two  b 
flaws  and  a  number  of  little  ones.  T 
first  big  one  is  the  taxable  investme 
income  formula,  called  the  Menge  She 
after  our  friend  the  late  Walter  O.  Menf 
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Report  from  Number  OneWall  Street 


Where  in  the  world  can  you  get 
complete  international  banking  services, 
plus  close  personal  attention? 

At  Irving  Trust. 

"Were  banker  to  over  1,900  foreign  governments,  central  banks  and 
commercial  banks.  This  tells  you  something  about  the  quality  of  our  inter- 
national operations,"  says  Peter  Palmieri,  Executive  Vice  President, 
International  Banking  Group. 

"For  example,  we  pioneered  in  the  development  of  S.W.I. FT.  the  most 
efficient  method  of  international  interbank  communications.  And  we  were 
the  first  U.S.  bank  with  a  computer-to-computer  link  to  this  system.  We 
handle  billions  of  dollars  of  international  funds  transfers  daily.  And  weVe 
developed  a  communications  system  that  significantly  cuts  the  response 
time  required  to  provide  fast  and  accurate  answers  to  your  inquiries. 
"This  kind  of  banking  expertise  is  one  reason  many  of  the  world's  leading 
banks,  as  vv  ell  as  corporations,  do  business  with  us. 


"But  there's  another,  even  stronger  rea.son.  Our  people.  We  give  you 
resourceful,  motivated  specialists  who  will  make  sure  you  get  the  close, 
personal  attention  that  sets  Irving  Trust  apart." 


To  discuss  your  international  banking  needs,  write  to  Peter  C.  Palmieri, 
Irving  Trust  Company,  One  Wall  Street,  New  York,  NY  10015.  Or  call 
him  at  212/487-5787. 


Irving  IVust 

Un  ique.  World  w  ide. 


Prime  Computer,  Inc, 
and  Puerto  Rico. 
A  partnership  that  works. 


"Our  start-up  in  Puerto  Rico  beat  all  forecasts. 
And  we  were  profitable  very  quickly/' 

Kenneth  G.  Fisher  President  and  CEO.  Pnme  Computer  Inc. 


"Our  experience  in  Puerto 
Rico  has  been  very  favorable.  So 
much  so  that  we  can  do  much 
more  there  than  we  originally 
planned,  including  very  technical 
things.  And  that's  really  a  function 
of  the  quality  of  our  Puerto  Rican 
employees.  They  are  determined  to 
be  our  very  best  producer  In  fact, 
they'd  bet  on  it. 

"Everything's  been  positive  in 
the  sense  of  the  people.  They  're 
intelligent,  hard-working,  indus- 
trious, punctual.  They  have  a  great 
deal  of  pride  in  what  they're  doing. 
There's  no  quality  fall-off  in  Puerto 
Rico.  So  our  Puerto  Rico  plant  is 
one  of  the  lowest-cost,  most  efficient 
operations  in  our  whole  company. 

"In  just  one  year,  we've  made  a 
commitment  to  triple  the  work 
force.  We  have  a  number  of  new 


and  demanding  projects  for  Puerto 
Rico.  They'll  take  them  in  stride. 
So  the  issue  really  is  getting  the 
extra  floor  space.  And  the  Puerto 
Rican  government  will  help  us  get 
that— fast.  They  are  willing,  really 
willing  and  anxious  to  pitch  in. 

"Sure  you  get  the  tax  break. 
But  the  thing  a  CEO  really  wants  to 
know  is  did  he  get  the  deal  he  went 
for  In  Puerto  Rico,  we  got  the  deal 
we  went  for— and  then  some. 
Because  we  got  productive  people!' 


Compare  your  elective  tax  rate 
with  this  hypothetical  ptxjfit  model. 

Sales  SxOOOaW 

Production  Worker  Payroll  500 aVO 

Profit  Before  Tax  500  : 
Eligible  Incenti\  es 
A  5%  Production  Worker 

Payroll  Deduction  $    25a\  . 
B  Income  Tax  and  Property 
Tax  Exemption  at  Partial  Rates 

Pre-Ta\  Income  S  501.000 
Prtxiuction  Worker 

Payroll  Deduction  25.000 

Adjusted  Taxable  Income  $  475.0i.V 
ANNUAL  INCOME  TAX 
CALCULATION  BY  PERIOD* 


Years 

%  Tax  Exempt - 

Taxable  Income 
Taxable  Income 
Calculated  Tax 
Effective  Tax  Rate 


1-5 

90% 

10% 
$47,500 
512,475 
2.50% 


6-10 

75% 

25% 
118.750 

^6.438 
7.29% 


11-15 

65% 

35% 
166,250 
56.075 

n.22% 


16-20 

55% 

45% 
213,750 

76,163 
15.23% 


Primes  Puerto  Rico  plant  handles  every  phase  of 
memory  board  production. 


Ournllon  of  rax  exemfHion  depends  upon  geographical  :onc  in  which  ihe  firm  h. 
hccn  cstnblished  In  .^ddirion.  nole  that  the  U  S  Internal  Revenue  Code  Sect; 
lci>  vi.u  hnnc  current  rr.'tits  home  without  L'  ?  r,l,c^ 

©  NSO  PuffTO  Rico  L\>nomic  Dc^cl. ■pmeni  Administrjnon 


PuertoRico»US.A.^ 

The  ideal  second  home  for  American  business. 

For  more  information:  wnte  us  on  your  company  letterhead. 
Puerto  Rico  Industrial  Development,  Dept.  FR- 1  7  1290  Avenue  of  the  Americas,  New  York,  N.Y.  10102  .  Or  call  us  toll-free:  (800)  223-0699,  ext.  223. 


former  head  of  Lincoln  National 
,  legend  says,  suggested  it.  The  bulk 
/ery  life  company's  assets  is  desig- 
i  as  reserves,  the  amount  it  needs  to 
3t  (assuming  a  very  conservative  rate 
turn,  usually  about  3% )  in  order  to  be 
to  pay  off  policies.  If  a  company's 
stments  are  actually  earning  more 
that,  then  it  has  more  reserves  than 
eds.  Taxable  investment  income  is 
eturn  on  those  "extra"  reserves.  The 
3le  IS  that  it's  tough  to  calculate  ex- 
how  much  is  extra  without  a  com- 
r,  which  many  little  life  companies 
't  have  in  1959.  So  Menge  came  up 
a  crude  formula  that  approximates 
;'s  extra  by  reducing  "necessary  re- 
s'' one-tenth  for  each  percentage 
t  by  which  the  average  investment 
n  on  assets  exceeds  the  rate  as- 
:d  in  setting  up  the  reserves, 
.see  what  this  means,  consider  the 
of  Mythical  Mutual,  with  $1 10  mil- 
in  assets,  of  which  $100  million  are 
ves,  based  on  an  assumed  rate  of 
[f  Mythical's  assets  produce  an  aver- 
i%  rate  of  return,  the  law  using  the 
^e  Slide  reduces  its  necessary  re- 
s  for  tax  purposes  by  five-tenths,  to 
nillion;  extra  reserves  are  $50  mil- 
If,  however,  Mythical  should  get  its 
)f  retum  up  to  13%,  the  law  reduces 
isary  reserves  by  ten-tenths,  to  zero 
rs,  and  decrees  that  all  $100  million 
serves  are  extra. 

at's  plainly  absurd.  In  a  sense, 
§h,  it  is  the  inevitable  result  of  the 
in  which  Menge  structured  his  slide 
lematically.  As  any  schoolchild 
/s,  once  you  put  a  zero  in  an  cqua- 
everything  goes  crazy.  And  things 
vorse  when  Mythical's  taxable  in- 
nent  income  is  put  together  with 
from  operations  to  produce  a  tax- 
income  figure.  Mythical,  like  com- 
:s  representing  some  70%  of  the  in- 
ice  industry  tax  base,  is  in  a  situa- 
where  its  taxable  income  in  effect 
Is  taxable  inrestnienl  income  less  a 
lard  $250,000  from  special  deduc- 
.  At  about  7.5%  (the  current  indus- 
verage  retum  on  investments),  the 
ate  on  each  marginal  dollar  of  in- 
nent  income  passes  the  standard 
corporate  rate,  hitting  50%  at  an 
verage  investment  return.  At  a  13% 
)f  return  (when  that  zero  creeps  in) 
larginal  rate  becomes  103%.  Then 
%  the  marginal  laiQ falls  to  41%.  At 
;r  rates  it  falls  even  further, 
he  second  big  problem  is  those 
special  deductions.  Because  of  the 
weird  way  the  gains-from-oper- 
s  figure  is  put  together  with  taxable 
tment  income,  the  net  effect  for 
)anics  in  Mythical's  tax  situation  is 
lit  the  actual  deduction  from  taxable 
ne  to  $250,000.  This  is  a  killer  be- 
'  of  what  you're  deducting.  The  big- 
leduction  is  dividends  to  holders  of 
:ipating  policies.  There's  also  a  spe- 


Numbers  (jame 


cial  nonparticipating  policy  deduction. 

Back  to  Mythical.  Like  all  mutuals,  it 
sells  only  participating  policies.  As 
Mythical's  investment  retum  goes  up,  it 
has  more  money  to  give  its  policyholders 
in  dividends,  reducing  the  cost  of  their 
policies.  This  has  the  effect  of  increasing 
their  imputed  rate  of  return  on  the  sav- 
ings portion  of  their  policy.  In  other 
words,  instead  of  accumulating  capital  at 
3%,  the  policyholder  is  accumulating  it 
at  7%  or  10%  because  his  premium  pay- 
ments have  effectively  gone  down. 

But  as  Mythical's  investment  retum 
goes  up,  not  only  does  it  have  more  money 
to  give  out  in  policyholder  dividends,  it 
also  has  bigger  tax  bills.  And  because  the 
marginal  tax  rate  is  increasing,  the  size  of 
those  tax  bills  is  growing  faster  than  in- 
come to  use  for  dividends.  Meanwhile,  the 
effective  deduction  stays  at  only 
$250,000.  The  net  result  is  to  limit  the  rate 
of  capital  accumulation  Mythical  can  offer 
policyholders  to  under  9%,  which  doesn't 
look  so  great  when  money  market  funds 
yield  double  digits.  And  pretty  much  the 
same  thing  happens  to  the  rate  Mythical's 
competitors,  who  sell  nonparticipating 
policies,  can  offer  their  new  customers. 

All  of  this  spells  disaster  for  the  U.S. 
life  insurance  industry.  By  limiting  the 
capital  accumulation  rate  insurers  can 
offer  on  whole-life  policies,  the  law 
boosts  sales  of  term  insurance,  already 
rising  twice  as  fast  as  whole-life  sales. 
That  means  a  lot  of  widows  will  be  left 
without  life  insurance,  because  term  in- 
surance, while  cheap  for  young  people, 
can  cost  as  much  as  one-fourth  the  face 
amount  of  the  policy  per  year  for  people 
in  their  60s.  It  also  could  wreak  havoc  on 
the  distribution  system,  since  term's  ini- 
tially lower  premium  generally  means 
smaller  commissions  for  agents.  Finally, 
the  law  will  make  both  term  and  whole- 
life  policies  more  costly,  because  as  high- 
er marginal  tax  rates  cut  into  investment 
dollars  insurers  will  be  forced  to  turn  to 
premium  income  to  cover  costs. 

So  what's  the  industry's  answer?  First 
they  want  to  fix  the  Menge  problem  by 


using  a  sort  of  reverse  compounding.  In 
other  words,  if  Mythical  were  actually 
earning  87o,  necessary  reserves  would  be 
reduced  by  one-tenth,  to  $90  million, 
then  again  by  one-tenth,  to  $81  million, 
and  so  forth,  resulting  in  a  necessary 
feserves  figure  of  $53.1  nlillion,  rather 
than  $50  million  as  the  current  formula 
dictates.  Also,  downward  adjustment  of 
necessary  reserves  would  be  capped  at  a 
9.5%  earnings  rate  to  keep  away  from 
that  zero.  Marginal  rates  on  investment 
income  would  still  rise  with  increased 
returns,  but  not  so  progressively,  and 
with  the  top  marginal  rate  set  at  the 
standard  46%  corporate  rate.  Second,  the 
limitation  on  special  deductions  would  be 
increased  to  include  40%  of  whatever  is 
disallowed  by  the  limits  set  in  the  current 
law,  and  the  potential  deduction  for  non- 
participating  policies  would  be  doubled. 

But  the  third  provision  is  the  block- 
buster. It  would  allow  insurers  to 
pretend  for  tax  purposes  that  all 
their  municipal  bonds  and  preferred  and 
common  stocks  were  in  the  "extra"  re- 
serves pot,  rather  than  split  proportion- 
ately between  necessary  and  extra  re- 
serves, as  at  present.  Since  they  could 
then  deduct  fl//  their  tax-exempt  income, 
insurers  would  be  likely  to  buy  more 
stock  and  munis.  That  would  do  wonders 
for  the  Dow  industrials,  not  to  mention 
your  local  sewer  system. 

The  revenue  result,  according  to 
American  Council  of  Life  Insurance  esti- 
mates, would  be  a  life  industry  tax  bill  set 
at  the  same  percentage  of  total  corporate 
tax  revenues  as  in  1979  (before  everyone 
ran  for  the  reinsurance  loophole).  Tixes 
would  increase  as  profits  rise,  but  no 
faster  than  for  anyone  else.  And  the  rela- 
tive tax  burdens  of  different  insurance 
industry  segments  would  remain  largely 
unchanged.  Says  Dick  Minck,  vice  presi- 
dent of  government  relations  at  the 
ACLI,  "I  don't  think  it's  possible  to 
write  a  bill  that  will  make  everyone  hap- 
py. Somewhere  out  there  must  be  a  com- 
pany that  will  be  outraged." 

Congress  and  the  Treasury  haven't  for- 
mally received  the  proposals,  and  don't 
yet  have  revenue  estimates  of  their  own. 
When  they  do,  their  views  may  not  be  as 
favorable  as  the  ACLI's.  Says  one  Trea- 
sury Department  gnome  familiar  with 
the  proposals,  "Insurance  companies,  if 
you  could  produce  comparable  income 
figures,  probably  pay  less  tax  than  any 
other  financial  institution.  To  be  equita- 
ble, they  ought  to  pay  more,  since  the 
beneficiaries  of  a  life  policy  don't  pay  any 
taxes  on  it.  Ask  'em  about  that." 

That  may  be  a  valid  criticism,  but  find- 
ing that  comparable  dollar  of  profit  in  a 
life  company's  massive  cash  flew  is  real- 
ly impossible.  And  even  if  Congress 
should  want  to  squeeze  more  shekels 
from  insurance  companies,  the  current 
lav/  is  no  logical  way  to  do  it.  The  new 
proposals  make  a  lot  of  sense.  ■ 
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THE 

UNITED  STATES 
NEEDS 
A  MODERN 
TAX  SYSTEM  THAT 
WILL  ENCOURAGE 
INVESTMENT 
AND 

CREATE  JOBS"  ^ 


W.  Bruce  Thomas, 
Executive  Vice  President, 
Accounting  and  Finance, 
United  States  Steel 


1^ 


^«merican  industry  has 
Am.  become  less  compet- 
itive internationally  because 
of  our  outdated  tax  laws. 
We  must  compete  with  one 
hand  tied  behind  our  back, 
because  the  nation's  income 
tax  laws  do  not  recognize  the 
existence  of  inflation;  they 
penalize  investment  rather 
than  reward  it. 

"Most  of  us  are  now  pain- 
fully aware  of  the  impact  of 
inflation  on  prices— and  on 
interest  costs.  But  not  every- 
one is  as  fully  aware  that  our 
tax  laws  discourage  invest- 
ment in  new  industrial  plant 
and  equipment. 

"Present  United  States 
tax  laws  require  companies 
to  stretch  out  deductions  for 
their  plant  and  equipment 
expenditures  over  a  very 
long  period— twelve  years  in 
the  case  of  steel.  In  a  period 
of  substantial  inflation,  this 
long  capital  cost  recovery 
results  in  taxing  'phantom 
profits"  because  the  depreci- 
ation deductions  are  far  less 
than  the  real  cost  of  replac- 
ing the  facilities. 

"The  United  States  lags 
behind  other  major  indus- 
trial nations  in  the  speed 
with  which  capital  expendi- 
tures can  be  recovered. 
For  example,  in  Canada  the 
recovery  period  for  steel 
producing  facilities  is  about 
five  times  as  fast  as  in  the 
United  States. 


"As  a  result,  since  1960 
the  United  States  has  ranked 
dead  last  among  major 
industrial  nations  in  the  por- 
tion of  gross  national  prod- 
uct devoted  to  plant  and 
equipment  spending.  We've 
also  ranked  dead  last  in  the 
rate  of  improvement  in  out- 
put per  manhour.  As  a  result, 
not  enough  jobs  have  been 
created,  because  there  is  a 
direct  relationship  between 
spending  for  plant  and 
equipment  and  the  creation 
of  additional  jobs. 

"Reversing  these  alarm- 
ing trends  will  require  a 
change  in  the  nation's  tax 
laws  to  furnish  American 
industry  with  a  modern  tax 
depreciation  system  that  is 
competitive  with  the  laws  of 
other  major  industrial  nations. 

"The  need  for  this  reform 
in  our  tax  laws  is  critical-— 
and  urgent— if  our  country  is 
to  have  the  new  plant  and 
equipment  that  will  restore 
the  strength  of  America's 
industrial  base  and  provide 
the  growth  in  meaningful 
jobs  that  American  workers 
need  and  deserve. 

"Quite  clearly,  the  time 
to  act  is  now! 

"That's  the  way  we  see  it. 

"How  do  you  see  it?" 

United  States  Stfiel 

600  Grant  Street,  Pittsburgh,  PA  15230  /^^^^^^^^ 


the  board  arrives  and  your  report  doesnt, 
'  Facsimile  can  bring  you  out  of  hiding. 


When  documents  don't  arrive  when  you  need  them,  you  shouldn't  be  looking  for  a 
place  to  hide.  You  should  be  looking  for  a  better  solution  to  your  communications  problem. 

The  solution  is  3M's  9600  Facsimile  system.  SM  Facsimile  transmits  your 
message  over  ordinary  telephone  lines.  And  can  deliver  information 
to  anywhere  in  the  world  in  less  than  30  seconds. 

It's  like  feeding  an  original  into  a  copier  in  one  location,  and 
having  an  exact  duplicate  come  out  in  another  What's  more, 
you'll  know  immediately  when  the  message  has  been  received. 
Copies  are  clean  and  legible.  And  you  can  learn  to  operate  a  3M 
Facsimile  in  a  matter  of  minutes. 

Sales  and  service  are  available  around  the  world.  Call  3M 
today  at  800-328-1684  (igMinnesota,  call  800-792-1072).  And 
find  out  how  facsimile  can  bring  you  information  when  you  need 
it.  To  help  bring  you  out  of  hiding. 


Business  Products  Center 


3M  Hears  You... 


3M 
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a  strange  way,  playing  hide-and-seek  with 
Nazis  seems  to  have  helped  Albert  Wojni- 
^er  predict  rising  interest  rates. 

Blame  the 
larbarians,  not  the 
bankers 


By  Allan  Sloan 

NOTE  OF  SELF-DEPRECATION  is  evi- 
dent the  minute  you  walk  into  the 
office  of  Albert  Wojnilower,  First 
n  Corp.'s  chief  economist.  First 
n,  an  old-line  Wall  Street  invest- 
banking  house,  is  a  place  where 
run  to  neat  offices  with  pictures  of 
on  the  wall.  Wojnilower,  51,  is 
balding  and  grandfatherly.  His  of- 
5  strewn  with  paper,  and  features 
Boston's  only  abstract  art:  three 
sical  Klee  prints  and  a  Mondrian. 
;pare  for  a  visit  from  Forbes,  Wojni- 
has  plucked  his  crystal  ball  from 


amid  the  rubble,  and  has  even  had  it 
dusted  for  the  first  time  since  1973. 

"I  play  something  of  a  court  jester  role 
here,"  Wojnilower  says,  with  his  pro- 
nounced European  accent.  "The  court 
jester  was  allowed  to  tell  the  king  the 
unpleasant  truth,  and  sometimes  he  lost 
his  head  and  sometimes  he  didn't.  Any- 
one else  who  told  the  truth  would  lose 
his  head  for  sure." 

Wojnilower  has  kept  his  head  at  First 
Boston  for  17  years,  because  the  mon- 
archs  he  has  worked  for  value  his  advice. 
His  most  important  job,  which  is  no 
jesting  matter,  is  to  predict  interest 
rates.  That's  crucial  to  First  Boston,  an 


underwriting  company  that  makes  a  lot 
of  its  money  trading  bonds. 

A  good  prediction — like  Wojnilower's 
call  in  late  1979  that  interest  rates  would 
soar — can  be  worth  millions  to  First  Bos- 
ton, which  shorted  massive  amounts  of 
bonds  and  did  extremely  well.  Not  calling 
a  turn — Wojnilower  missed  last  spring's 
break  in  short-term  rates — isn't  quite  so 
wonderful.  "The  fact  that  I  was  a  couple 
of  weeks  late  was  the  worst  mess  I've 
been  in  since  I've  been  here,"  he  says. 

Despite  the  occasional  misses,  Wojni- 
lower has  developed  a  reputation  as  one 
of  Wall  Street's  best  economists.  People 
who  know  consider  him  to  be  on  a  par 
with  his  highly  publicized  friend,  rival 
and  former  subordinate,  Henry  Kaufman 
of  Salomon  Brothers,  who  briefly  worked 
for  Wojnilower  at  the  Federal  Reserve 
Bank  of  New  York  in  the  early  1960s. 
Unlike  Wojnilower,  who  is  uncomfort- 
able speaking  to  people  he  doesn't  know 
and  who  usually  won't  return  reporters' 
calls  for  at  least  a  day  lest  he  get  trapped 
into  uttering  "instant  analysis,"  Kauf- 
man returns  news  media  calls  promptly, 
and  is  eminently  quotable. 

"He's  my  friend,  and  a  very  outstand- 
ing economist,"  says  Kaufman.  Wojni- 
lower says  the  same  of  Kaufman. 

For  the  past  several  years  both  men 
have  accurately  predicted  that  credit 
markets  were  headed  for  chaos  and  infla- 
tion was  getting  out  of  control.  "Wojni- 
lower is  as  good  as  Kaufman  on  interest 
rates,  but  not  as  well  publicized,"  says 
Fred  Schroeder,  a  senior  vice  president  at 
Detroit's  First  of  Michigan  Corp.  and  a 
Wojnilower  follower  for  years. 

One  reason  Wojnilower  and  Kaufman, 
both  refugees  from  Nazi  Europe,  do  so 
well  is  that  they  see  economics  as  the 
result  of  global  events  rather  than  a  series 
of  calculations  measuring  exotica. 

"My  technique,"  Wojnilower  says,  "is 
to  operate  with  a  wide-angle  lens." 

Wojnilower  sees  the  world  not  in 
terms  of  statistics  but  as  a  struggle  be- 
tween free  men  (the  U.S.  and  other  coun- 
tries that  respect  individual  freedom)  and 
barbarians  (Russia,  most  of  OPEC,  and 
other  dictatorships).  "The  barbarians  are 
always  at  the  gates,  trying  to  take  what's 
yours,"  he  says.  "I  take  the  view  that  the 
essential  U.S.  problems  are  rooted  in  the 
loss  of  influence  abroad.  The  inflation  is 
not  the  disease.  The  disease  is  our  inter- 
national weakness.  The  inflation  is  only 
the  fever." 

Wojnilower  is  no  hawk — he  was  a 
dove  on  Vietnam  and  publishes  at  the 
liberal  Brookings  Institution  instead  of 
the  conservative  American  Enterprise 
Institute — but  he  traces  our  problems  to 
our  weakness  relative  to  Russia  and 
OPEC.  The  oil  exporters  sit  at  our  eco- 
nomic jugular  like  a  vampiie  bat.  When 


'}st(j)i  s  Albert  \\<jj)iil( III  CI 

tsaential  V.S.  problems  are  rooted  in  loss  of  influence  abroad." 
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CONTINENTAL  TELEPHONE 
DOING  WAY  OUT  HERE? 


Continental  Telephone 
Corporation  has  a  mission 
in  space.  Just  as  it  does  in 
Manassas,  Virginia.  And  in 
Freeport,  Illinois.  And  in 
2,000  other  down-to-earth 
communities. 

American  Satellite 
Company,  our  joint  venture 
parmership  with  Fairchild 
Industries,  makes  high  speed 
voice,  data  and  image  trans- 
mission an  integral  part  of 
our  business.  It  is  an  impor- 
tant part  of  our  becoming  a 
dynamic  force  in  providing 
integrated  telecommunica- 
tions services. 

Another  important  link  is 
Executone,  Inc.,  a  subsidiary 
of  Continental.  Executone 
provides  terminal  equip- 
ment, including  intercom, 
paging  and  PABX  systems 
for  businesses,  hospitals  and 
other  institutions.  And  cable 
TV  is  provided  in  selected 
markets  through  Omni 
Communications . 

Network  Analysis 
Corporation,  another  sub- 
sidiary of  Continental,  ties  it 
all  together  It  gives  us  the 
advanced  .know-how  to 
integrate  voice  and  data  net- 
works to  meet  customers' 
needs  in  the  rapidly  chang- 
ing world  of  telecommuni- 
cations. Which  brings  us  full 
circle.  From  Eardi  to  the 
heavens  and  back. 

We  have  never  lost  sight 
of  our  primary  goals  as  a 
phone  company.  But  we 
hear  the  future  calling. 

Continental  Teleptione 
Corporation 


economy  revives  a  bit,  OPEC  weak- 
it  again  by  sucking  a  little  more 
id.  Our  fear  of  Russia's  military 
igth  allows  other  countries  to  take 
intage  of  us. 

ojnilower  was  one  of  the  few  econo- 
:s  who  predicted  that  interest  rates 
d  rise  to  unprecedented  levels  with- 
shutting  down  the  economy,  because 
salized  that  floating  rates  allow  peo- 
0  live  with  a  20%  prime, 
nee,  he  says,  high  short-term  rates 
:  money  out  of  banks,  because  banks 
dn't  match  the  yields  available  else- 
re.  As  the  money  left,  banks  closed 
loan  window  and  shut  the  economy 
n.  Now,  he  says,  banks  can  pay  un- 
ted  rates  for  "jumbo"  certificates  of 
)sit  of  $100,000  and  up,  and  no  longer 
out  of  money  to  lend.  As  long  as  the 
cs  can  find  creditworthy  borrowers 
ing  to  pay  the  banks'  cost  of  funds 
a  markup,  they  can  keep  lending 
rdless  of  the  rates. 

le  only  way  this  pattern  will  be 
;en,  he  says,  is  with  a  massive  credit 
ich  or  with  credit  controls  that  limit 
ranks'  ability  to  lend.  "Advocating  a 
it  crunch  is  like  advocating  an  ampu- 
)n,"  he  says.  That  leaves  controls, 
:h  he  feels  are  a  legitimate  form  of 
:mment  tampering  with  the  market- 
e.  Woinilower  cites  with  favor  the 
)  law  establishing  automobile  fuel- 
;age  standards  that  forced  car  makers 
lild  high-mileage  vehicles  before  cus- 
ers  wanted  to  buy  them.  "That  saved 
/vo  or  three  years,"  he  says. 
?  has  little  patience  for  the  supply- 
theories  of  people  like  Arthur  Laffer, 

preach  that  swollen  government  is 
le  root  of  our  economic  problems. 

Wojnilower  flatly:  "Followers  of 
;r  believe  the  fault  is  in  ourselves, 

if  we  destroy  the  government,  the 
ket  will  make  everything  okay, 
t's  nonsense." 

le  root  of  the  problem,  Wojnilower 
ises,  is  the  barbarians.  Other 
;s — like  big  government  deficits — 
:  played  a  role,  but  the  barbarians  are 
nain  cause. 

rbarism  is  something  Wojnilower  is 
liar  with,  having  narrowly  escaped 
If  Hitler's  particular  brand.  Just  he- 
he  was  born,  his  family,  fearing  the 
iians,  left  Poland  for  Austria.  Hitler's 
■Semitism  forced  them  to  flee  Aus- 
in  1939. 

was  on  board  a  Dutch  ship  bound 
he  U.S.  that  the  nine-year-old  Woj- 
wer  took  his  first  English  lessons, 
decided  to  Anglicize  his  name  a  bit. 
family  agreed  to  call  itself  wojE-m- 
',  rather  than  the  German  voY-tii- 
'.  After  marrying  Sue  Freudenfels, 
lilower  approached  his  mother 
It  changing  the  family  name  to 
sthing  a  little  shorter.  "Wait  until 
dead,"  she  said.  She's  still  alive,  and 
lilower  and   his   four   sons  have 


learned  to  live  with  the  name. 

Wojnilower  and  his  parents  first  lived 
in  the  depressed  Bedford-Stuyvesant  sec- 
tion of  Brooklyn.  His  father,  a  lawyer  in 
Vienna,  eked  out  a  living  selling  insur- 
ance door-to-door.  Young  Albert,  a  ge- 
nius in  school  but  a  klutz  on  the  play- 
ground, made  himself  indispensable  by 
mediating  disputes  among  his  larger, 
tougher  playmates.  It's  a  point  of  pride, 
he  says,  that  he  was  never  beaten  up 
even  though  "many  of  them  went  to 
Catholic  school  and  were  taught  that  I 
killed  Christ." 

After  two  years  in  Bed-Stuy  the  family 
moved  to  Manhattan.  Wojnilower  fin- 
ished first  in  his  class  in  elite  Stuyvesant 
High  School,  and  was  graduated  first  in 
his  class  from  Columbia  College,  getting 
a  bachelor's  and  master's  degree  in  1951 . 

Like  some  other  young  fugitives  frorn 
Nazism — Salomon's  Kaufman  and  Data 
Resources'  Otto  Eckstein  come  to 
mind — Wojnilower  became  an  econo- 
mist because  he  wasn't  good  enough  at 
numbers  to  become  a  statistician. 

After  graduating  from  Columbia,  Woj- 
nilower was  lucky  enough  to  land  a  job  at 
the  New  York  Fed's  European  desk  be- 
cause he  could  speak  and  write  German 
("I  was  the  envy  of  my  friends — $73  a 
week  in  1951!").  He  moved  to  Citibank 
in  1963  and  First  Boston  in  1964. 

Although  never  a  household  word,  in 


recent  years  Wojnilower  has  emerged 
somewhat  from  his  self-imposed  obscur- 
ity, because  First  Boston  has  begun  dis- 
creetly boasting  of  his  fine  work  in  pre- 
dicting the  financial  markets. 

What  next?  we  asked  him.  Wojnilower 
now  predicts  extremely  high  short-term 
rates,  but  finds  himself  reasonably  opti- 
mistic about  the  long  term.  The  U.S.' 
impending  military  buildup  will  improve 
our  position  relative  to  Russia,  he  says. 
Eventually  the  buildup  will  taper  off,  free- 
ing resources.  At  the  same  time  we'll 
become  less  dependent  on  OPEC,  because 
our  oil  usage  is  beginning  to  drop.  That  will 
free  resources  too.  "In  the  larger  sense,"  he 
says,  "I'm  more  optimistic  now  than  I've 
been  since  the  early  1970s." 

But  economic  predictions,  to  Wojni- 
lower, are  a  means  not  an  end.  After  all, 
anyone  whimsical  enough  to  call  a  Mon- 
drian  print  of  intersecting  lines  "The 
Flow  of  Funds"  or  a  mass  of  Klee  fish  and 
hooks  "The  Stock  Market"  isn't  the  type 
of  man  to  slash  his  wrists  if  he  guesses 
wrong  on  the  1982  GNP  deflator. 

The  real  value  of  his  predictions,  Woj- 
nilower says,  is  that  they  introduce  peo- 
ple to  his  concept  of  the  barbarians  at  the 
gate.  "People  have  to  be  made  aware  of 
that,"  he  says. 

"What  I  want,"  Wojnilower  says,  "is 
for  my  kids  to  have  a  good  life."  In  a 
world  where  barbarism  is  in  retreat.  ■ 


Zapata  is  selling  assets  like  a  company  in 
liquidation,  and  more  will  be  sold  Whafs 
going  on?  Revitalization,  says  its  laivyer  CEO. 


Zapata  returns 


Qy  Tedd  A.  Cohen 


IN  THE  LAST  TWO  MONTHS  Zapata 
Corp.,  the  Houston-based,  $637  mil- 
lion (revenues)  offshore  oil  services 
company,  has  sold  its  tuna  fishing  busi- 
ness for  $12  million,  sold  its  construc- 
tion operations  in  Texas  and  Califomia 
for  $20  million  and  sold  four  oil  tankers 
for  $90  million.  Chairman  and  CEO  B. 
John  Mackin  is  accepting  offers  for  Zapa- 
ta's coal  business  but,  though  26  poten- 
tial buyers  have  come  calling,  he's  hold- 
ing out  for  his  price — reputed  to  be  no 
less  than  $122  million. 


Is  Zapata  liquidating  or  deconglomerat- 
ing?  It's  revitalizing,  says  Mackin,  who 
explains  that  the  asset  sales,  coming  in  a 
bunch,  only  seem  to  be  in  a  headlong  rush. 
Actually  they  have  been  planned  for  two 
years,  or  since  Mackin,  63,  a  prominent 
Houston  attorney,  and  Ronald  C.  Las- 
siter,  48,  president  and  chief  operating 
officer,  took  Zapata's  helm.  They  decided 
then  that  the  company  needed  to  retum 
to  its  roots  in  the  oil-  and  gas-related  busi- 
nesses where  it  first  succeeded  under 
founders  J.  Hugh  Liedtke,  now  chairman 
of  Pennzoil,  and  George  Bush,  now  Vice 
President  of  the  U.S. 
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By  1966,  the  founders  had  sold  out.  It 
was  in  the  ensuing  six  years  that  the 
company  conglomerated,  adding  fishing, 
shipping,  coal,  construction,  marine  ser- 
vices and  a  copper  mine — sold  by 
Mackin  late  in  1979 — to  its  base  of  off- 
shore drill  rig  contracting.  In  February 
1979  Zapata  was  near  to  chaos.  Its  chair- 
man, William  H.  Flynn,  had  departed  at 
the  request  of  directors — led  by  Mackin, 
who  became  chairman  of  the  executive 
committee.  The  company  was  in  a  seri- 
ous slump,  having  eamed  a  retum  of  less 
than  1%  on  its  $1  billion  assets  in  the 
two  previous  fiscal  years  combined.  And 
a  pair  of  irate  shareholders  were  bringing 
stockholder  suits,  trying  to  take  over 
company  management. 

So  Lassiter  set  out  to  whip  the  busi- 
nesses into  line  and  handle  the  severe 
morale  problems.  Mackin,  a  senior  part- 
ner in  the  law  firm  of  Baker  &  Botts, 
agreed  to  formally  take  over  the  chief 
executive's  role.  He  had  worked  with  a 
number  of  executives  in  his  33  years  as  a 
corporate  lawyer,  notably  the  innovative 
founder  of  Tenneco,  Gardiner  Symonds. 
He  didn't  think  the  job  would  be 
"strange,"  he  says  today. 

First  he  stood  off  the  stockholders  at 
an  annual  meeting  in  the  spring  of  1979 
and  then  he  got  to  thinking.  "The  first 
thing  I  did  was  decide  what  Zapata^s 
future  would  be,"  says  Mackin,  puffing 
his  ever-present  pipe.  "I  looked  to  see 
what  our  core  businesses  were.  There 
was  offshore  drilling  and  marine  ser- 
vices. We're  not  a  factor  in  oil  and  gas 
right  now  but  we  feel  we  know  that 
business  and  I  expect  us  to  be  a  factor  in 
it  one  day.  That's  where  we  decided  to 
concentrate." 

The  timing  was  good.  In  1979  offshore 


drilling  recovered  from  a  downturn  and 
Zapata  benefited  immediately.  The 
boom  stimulated  rates  for  some  of  the 
company's  costly  semisubmersible  rigs 
that  were  working  at  breakeven  rates, 
and  earnings  recovered  in  fiscal  1979  to 
$21.5  million  on  revenues  of  $524  mil- 
lion. In  fiscal  1980,  ended  Sept.  30,  the 
progress  continued  with  a  vengeance: 
Zapata  earnings  rose  103%  to  $44  mil- 
lion, or  $2.09  a  share,  on  a  21%  gain  in 
revenues  to  $637  million.  Retum  on  eq- 
uity was  18%  last  year.  It  had  averaged 
7.6%  for  the  previous  five  years. 

Make  no  mistake.  A  drilling  boom  can 
be  of  enormous  help  in  producing  such 
results.  Zapata  has  18  offshore  rigs,  in- 
cluding 5  semisubmersibles  for  drilling  in 
water  depths  up  to  2,000  feet  and  8  jack- 
ups  used  in  depths  up  to  300  feet.  The 
worth  of  all  that  equipment  is  $232  mil- 
lion, and  at  low  contract  rates  the  fixed 
costs  can  eat  up  a  company's  earnings. 
Two  years  ago  some  of  Zapata's  semis- 
ubmersibles were  operating  at  little  prof- 
it. Now  they're  commanding  day  rates 
up  to  about  $70,000,  triple  those  of  a  year 
ago.  Contract  drilling  provided  56%  of 
fiscal  I980's  operating  profit. 

But  well-managed  companies  don't  de- 
pend haphazardly  on  drilling  booms; 
businesses  should  incur  risks,  but  not 
gamble.  What  has  changed  at  Zapata  in 
the  last  two  years  is  that  the  gambling 
has  ceased  but  the  risk-taking  hasn't. 
Zapata  used  to  build  rigs  in  anticipation 
of  a  market.  That's  why  four  of  its  semi- 
submersibles, built  for  the  East  Coast, 
came  to  haunt  the  company  when  the 
work  wasn't  there.  Now  Zapata  builds 
rigs  with  contracts  in  hand — a  single 
contract's  revenues  paying  much  of  a 
rig's  cost.  Mackin  is  spending  $105  mil- 


lion this  year  for  more  jack-ups,  all 
them  backed  by  contracts. 

"Some  people  might  say  we're  missii 
out  on  potentially  higher  day  rates  by  n 
playing  the  spot  market,"  says  Mack 
in  a  slow  drawl.  "But  we're  not  era 
shooters.  Those  days  are  over." 

With  a  rig  mix  that  allows  Zapata 
work  in  waters  anywhere  in  the  world 
from  the  Gulf  of  Mexico  to  the  Nor 
Sea — and  with  almost  14  of  them  pa 
for,  Mackin  could  lower  his  rates  if  t. 
rig  market  softens  and  not  lose  money: 

The  marine  service  business  is  in 
equally  comfortable  position.  Zapat 
fleet  of  75  vessels — hauling  provisio 
between  rigs  and  shore — places  it  thi 
in  the  industry  behind  Tidewater  In 
with  almost  400.  Zapata's  boats  are  nc 
90%  utilized  and  Mackin  is  expandir 
Last  year  he  paid  $50  million  to  buy 
vessels  from  Cunard  Steam-Ship  Co.  T 
fleet  will  provide  about  20%  of  revenu 
and  operating  profits  this  year. 

With  Zapata's  main  business 
healthy,  Mackin  and  Lassiter  are  willi. 
to  gamble  on  oil  and  gas  exploration  ai 
production.  Last  year  Zapata  eamed  : 
first  operating  profit  in  oil  and  gas — $1 
million,  or  1.3%  of  total  operating  pn 
it — after  eight  years  and  $52  million 
investment.  Now  Mackin  says  Zapat 
oil  and  gas  acreage  in  Bolivia  and  sevei 
other  smaller  participations  will  beg 
contributing  more — perhaps  as  much 
10%  of  operating  profits  by  1984.  Tha 
why  he's  spending  $43  million  this  ye. 
triple  last  year's  investment. 

Mackin  and  Lassiter  have  worked  Z 
pata's  bloated  debt  down  from  64% 
capitalization  two  years  ago  to  46%  aft 
the  asset  sales  of  the  last  two  montl 
They  have  more  to  sell.  In  addition  to  t 
coal — 90  million  tons  of  reserves 
Pennsylvania  and  Kentucky — there  is 
nontuna  fishing  and  processing  busine- 

Mackin  intends  selling  them  both  ar 
after  getting  debt  even  lower,  using  2 
pata's  new  financial  flexibility  to  ma 
an  acquisition  in  oil  and  gas.  He  al 
intends  to  retire  next  year  and  hand  o\ , 
the  CEO's  job  to  Lassiter. 

The  stock  market  accords  the  co: 
pany  a  price/earnings  ratio  of  8  tim 
anticipated  1981  earnings  of  about  $3. 
a  share  (which  will  come  from  a  reven 
base,  reduced  by  asset  sales  to  some  $5 
million).  That's  low  for  a  participant 
the  booming  offshore  services  field.  T 
market  seems  to  be  waiting  before  t 
lieving  in  the  tumaround. 

Belief  will  come,  thinks  Mackin.  f 
puffs  his  pipe,  looks  out  at  the  expanse 
Houston  visible  from  Zapata's  offices 
the  very  top  of  the  landmark  Pennzc 
Place  building,  and  says,  "I'm  satisfi 
that  what  we've  got  is  a  revitalized  cor 
pany  whose  best  years  lie  ahead." 

If  they  do,  Zapata  will  become  a  ca 
study  in  what  management  can  accoi 
plish  in  a  short  time.  ■ 
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A  NEW  HOME  FOR 
KENNEDY  CENTER 


1  if 


YOURS ! 


The  Kennedy  Center  in  Washington,  D.C.  was  created  as  the 
national  center  for  America's  drama,  dance  and  music.  Now 
performances  from  the  concert  halls  and  theaters  of  the  Kennedy  Center 
come  to  you,  where  you  live.  , 

Beginning  April  1  on  Public  Television,  you'll  have  front  row  seats  reserved 
in  your  own  home  for  four  star-spangled  performances  on  a  new  series 

KENNEDY  CENTER  TONIGHT  # 


Check  your  local  PBS  listings. 


Produced  with  major  funding  from  thie  Shell  Companies  poundatidn,  Incorporated. 


■)i(i)x>  i)i  focil,  o>i  tlx'  h/ock  (It  Keoicliiiul  i?i  Jiiniiciiy 
WJuen  a  buyer  offers  seven  figures  for  a  horse,  it's  no  longer  a  big  deal. 
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There's  been  a  bull  market  in 
Thoroughbreds  for  over  a  decade. 
Is  it  tulip-time  in  horseland? 


Racing  toward 
a  fell 


By  Howard  Rudnitsky 
and  Alyssa  A.  Lappen 


IN  1955  A  SLEEK  BAY  STALLION  named  Nashua  won  nearly 
every  race  there  was — but  not  the  Kentucky  Derby.  Then 
he  avenged  that  humihation  by  leaving  Derby  winner 
Swaps  6'/2  lengths  behind  in  a  memorable  match  race  at 
Chicago's  Washington  Park.  By  the  end  of  his  career,  Nashua 
had  won  nearly  $1.3  million  in  30  races.  In  1955  a  syndicate, 
including  horse  fanciers  like  Paul  Mellon  and  Harry  Warner, 
paid  a  record  $1.3  million  for  him,  and  that  bet  came  in  better 
than  many  daily  doubles:  So  far,  Nashua  has  sired  nearly  500 
runners,  and  his  offspring's  winnings  exceed  $14  million.  Still 
active  at  29,  he  will  visit  35  broodmares  this  season. 

Such  is  the  lure  of  horseflesh.  In  today's  well-bred  world  of 
racing,  however,  lots  of  numbers  are  running  far  ahead  of 
inflation.  Seven-figure  prices  are  no  longer  extraordinary  for 
Thoroughbred  mares  and  yearlings  with  a  good  record  or 
promising  lineage.  Alma  North,  for  example,  sold  for  $1  mil- 
lion in  lanuary  at  an  off-season  auction  that  usually  attracts 
neither  the  best  horses  nor  the  richest  bidders. 

And  that's  only  the  beginning.  Thoroughbreds  are  the  equine 
equivalent  of  the  New  York  Stock  Exchange,  and  a  stallion 
with  a  good  track  record  is  like  a  good  small  oil  company  with 
proven  reserves.  The  value  that  today's  investors  assign  to  a 
choice  bloodline  may  be  outpacing  the  tuture  worth  of  oil 
reserves  in  the  Overthrust  Belt  or  Anadarko  Basin.  Spectacular 
Bid,  for  example,  ended  his  racing  career  with  total  winnings 
of  $2.8  million.  His  syndication  price  was  a  record  $22  million. 
That  yields  a  "syndicationyeamings"  ratio  of  7.9  compared 
with  1 .0  for  Nashua. 

Even  lesser  Thoroughbreds  are  setting  new  records.  Last 
year  the  industry's  top  yearlings  fetched  an  average  price  of 
$160,000.  On  the  whole,  values  set  by  the  1980  sales  were  up 
more  than  25%  over  1979. 

Racing  has  its  Amex  and  o-t-c,  too.  In  1979  a  half-interest  in 
Niatross,  a  pacer  who  won  37  out  of  39  lifetime  starts  and  piled 
up  over  $2  million  in  purses,  was  syndicated  for  $4.8  million. 
That  figure,  which  works  out  to  a  whole-horse  value  of  nearly 
$10  million,  was  a  record  for  Standardbreds.  But  even  bigger 
money  went  for  Easy  Jet,  a  quarter  horse.  Breeding  these  quick, 
colorful  runners  is  all  the  rage  ni  oil  states  like  Oklahoma  and 
Texas,  and  Easy  Jet  is  a  remarkably  prolific  sire.  Artificial 
insemination,  something  the  Thoroughbred  crowd  doesn't  al- 
low, makes  him  all  the  more  productive.  Result:  Since  last 
summer  investors  ponied  up  nearly  $13  million  for  a  42% 
interest  in  the  14-year-old  stallion. 

Add  it  all  up,  and  tens  of  thousands  of  blood  horses  changed 
hands  last  year,  with  an  estimated  value  of  $1  billion.  Since 
1970,  .selling  prices  in  all  segments  of  the  market  have  sported 
growth  rates  of  over  15%  a  year,  with  the  exception  of  the 
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When  the  hammer  falls,  it's  yours 


Horses,  like  other  objets  d'art,  change  hands  at  auction.  And 
the  equine  equivalent  of  Sotheby  Parke  Bemet  is  the  Keene- 
land  Assticiation,  a  complex  of  52  buildings  nestled  on  a 
410-acrc  spread  outside  Lexington,  Ky.  That's  a  far  cry  from 
the  small  tent  put  up  in  1943  when  a  handful  of  breeders  and 
owners  first  gathered  for  a  round  of  casual  trading.  Today 
there  are  four  sales  annually,  with  the  most  prestigious 
coming  in  July  and  November.  Last  year  eager  buyers 
plunked  down  $232  million  for  some  of  the  nation's  best- 
bred  animals. 

Keeneland  sales  are  social  affairs  for  the  horsey  set,  and 
glossy  catalogs  list  the  provenance  and  vital  statistics  for 
every  animal — much  like  gallery  brochures  describing 


French  impressionists.  Potential  purchasers,  whether 
they've  arrived  by  private  jet,  limousine  or  pickup  truck, 
make  initial  trips  to  inspect  horses  in  their  stalls.  Then  they 
head  for  the  auditorium-like  auction  ring.  There,  to  keep 
things  straight,  every  colt  or  filly  gets  an  identifying  "HIP" 
number  pasted  prominently  on  both  hindquarters. 

To  make  sure  it  deals  with  serious  bidders,  Keeneland 
hands  out  computerized  credit  authorizations.  These  range 
from  $10,000  well  into  the  millions;  payment  for  any  cash 
purchase  is  on  delivery,  which  can  be  moments  after  the 
sale.  At  the  final  hammer,  of  course,  every  buyer  assumes 
he's  latched  on  to  another  Nashua  or  Buckpasser— so  the 
first  feed  bill  is  hardly  a  shock. 


^^^^^ 

mm 
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recession,  when  Thoroughbred 
5  dipped.  "Over  the  past  ten  years, 
s  have  changed  from  a  sport  to  a 
ess,"  says  Seth  Hancock,  who  runs 
ome  Farms  in  Paris,  Ky.  "The  dol- 
re  so  big  that  people  have  a  different 
de  now." 

;  old  dream,  of  course,  of  striking  it 
s  still  there;  and  even  though  fewer 
3%  of  all  Thoroughbreds  ever  win  a 
s  race,  long  shots  come  in  for  own- 
)o.  "I've  played  the  market,  and  I've 
in  oil,"  says  Louis  Wolfson,  who 
raced  and  later  syndicated  Triple 
n  winner  Affirmed,  "but  there's  no 
where  you  can  make  money  as  fast 
horses."  Several  years  ago,  for  ex- 
two  novices  in  their  30s  bought 
e  Slew  for  Si 7,500.  Later,  he  earned 
nillion  in  purses  and  was  syndicat- 
■  $12  million.  Then  there  was  re- 
ieveloper  Harry  Meycrhoff.  In  1977 
ked  up  a  well-bred  colt  for  a  bargain 

00,  "partly  because  he  toed  out  on 
§ht  front."  The  horse  was  Spectacu- 
i. 

jpite  a  few  big  winners,  experts  es- 
mate  that  85%  to  90%  of  the  indi- 
Is  who  take  a  shot  at  racing  and 
ing  lose  money.  However,  that's 
luite  as  bad  as  it  appears.  Why? 

are  plenty  of  tax  benefits  to  be 
led.  Expenses,  of  course,  are  de- 
3le.  What's  more,  horses  can  qualify 
celerated  depreciation,  and  down- 
ne  income  from  the  sale  of  a  pursc- 
ng  colt  or  a  well-bred  filly  often 
les  a  capital  gain.  "You  can  do  the 
thing  with  oil  and  gas,"  explains 
reeder.  "But  how  many  people  do 
;e  hopping  on  a  private  jet  to  fly  out 
)ok  at  their  wells?" 
)se  bottom-line  incentives  are  a 
1  explanation  for  the  recent  run-up 
i  value  of  horseflesh — but  not  for 
;asons  you  might  think.  "Our  in- 
/  has  never  been  a  really  good  tax 
■T,"  says  John  Finney,  president  of 
Tipton,  a  Kentucky-based  auction 
"But  since  1976,  when  the  govern- 

weeded  out  other  alternatives, 
and  more  investors  have  been  get- 
ivolved." 

:  surprisingly,  the  nation's  horse- 
ire  galloping  to  take  advantage  of 
oposed  Reagan  tax  package.  Breed- 
3ume  they'll  be  included  in  the  Ad- 
tration's  plans  to  shorten  the  useful 
if  certain  farm  equipment  and  livc- 
from  ten  years  to  four  years.  They 
so  plumping  for  the  right  to  take  a 
nvestment  tax  credit. 

1,  some  of  the  most  aggressive  cur- 
ivestors  are  people  who  may  not  be 
med  with  U.S.  taxes  at  all.  Foreign 
y  now  accounts  for  as  much  as  one- 
□f  the  purchases  of  select  yearlings, 
more  prominent  buyers  include 
;  shipping  magnate  Stavros  Niar- 
who  paid  $1 .7  million  for  a  yearling 
ast  july.  Robert  Sangster,  head  of 


Britain's  lucrative  Vernon  Soccer  Pools, 
has  put  nearly  $  1 0  million  into  American 
horses  over  the  past  four  years.  And  sev- 
eral Japanese  industrialists  recently 
bought  a  colt  for  $1.6  million. 

Arabs  like  bluegrass,  too.  Mahmoud 
and  Mustapha  Fustok,  Saudi  Arabian  oil 
tycoons,  apparently  do  things  in  a  big 
way.  They  have  been  major  Thorough- 
bred purchasers,  and  for  their  Kentucky 
home-away-from-home  the  two  bought 
and  redeveloped  a  major  farm  near  Lex- 
ington. Locals  speculate  that  the  land 
alone  cost  $12  million.  The  Fustoks  also 
reportedly  lavished  $2.5  milhon  to  build 
new  stables.  Says  a  local  lawyer;  "It  must 
be  the  most  expensive  farm  ever.  They 
used  bulldozers  and  completely  flattened 
rolling  hills." 


afford  that  big  a  stable.  Combs,  who  was 
just  starting  Spendthrift  Farms,  saw  a 
way  to  spread  the  risk.  He  offered  to  sell 
the  right  to  breed  annually  with  prize- 
winning  sires. 

One  of  the  first  horses  to  go  on  the 
block  was  Alibhai,  owned  by  movie 
mogul  Louis  B.  Mayer.  In  a  practice  that 
still  holds  today,  syndicator  Combs  kept 
an  additional  10%  of  the  horse's  breed- 
ing rights  as  his  fee.  Now,  there  are  40 
units  in  most  syndications,  and  prices 
have  soared:  Alibhai  was  sold  initially  at 
$10,000  per  share;  Robert  Entenmann,  of 
the  baking  clan,  recently  paid  $950,000 
for  one  share  in  Lyphard,  a  current  mar- 
ket leader.  For  his  investment,  he  also 
got  two  additional  "seasons,"  industry 
jargon  for  one-time  access  to  a  sire. 


Running  to  form? 


There  are  two  things  that  can  make  owning  a  horse  a  sound  investment — 
breeding  and  racing.  But  the  economic  basis  for  both  is  the  prospect  of  winning 
big  at  the  track.  Yearling  values,  then,  should  relate  to  total  purses,  which  in 
turn  are  a  function  of  track  attendance.  With  yearling  prices  soaring,  the  other 
graphs  in  this  chart  ought  to  be  racing  ahead.  They  aren't.  That's  why  owners 
may  soon  feel  as  if  they'd  left  their  wallets  at  the  post. 


Name 

Year 
born 

Year 
syndicated 

Lifetime  winnings' 
(Smillions) 

Syndication  price^ 
(Smillions) 

"S/E" 
ratio 

Spectacular  Bid 

1976 

1980 

$2.8 

$22.0 

79 

Affirmed 

1975 

1978 

$2.4 

$14.4 

6.0 

Secretariat 

1970 

1973 

$1.3 

$6.1 

4.7 

Buckpasser 

1963 

1967 

$1.5 

$4.8 

3.2 

Nashua 

1952 

1955 

$1.3 

$1.3 

1.0 

'  Data  from  The  Blood  Horse  ' 

Data  from  Daily  Racing  Form. 

So  racing  is  indeed  the  sport  of  kings — 
or  at  least  those  sheikhs  who  can  afford 
to  live  like  kings.  But  another  reason  for 
the  escalation  in  prices  has  more  to  do 
with  American  marketing  techniques 
than  with  idle  rich  across  the  seas.  As 
inflation  pushes  more  and  more  people 
into  top-tier  brackets,  the  advantages  of 
any  income  shelter  multiply.  And,  as 
thousands  of  accountants,  businessmen, 
doctors  and  lawyers  are  scrambling  to 
reduce  their  taxable  incomes,  breeders 
and  financial  middlemen  are  making  it 
easier  than  ever  to  get  a  shot  at  the 
winner's  circle. 

In  the  good  old  days — just  before  World 
War  n — Leslie  Combs  n  latched  on  to 
an  idea  that  revolutionized  the  business. 
Stallions  can  usually  service  at  least  40 
mares  each  year,  but  few  breeders  can 


The  concept  of  syndicating  stallions 
that  are  proven  winners  and  selling 
shares  to  members  of  the  breeding  frater- 
nity, however,  has  broadened  consider- 
ably. Spendthrift,  for  example,  recently 
put  up  40  shares  in  Lord  Avie,  a  three- 
year-old  1980  Juvenile  Champion,  at 
$250,000  each.  That's  a  $10  million  bet 
on  a  horse  that  has  yet  to  end  his  racing 
career,  and  an  "escalator"  clause  will 
raise  the  share  price  if  Lord  Avie  wins 
big  this  year.  "It  was  a  .gentleman's  game 
tlfpi,  and  now,  its  dog-eat-dog,"  says 
Combs.  "Today  they'll  syndicate  a  year- 
ling— anything — for$l  million." 

Another  reason  the  cost  of  big-name 
syndications  keeps  moving  up:  When 
a  stallion  can  service  more  mares 
than  there  arc  syndicate  shares,  recent 
Securities  &  Exchange  Commission  poli- 
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cies  restrict  the  way  a  syndicate's  addi- 
tional breeding;  rights  can  be  sold.  So, 
unless  a  broodmare  owner  has  at  least 
one  share  in  a  syndication,  he  may  be  out 
in  the  cold.  "Nowadays,  if  you  don't  have 
a  share  in  a  horse,  you  can  hardly  get  to 
breed  to  him,"  says  an  industry  veteran. 
"Feopli-  won't  sell  their  own  shares — 
their  own  seasons." 

It  isn't  quite  like  Dc 
Beers  and  diamonds,  but 
access  to  the  best  sires  is 
limited.  And  supply  can't 
go  up  fast.  "You  can  only 
get  one  foal  trom  a  mare 
per  year,"  says  Claiborne 
Farms'  Hancock.  "There's 
no  way  to  escalate  that." 

Selecting  a  colt  or  a  filly, 
of  course,  is  like  placing  a 
bet.  Plenty  of  "expert"  ad- 
vice is  always  available. 
Businessmen  usually  don't 
have  the  time  to  follow 
auctions  closely,  and  so- 
called  bloodstock  agents 
are  available  to  guide 
them.  Years  ago,  there  was 
a  small  coterie  of  plugged- 
in  horse  fanciers — from 
Kentucky,  Britain  or  Ire- 
land— who  brought  re- 
spectability to  the  calling. 
But  now  the  field  is  wide 
open.  Says  one  horseman, 
even  a  barber  needs  a  li 
cense  to  cut  hair.  "But  any 
Tom,  Dick  or  Harry  can 
hang  out  a  sign  and  be- 
come a  bloodstock  agent." 

Racing  has  always  been 
asocial  melting  pot. 
Today,  mixing  with  patri- 
cian Mellons,  Vanderbilts 
and  Whitneys  are  new- 
comers who  can  often 
profit  from  rubbing  elbows 
with  the  rich.  Don  Tyncr, 
for  example,  is  an  Oklaho- 
ma City  Thoroughbred 
and  quarter  horse  agent 
who  is  vague  about  his 
business  background.  He 
flies  a  private  jet,  secretary 
in  tow,  and  claims  to  have 
syndicated  Easy  let  for  $,^() 
million.  "It  was  the  big- 
gest deal  in  the  history  of 
the  world,"  says  Tyner. 
"We  had  lawyers  out  of 
Detroit."  The  horse's 
original  owners,  meanwhile,  still  hold 
58%  of  the  shares  and  say  they  sold  most 
of  the  rest  themselves. 

Regardless  of  how  you  shop,  however, 
buying  a  horse  isn't  a  one-time  expense. 
To  begin  with,  if  you  want  your  own 
farm,  it  won't  come  cheap.  A  good  Ken- 
tucky spread  costs  $10,000  an  acre,  more 
than  5  times  the  price  of  prime  Iowa 
farmland.   For  down-and-out  breeders 


who  have  no  Kentucky  estate,  however, 
stable  space  and  feeding  is  available  at 
$14  a  day  or  $,S,()00  a  year  for  a  marc; 
stallions  cost  40%  more.  Blacksmiths, 
vets  and  vans  aren't  included,  and  the 
3.8%  insurance  premium  on  a  mere 
$30,000  stallion  runs  to  $1,1. SO.  If  you're 
into  racing,  the  package  could  top 
$20,000  a  year—per  horse. 


"I've  got  the  horse  right  here" 


As  racing  becomes  more  a  business  and  less  a  sport,  some 
four-footed  investments  lend  themselves  to  Wall  Street's 
brand  of  analysis.  Tup  stallions,  for  example,  used  to  bring  in 
syndication  fees  roughly  equal  to  lifetime  earnings  at  the 
track.  But  now  these  "S/E"  ratios  are  escalating  wildly.  The 
buying  euphoria  smacks  of  the  stock  market's  Soaring  Six- 
ties— with  just  as  much  downside  risk. 


70        7!        72         73         74         75        76  -78        79  •go 

Sources:  The  Blood  Horse  and  Daily  Racing  Fonn 


nerships  with  tax  and  operating  exper 
writeoffs.  Each  deal  involved  four  to  s( 
en  investors  who  anted  up  rougi 
$40,000  each. 

Of  22  partnerships  concluded  sin 
1978,  by  Campbell's  count,  ten  ma 
money,  six  broke  even  or  better  wi 
depreciation  and  tax  breaks  taken  ir 
account  and  six  lost  money.  "I've  gott 
few  complaints,"  Can 
bell  says.  "But  many  pi 
pie  come  back  into  ni 
syndicates  we're  alws 
forming.  They  have  a  go 
time  seeing  their  hon 
run,  and  occasionally  w 
a  stakes  race." 

Campbell,  howev| 
wins  more  often, 
recent  offering  circular 
a  $200,000  deal  mdicat 
that  his  farm  will  charg* 
$40,000  management  I 
in  1981.  He  then  gets  2C 
of  net  cash  flow  tl* 
comes  after  the  partn( 
earn  back  their  inve 
ment.  In  addition,  if  t 
colts  are  retired  to  sti 
Campbell  also  reser\ 
two  lifetime  breedi 
rights. 

Then  there's  Loi 
Guida,  whose  full-time  i 
IS  running  three  Men 
Lynch  offices  in  southt 
New  Jersey.  Since  1977 
has  put  together  $25  rr 
lion  worth  of  fleet-foot 
Standardbred  syndicatic 
for  scores  of  clients.  I 
latest  coup  was  wrangli 
a  half-interest  in  Niatro 
Horse  of  the  Year  for  19 
and  1980.  Guida  paid  $> 
million  for  his  stake,  a 
he  claims  breeders  are  m 
beating  down  his  door  a 
fee  of  $35,000  per  seas( 
With  artificial  insemu 
tion,  Niatross  can  serv 
158  mares  per  year — p 
viding  half  of  the  anni 
income  of  $4.4  million 
Guida's  investors.  "Mi 
syndicators  are  really 
terested  in  breeding,"  si 
Guida,  who  also  packaj 
limited  partnerships, 
just  put  together  a  i 
package.  What's  the  diff 
ence  if  it's  a  horse  or  a  building  or  an 
well?" 


That's  why  opportunities  abound  to- 
day for  eager  investors  who  can't  afford 

an  entire  animal  or  who  want  to  spread  On  the  other  hand,  look  at  a  potent 

their  risks.  The  industry's  money  men  $2-a-share  investment  in  Internatioi 

have  moved  several  levels  beyond  simple  Thori)ughbred  Breeders,  Inc.  Track  ru 

syndication.  Look  at  Georgia's  Dogwood  effectively  bar  public  corporations  fn 

Farm  Inc.,  owned  by  Cothran  Campbell,  racing;  so  this  new  venture,  with  a  re| 

who  formerly  ran  a  large  regional  adver-  tration  statement  now  on  file  at  the 

tising  agency.  Since  the  early  Seventies,  curities  &.  Exchange  Commission,  pL 

he  has  packaged  about  50  limited  part-  only  to  breed,  lease  and  trade.  11 


88 


FORBES,  MARCH  30, 


CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


''Our  clients  expect  more  of  us 
as  professionals;  that's  why  we  need 

an  insurance  company  like  CNA.  Carl,  Jr. ,  is  our 

life  and  pension  specialist  and  David  is  our  property  and  casualty 
expert.  We  have  always  accepted  total  responsibility  for  all  of  our 
clients'  insurance  needs.  Fm  convinced  it  gives  them  more 
confidence  in  us.  We  rely  on  CNA  for  life,  auto,  home  and  business 
insurance — because  our  clients  rely  on  us  for  a  well-integrated 
insurance  program  they  can  understand!" 


Carl  R.  Schlotman,  Sr. 
Independent  Insurance  Agent 
Continental  Associates,  Inc. 
Cincinnati,  Ohio 


INSURANCE  FROM 


CVA 

Judge  us  by  the  agents  who  represent  us 

Continental  Casualty  Company  Continental  Assurance  Company  CNA  Plaza  Chicago.  IL  60685 


FOR  A  MORE  DETAILED 
ANALYSIS  OF  YOUR  INTERNAL 

ACCOUNTING  CONTROLS. 
LEAVE  OUT  A  LOT  OF  DEIAILS. 


Think  back  to  your  last  analysis  of  internal  controls.  A  lot  of  time,  money  and  effort  undoubtedly 
went  into  tracking  documents  through  your  system. 

Sales  orders.  Receipts.  Vendor  invoices.  Purchase  orders.  Memo  bills.  Forwarding  forms. 
Shipping  reports.  Payroll  records.  Expense  account  vouchers. 

All  in  multiple  copies.  Exhausting,  isn't  it?  And  not  at  all  necessary.  Because  now  there's  a  unique 
new  approach  to  documenting,  analyzing,  and  evaluating  the  validity  of  your  internal  accounting 
controls.  We  call  it  SEADOC,  for  "Systems  Evaluation  Approach:  Documentation  of  Controls." 

Here's  how  it  works.  Instead  of  tracing  documents  from  their  origin  forward  through  your  system, 
SEADOC  traces  information  from  the  financial  statements  backward  to  the 
point  of  origin. 

Because  irrelevant  papenA/ork  doesn't  enter  into  the  process,  SEADOC  \ 
can  save  you  time,  money  and  effort. 

A  SEADOC  analysis  nelps  you  locate  those  points  in  your 
system  where  errors  are  likely  to  occur.  Then  helps  you  devise 
controls  to  guard  against  those  errors. 


D 


For  example,  SEADOC  identifies  the  potential  for  missing  information  and  mis- 
information. And  isolates  recordkeeping  functions  that  should  be  segregated  so  employees 
who  make  mistakes  are  less  able  to  conceal  them. 

Since  SEADOC  gives  you  documentation  that's  unambiguous  and  easy  to  understand, 
you'll  find  yourself  using  a  clear,  simple  system  to  describe  your  internal  controls.  Naturally 
•  SEADOC  facilitates  reports  on  internal  accounting  controls. 
For  a  thorough  briefing  on  this  unique,  cost-effective  approach,  just  write  your  local  Peat  Marwick 
office.  Do  it  today  And  let  SEADOC  help  you  move  your  business  ahead.  By  reversing  your  approach  to 
internal  accounting  controls. 

PEAT,  MARWICK,  MITCHELL  &  CO. 


THIS  SIMPLE  PLASTIC 
TEMPLATE  IS  ALL  THE 
HARDWAnEYOU  NE£D 
TO  DWPLEMEyr  SEADOC. 


ident,  Kerry  Fitzpatrick,  before  he 
me  a  "racingconsultant"  in  1 975,  was 
icial  vice  president  of  a  real  estate 
stment  trust  that  went  bankrupt, 
ich  mass-marketing  is  at  least  one 
ling  signal  that  the  boom  in  breeding 
k  won't  continue  forever.  Another 

be  the  fact  that  borrowing  to  buy 
es  is  on  the  rise.  Traditionally,  lend- 
hat  served  breeders  were  limited  to 
e  country.  Banks  in  Kentucky,  for 
iple,  have  up  to  13%  of  their  loans  in 
s-related  activities.  Now  the  circle  is 
dening.  "People  are  getting  involved 

far  larger  institutions,"  says  an  in- 
ry  expert.  Among  the  big  names  that 

moved  in:  Citibank,  and  Irving 
:  Corp.'s  Nanuet  National  Bank. 
asig-Tipton's  Finney  has  a  different 
wrinkle.  In  1977,  he  and  Charles 
is,  a  Wall  Street  money  manager, 
ed  TECO,  a  finance  company  that 
iges  horse-leasing — complete  with 
uals.  An  investor  gets  a  horse  for, 
six  years  at  $10,000  a  year.  That 
les  him  to  purses  and  breeding 
s  during  the  lease  period.  "We've 
z  several  million  dollars'  worth  of 
t  leases,  and  it's  working  well,"  says 
ey.  "We  did  a  study  of  the  residual 
;  of  top-class  fillies.  They're  as  good 
,7s." 

•mparisons  with  jet  planes  aside,  the 
rs-and-cents  reason  for  racing  or 
ling  is  to  make  money.  And  with 
;  auction  prices  today  soaring  to 
imillion-doUar  levels  and  top  stal- 
commanding  syndicationyeamings 
s  unheard  of  in  the  past,  every  own- 
;ye  should  be  firmly  focused  on  the 
h  line.  Strangely,  that  doesn't  seem 
the  case.  Last  year,  something  hap- 
d  that  made  old-timers  blink.  Fillies 
I  sold  for  more  than  colts.  Buyers,  it 
.8,  are  now  paying  as  much  for  a 
ce  to  breed  as  a  chance  to  race. 
,  on  top  of  the  trend  toward  strato- 
ric  prices,  worries  some  experts, 
re  moving  away  from  the  bedrock 
omic  bases  that  used  to  dictate  the 
e  of  this  industry,"  says  John  Fin- 
"This  is  a  potential  danger." 
n  Lasater,  whose  stake  in  the  Pon- 
>a  fast-foods  chain  made  him  worth 
million  by  the  time  he  was  28,  is 
ative  of  today's  trend.  He  ran  a  big- 
racing  stable  that  won  over  $10 
on  between  1973  and  1976.  But  now 
nto  breeding  and  soon  plans  to  mar- 
ax  shelters.  "I  used  to  have  75  or  80 
:s  in  race  training,  but  now  I  might 
just  10,"  he  explains.  "Breeding  is 
art  of  the  business  to  be  in."  Lasater 
s  to  sell  over  $7  million  worth  of 
rs  this  year. 

jnomist  David  Novick,  who  has  fol- 
d  the  Thoroughbred  and  Stan- 
)red  markets  for  decades  and  is  a 
!  Corp.  consultant,  thinks  the  buyers 
scx)n  lose  their  enthusiasm.  "It's  the 
ter  fool  theory'  at  work,"  he  says. 


CbecL'ini>  the  i/iiv/i/ory  iti  SjK'ncltbnjl  /'anus 
Once  a  gentleman's  game,  breedirtg  is 
now  big  business — with  a  bid  under 
way  for  investment  tttx  credits. 

"Because  of  inflation  and  tax  shelters 
everyone  thinks  he  can  afford  a  horse 
today  at  almost  any  price.  People  figure 
they'll  race  or  breed  and  sell  out  to  scjme- 
one  else  at  a  profit.  I  don't  know  when 
the  bubble  will  burst,  but  it  surely  will." 

Odds  are  that  the  fall  could  come  soon. 
With  the  dollar  rising  against  major  for- 
eign currencies,  the  flood  of  foreign  funds 
that  hit  the  horse  sales  could  become  a 
trickle  overnight.  Even  as  the  value  of 
horseflesh  soared  to  giddy  highs,  other 
indicators  of  the  industry's  health  paint  a 
down-at-the-heels  picture. 

As  the  chart  on  page  88  shows,  total 


S/)cn(///.)nJ/  /(Jiti/tk'r  Les/w  Conihs  II 
"Now  it's  dog  eat  dog." 


Thoroughbred  purses  have  been  rising — 
but  far  slower  than  the  value  of  the 
horses  that  win  them.  This  is  true  for 
Standardbreds  as  well. 

At  the  same  time,  total  attendance  at 
the  nation's  Thoroughbred  tracks  is  flat, 
though  the  number  of  racing  days  has 
steadily  grown.  Average  daily  attendance 
IS  actually  going  down;  it  stands  now  at 
under  7,500, /s.  nearly  9,000  in  1965.  The 
numbers  for  Standardbreds  aren't  any 
better.  What's  more,  the  demographics 
at  the  $2  window  are  dismal:  Regulars 
tend  to  be  fiftyish,  and  there  is  little 
evidence  that  even  staging  rock  concerts 
IS  attracting  the  free-spending  younger 
generation.  Where  are  the  racing  fans  of 
tomorrow? 

In  New  York,  Off-Track  Betting  makes 
things  worse.  Owners  now  get  as  higfi 
a  percentage  of  the  OTB  handle  as  they 
do  of  the  track  handle.  Still,  OTB  has 
been  a  mixed  blessing:  The  tracks  have 
lost  12,000  bettors  a  day  since  OTB  came 
on  in  1971.  Worse,  their  share  of  the 
OTB  handle  is  only  1.5%,  r5.  8.5%  of  the 
track  handle.  In  addition,  other  forms  of 
wagering— like  casino  gambling,  state 
lotteries,  sports  betting  with  bookies — 
compete  with  racing.  "With  nine  out  of 
ten  owners  losing  money,  and  no  way  to 
increase  purses  as  fast  as  inflation,  this 
industry  is  in  for  some  very  tough 
times,"  says  one  Thoroughbred  owner. 

Short  of  a  drastic  realignment  of  horse 
prices,  is  there  a  way  out?  General  In- 
strument's experiment  with  Teletrack,  a 
betting  system  that  now  brings  racing  to 
a  theater  in  Connecticut,  is  still  abom- 
ing.  Some  optimists  also  think  that  cable 
television  may  one  day  be  more  impor- 
tant to  horsemen  than  bloodlines.  There 
could  be  nationwide  in-home  betting, 
with  races  broadcast  live.  Playing  the 
daily  double  would  mean  pushing  a  few 
buttons;  wins  and  losses  would  show  up 
on  a  Visa  or  Master  Card  statement.  But 
given  the  legal  restrictions,  such  innova- 
tion hardly  seems  imminent,  even 
though  telephone  betting  is  now  being 
tried  in  a  few  places. 

Those  are  the  industry's  long-term 
prospects.  What  about  the  short  term?  In 
November  and  January,  breeders  spent 
heavily  on  broodmares  in  foal,  and  it  will 
be  about  two  years  before  most  have 
yearlings  they  can  sell.  But  such  confi- 
dence may  be  misplaced.  Few  people  see 
when  a  market  has  reached  its  peak. 
Look  at  gold,  diamonds,  collectibles. 

So  sellers  could  be  in  for  a  shock.  As 
with  all  the  other  substitutes  for  real 
value  in  these  inflationary  times,  the 
price  of  horses  won't  always  go  up.  John 
Finney,  whose  firm  has  made  a  fortune 
running  Thoroughbred  auctions,  is  fun- 
damentally optimistic.  But  there's  a  nag- 
ging worry  in  the  back  of  his  mind.  "I 
have  a  recurring  dream,"  Finney  says. 
"I'm  up  on  the  block,  and  what  I'm  sell- 
ing isn't  horses,  it's  tulips."  ■ 
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To  prosper  in  the  enei^ 
'  gle,you  need  an  edge. 


The  Edge 


hat's  us.  The  Royal  Bank  of 
ada, 

.s  North  America's  fourth 

;est  bank,  and  with  assets  exceed- 

iCdn.  60  billion,  we  have 

jolidated  our  international 

igth  as  a  bank,  by  adding  to  our 

;  established  technical  expertise 

lergy  and  mining. 

It  makes  us  a  world  leader? 

ur  Global  Energy  and  Minerals 

up,  with  the  largest  reserve 

;chnical  experts  on  staff  of  any 

c  in  the  world. 

it  we  get  into. 

;d  by  the  former  Chairman  of 
Ida's  National  Energy  Board,  our 
lical  division  enables  us  to  be- 
i  involved  in  diverse  and  distant 
;cts  —  from  financing  North  Sea 
)  acting  as  financial  advisers  on  a 
•r  Australian  pipeline. 

it  we  do. 

'e  can  handle  project  evaluation 

fmancial  structuring  in  oil  sands, 

Liels,  rigs,  pipelines,  refmeries 

petrochemicals. 

'e  lend  fmancial  support 


to  offshore  petroleum  development, 
conventional  oil  and  gas  production, 
rigs,  heavy  oil,  enhanced  petroleum 
recovery,  coal  mining  projects, 
you  name  it. 
There's  more. 

With  the  help  of  our  Resource 
Information  and  Analysis  Group, 
we  provide  expertise  in  oil  and  gas 
price  forecasts,  costs  and  royalties, 
as  well  as  government  regulations, 
project  intelligence,  energy  and 
minerals  information  resources.  We 
provide  modelling  and  simulation 
of  project  fmancial  flows  and  risk. 


How  to  tap  our  resources. 

You  can  reach  the  Global  Energy 
and  Minerals  Group  at  its  offices  in 
Denver,  Dallas,  Houston,  London, 
Singapore,  Calgary,  Toronto  or 
Vancouver. 

Or  contact  us  through  any  of 
our  200  operating  units,  located 
in  44  countries  around  the  world. 

Within  as  little  as  24  hours, 
we  can  have  experts  on  your  site  to 
discuss  your  needs. 

We  know  you  want  fast,  accurate 
results. 

That's  what  we  give. 

We  know  you  want  people  who 
understand  your  business. 

That's  what  we  have. 

We  know  you  want  a  world 
class  bank  with  proven  capabilities. 

That's  what  we  are. 

We  have  the  lending  capacity  to 
do  business  of  any  size  anywhere  in 
the  world. 

To  survive  and  prosper  in  today's 
energy  jungle,  you  only  have  one 
choice. 

Call  us. 


THE  ROYAL  BANK  OF  CANADA 


North  America's  Fourth  Biggest  Bank.' 
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For  a  while,  Kay  Corp.  '5  odd  couple  of  jewelry 
and  commodities  seemed  to  make  buckets  of 
money.  Then  spiraling  interest  rates  collided 
with  its  trading  hubris. 


The  limits 
of  leverage 


By  Stanley  Ginsberg 


As  CORPORATIONS  GO,  $900  mil- 
lion-a-ycar  Kay  Corp.  is  some- 
thing of  an  oddity:  On  the  one 
hand,  it  is  a  retail  jewelry  chain,  with 
annual  sales  of  $125  million  and  the  kind 
of  steady  growth  and  solid  earnings  that 
investors  crave.  It  is  also  a  big-time  in- 
temational  commodity  trader  with  a 
highly  leveraged  business  that  depends 
on  the  wits  and  nerves  of  a  handful  of 
people.  Until  recently.  Wall  Street  loved 
this  odd-couple-under-one-roof,  pushing 
the  stock  from  4  in  1977  up  to  MVi,  23 
times  1980  earnings.  Since  then,  howev- 
er, the  luster  has  faded.  It  now  appears 
that  Ka,y  might  be  leveraged  beyond  the 
point  of  diminishing  returns. 

To  understand  Kay  Corp.,  you  have  to 
understand  Anthonie  van  Ekris,  46, 
Kay's  Dutch-born  president  and  chief  ex- 
ecutive. By  his  own  admission,  van  Ekris 
can't  pass  up  a  bargain,  even  if  he  must 
borrow  to  finance  it.  This  freewheeling 
attitude — along  with  his  ambition  to  be  a 
merchant  prince — has  already  gotten 
Kay  into  trouble:  Three  years  ago  Kay's 
interest  charges  came  to  $6.2  million, 
less  than  a  third  of  operating  income. 
Last  year  its  $71  million  in  long-term 
debt  and  average  short-term  bank  loans 
of  $129  million  cost  the  company  $22.1 
million,  or  two-thirds  of  its  operating 
eamings.  Accordingly,  1980  earnings  per 
share  dropped  35% . 

Van  Ekris'  American  career  began  in 
1964,  when  Ralli  Brothers,  the  old  Brit- 
ish merchant  banking  house,  sent  him  to 
New  York  to  establish  U.S.  operations. 
By  1967  a  disagreement  with  manage- 
ment led  to  his  resignation  and  the  es- 
tablishment of  his  own  coffee  trading 
company  with  $100,000  of  borrowed 
money.  Two  years  later,  Ralli  bought 
him  out  for  $1.5  million  and  put  him  in 
charge  once  again. 

When  he  found  Kay  in  1971,  it  looked 
like  a  jeweler  in  the  rough.  Overambi- 
tious  expansion  and  sloppy  management 


Kciy  (j))p  \  Aiithoiiie  ran  fikns 

His  biggest  position  is  unhedged. 

had  exhausted  the  chain's  credit  lines. 
To  finance,  it  used  factors,  who  took 
receivables  and  charged  a  then-unprece- 
dented 16%  annual  interest.  "I  couldn't 
believe  it,"  van  Ekris  recalls  from  his 
Wall  Street  office.  "Here  was  a  company 
selling  for  2  with  a  book  value  of  1 1,  and 
a  basically  sound  business."  Armed  with 
$6  million  at  6%,  van  Ekris  convinced 
Kay  President  CD.  Kaufmann  to  ac- 
quire Ralli  America  and  put  himself  in 
charge. 

Then  the  jewelry  business  was  reorga- 
nized. Unprofitable  lines  were  cut,  inner- 
city  stores  were  closed  and  marketing 
and  control  functions  were  centralized. 
¥rom  $40  million  in  1973,  jewelry  sales 
lumped  to  $125  million  last  year,  while 
earnings  rose  from  $3.3  million  to  $15 
million.  "We  created  a  precision  ma- 
chine," van  Ekris  coos.  "The  McDon- 
ald's of  the  jewelry  industry." 


Trading,  meanwhile,  had  also  conti 
ued  to  expand  and  make  money — from 
volume  of  $101  million  in  1971  to  $7 
million  last  year.  At  the  same  time,  v 
Ekris  continued  acquiring  new  busine; 
es,  usually  for  addition  to  the  Kay  fo 
but  occasionally  as  a  pure  asset  play,  su 
as  the  Omaha  stockyards  he  bought 
1973  for  $3  million  and  sold  three  ye; 
later  for  twice  that  amount. 

The  one  fly  in  the  ointment  was  th 
Kay  was  80%  owned  by  Bowater,  t 
giant  British  paper  firm,  which  h 
bought  out  Ralli  International  in  19' 
"We  did  not  agree  on  business  matter 
says  van  Ekris.  The  truth  is,  there  w 
constant  friction.  The  situation  was 
solved  between  1976  and  1978,  wh 
Kay,  through  some  fairly  tricky  mam 
vering,  was  able  to  buy  out  the  Bowa 
interest  at  its  book  value  of  $6.60  a  shar 

Van  Ekris'  latest  move  came  last  yi 
when  he  managed  to  acquire,  at  a  det 
deep  discount,  PVO  International,  Int 
West  Coast  commodities  and  agriculti 
al  products  company,  for  $29  million, 
then  proceeded  to  sell  off  a  Philippi 
subsidiary  for  $14.5  million,  and  a  U 
grain  elevator  outfit  for  $9.5  millic 
while  acquiring  $17  million  in  worki 
capital.  Net  gain:  $9  million.  "If  I  coi 
get  one  of  those  deals  a  year,"  van  Ek 
says,  "I  would  be  a  happy  man." 

Indeed,  if  van  Ekris  could  get  one 
those  deals  a  year,  perhaps  he  would 
have  to  worry  so  much  about  Kay's  otl 
businesses.  In  1980  skyrocketing  int 
est  rates  during  the  fourth  quar 
knocked  the  wind  out  of  Christmas  jc 
elry  sales — traditionally  responsible 
three-fourths  of  the  industry's  profits, 
the  same  time,  a  beef  shortage  that  fail 
to  materialize  cut  heavily  into  otherv^^ 
lackluster  commodity  earnings.  "It  wa 
disappointing  year,"  van  Ekris  conced 
blaming  the  volatility  of  the  markets 
his  troubles. 

But  van  Ekris  can  blame  no  one  1: 
himself  for  the  cost  of  Kay's  borrowin 
Like  all  good  traders,  he  likes  to  hec 
his  risks.  So  why  is  Kay's  biggest  po 
tion — Its  debt — unhedged  when  giai 
like  Cargill  routinely  cover  their  ri^ 
with  the  financial  futures  markets? 
tried  hedging  once,"  van  Ekris  explai: 
"but  it  didn't  work  for  us." 

Clearly,  something's  got  to  give.  V 
Ekris  must  either  squeeze  higher  retui 
from  his  trading  business  or  reduce 
debt  to  the  point  that  the  snake  stc 
eating  its  own  tail.  He  may  also  have 
end  his  jewelry  operation's  depender 
on  leveraged  inventory  and  thereby  sit 
his  cherished  five-year  expansion  pi; 
In  any  case,  the  choice  is  hard. 

When  he  was  a  child  in  Rotterda 
van  Ekris  tells,  he  dreamed  of  living 
the  houses  of  those  great  merchi 
princes  who  made  Holland  the  epicen 
of  world  commerce.  If  he  isn't  careful, 
may  end  up  in  the  poorhouse  instead. 
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COMMUNICATIONS 


Information  flow —  'S^^ 
the  life's  blood  of  business —  ^<#2i 
is  discussed  by  top  executives  of  three  companies 
whose  names  are  synonymous  with  advancing 
the  art  and  technology  of  both  internal 
and  external  communications: 


Richard  L.  Gehring, 
president, 
Sperry  Univac  Division; 
executive  vice  president, 
Sperry  Corporation. 


Archie  McGill, 
vice  president 
of  business  marketing,  ATT. 


Eugene  F.  Murphy, 
president 
and  CEO, 
RCA  Communications,  Inc. 


L  COMMUNICATIONS  . 


• .  •  a  new  class  of  compute 
programs  describe 
as  'user  friendly.^ 


THE  OFFICE  AS  AN 

INFORMATION  SYSTEM 

By  Richard  L.  Gehring 
President 
Sperry  Univac 

Guided  by  information  gleaned 
from  broken  enemy  cyphers  during 
the  Battle  of  Midway  in  June  1942, 
United  States  naval  forces,  though 
significantly  outnumbered, 
ultimately  defeated  the  enemy. 
This  skillful  use  of  intelligence  is  an 
excellent  example  of  the  strategic 
importance  of  information  as  a 
military  weapon. 

In  business,  too,  immediate 
access  to  pertinent  and  current 
information  is  a  critical  element  in 
any  successful  campaign  to  increase 
profits  and  market  share.  And  the 
businessman's  ability  to  make 
information  work  for  him  is  being 
augmented  —  as  it  never  has  been 
before  —  by  new  developments  in 
computer  technology. 

It  is  a  well  documented  fact 
that  the  gains  achieved  during  the 
past  decade  in  the  development 
of  new  computer  hardware  and 
software  are  helping  to  boost 
productivity  and  cut  costs  across  a 
wide  spectrum  of  office  operations. 

Most  of  us  are  also  familiar 
with  the  changes  wrought  in 
conventional  office  systems  by 
rapid  progress  in  integrated  circuit 
design.  Even  the  simple  pocket 
calculator,  for  example,  which  now 
can  be  bought  for  less  than  twenty 
dollars  is  far  more  versatile  than 
predecessor  machines  which  sold 
for  hundreds  of  dollars  before  the 
advent  of  chip  semiconductor 
technology. 

Computer  hardware  has 
undergone  a  revolution  no  less 
dramatic.  Aided  by  the  steadily 
improving  cost/performance  ratios 
of  integrated  circuits,  today's 
computers  are  twice  as  fast  and 
half  the  price  of  comparable 
systems  five  years  ago. 


THE  HARDWARE/SOFTWARE 
EQUATION 

Not  so  widely  recognized,  but 
no  less  significant,  have  been 
advances  in  computer  applications 
software.  Software  programs  are 
revolutionizing  the  retrieval, 
handling,  and  processing  of 
information  in  office  environments. 
Reports  can  be  structured  in 
precisely  the  format  needed, 
incorporating  only  data  that  is 
relevant,  and  can  be  produced  in  a 
true  real-time  mode.  More  and 
more  use  is  being  made  of  this  new 
class  of  computer  applications 
programs,  which  are  described  as 
"user  friendly."  In  other  words, 
little  formal  training  is  required 
and  they  can  be  operated 
characteristically  with  simple 
English-language  commands. 

The  rate  at  which  the  computer 
user  reaps  benefits  from  the 
continuing  improvements  in 
hardware  and  software  is  directly 
related  to  the  size  of  the  computer 
manufacturer's  investment  in 
research  and  development.  The 
provision  of  more  computing 
power,  for  less  cost,  and  the 
development  of  user-oriented 
software,  would  not  be  possible 
without  the  prior  commitment  of 
substantial  resources  for  R&D. 

As  a  result,  the  influence 
of  computers  is  being  extended 
into  areas  where  they  could  not 
previously  be  cost-justified. 
Increasing  the  availabihty  of 
computer  power  via  small  business 
computers  or  computer  terminals 
makes  it  easier  for  managers  to 
communicate  with  others,  and  to 
gain  access  to  needed  information 
resources.  More  organizations  are 
becoming  linked  electronically,  just 
as  they  are  linked  economically, 
and  these  linkages  are  developing 
within  departments  of  the  same 
company,  and  between  different 
organizations. 

Travel  agents,  for  example,  are 
linked  electronically  (via  terminals) 


to  airline  reservation  systems  and 
credit  card  data  banks.  Electronic 
funds  transfer  systems,  growing 
in  number  and  sophistication, 
speed  money  transfer  and  reduce 
paperwork.  These  developments 
tend  to  corroborate  the  belief  that 
costs  of  paperwork  and  human 
labor  continue  to  mount,  compute 
usage  can  only  accelerate. 

NEW  DIMENSIONS 

There  are  other  byproducts: 
employees  are  relieved  of  repetitiv 
routine  work;  businesses  gain  mor 
flexibility  in  relocating  plants  and 
modifying  production  operations; 
and  new  and  unprecedented 
options  for  planning  and  growth 
are  provided  for  managers. 

The  electronics/computer 
revolution  is  also  bestowing  on  itsi 
beneficiaries  a  responsibility  to  use 
data  and  data  processing  tools 
wisely  and  effectively.  Computer 
usage  may  not  necessarily 
guarantee  success,  but  the  absencf 
of  computers,  or  ineffective  use  of 
them,  can  be  a  serious  impedimen 

Computer  applications  such  a 
payroll  processing  and  inventory 
management  are  well  established  i 
business.  And  yet  these  applicatio 
merely  scratch  the  surface  in  term: 
of  utilizing  the  full  potential  of  the 
computer.  This  situation  is  being 
remedied  in  offices  around  the 
country  by  the  increased  use  of 
computer  terminals  which  are 
becoming  as  indispensable  to 
business  operations  as  desks  and 
telephones. 

One  of  the  ramifications  of 
increasing  computer  use  is  that 
for  many  organizations,  it  is 
economically  feasible  to  replace 
conventional  typewriters  with 
computer  terminals.  As  a  multi-u9 
device,  the  terminal  provides 
flexibility,  and  value  to  its  users, 
beyond  that  of  the  typewriter.  Th 
terminal,  for  example,  can  be 
used  for  electronic  mail-sending, 
composing,  and  receiving  messagi 


Machines 
that  understand  people, 

Presenting  state-of-the-Sony  dictation. 


It  took  Sony  to 
oring  dictation  ma- 
:hines  into  the  20  th 
:entury  Now  Sony 
wrings  tliem  into 
die  21st. 

Dictation  without 
frustration. 

Sony  not  only  has 
die  most  complete 
5tate-of-the-art 
Tiicrodictation  line 
n  the  business.  Sony 
wrings  you  more. 

Sony  brings  you  psychology  with  its  tech- 
nology When  machines  get  too  complicated,  or 
ook  too  threatening,  people  don't  want  to  use 
Jiem.  (The  fact  is,  lots  of  new  dictation  equip- 
ment is  being  under- used  for  just  that  reason.) 

That's  why  Sony  dictation  machines  are 
jimple  to  operate  and  easy  to  use.  There's  no 
3oint  in  having  advanced  technology  if  people 
ire  afraid  to  use  it.  So  Sony  engineers  l<now 
liey  can  put  all  the  highly  complicated 
:echnology  on  the  inside  as  long  as  it's  uncom- 
plicated on  the  outside. 

Sony:  the  hiture  of 

desl(-top  and 
portable  dictation. 

If  you  want  the 

world's  smallest 

dictator/ 

transcriber, 

Sony  has  it. 


Three-digit  liquid 
crystal  display.  Sony 
has  it.  "Executive 
Recall  "memory  for 
instant  access  to 
priority  notations. 
Sony  has  it. Two  tape 
speeds  for  twice  as 
much  dictation.  Sony 
has  it.  The  lightest 
full  function  micro- 
phone you've  ever 
held.  Sony  has  it. 
Automatic  gain  con- 
trol, so  your  voice  remains  level  no  matter 
where  you  move.  Sony  has  it. 
In  fact,  Sony  has  just  about 
every  new  state-of-the-art 
advance.  Period. 


For  a  big  choice,  there's 
only  one  choice. 

Right  now  Sony  has  the 

largest  selection  in  microdicta- 

tion.TTiat  means  you'll  find   bm  52o  Microdicuwr. 

machines  in  every  price  range  and  for  every 

need.  All  with  up-to-the-minute  technology. 

If  you've  been  waiting  for  the  right  time  to 

get  into  microdictation,  it's  now  SON"YI 

I  1 

hot  tomplctf  informaaon  on  Sony  dictaaon  nnachinfs  tall  1-800-821-7700,  Ex.516.' at 

Idtiy  houi  or  mail       coupon  to  Sony  Office  Pioducts.PO  Box  1624,~lrcnton.  N  )  08630 
•In  Missouri  Lall  1-800-8^2  7655.tx  516 
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BM-750.  Sutc-of-thc-art 
micro  dictator  aanscribcr. 


I 

I       (  1 1 Y  STAT  I 

I  SONY  OFFKE  PRODUCTS 

I  Machines  that  understand  people. 


_  _  _  —  ^  ^  _FRB3^0DJ 

C  1981  Sony  (  orpordbon  of  Ajiic nifl  OHk(  PiixiucLs  Oiv  Sony  is  *  iiadtmnk  of  Sony  Coip 


. . .  managers  are  freed  from 
having  to  tvorh  in  o 
specific^  fixed  location.^ 


via  keyboard  and  computer, 
without  the  need  to  go  through  a 
centralized  communications 
department. 

The  bottom  line  for  these 
trends  is  that  today's  office, 
essentially  unchanged  for  100  or 
more  years,  is  changing  drastically. 
The  next  20  years  will  see  even 
more  change  than  the  previous  100; 
organizations  which  do  not  respond 
to  this  trend  will  be  seriously 
handicapped  in  the  business  world 
of  the  1980's  and  1990's. 

EXTENDING  WORK 
BOUNDARIES 
Another  way  the  computer 
revolution  is  changing  office 
functions  is  that  in  many  cases, 
computer  operations  can  be 
transplanted  to  other  locations  with 
minimal  impact  on  the  organization. 
For  example,  a  major  New  York 
bank  announced  recently  that 
it  was  moving  its  credit  card 
operations  to  another  state,  some 
1,500  miles  distant.  One  reason 
such  a  move  is  possible  is  that, 
fundamentally,  all  that  is  required  is 
to  move  hardware  and  re-route 
communications.  (The  growing  use 
of  digital  communication  sateUites 
by  business  promises  to  make  the 
rerouting  job  far  simpler  in  the 
future.)  It  is  of  no  consequence, 
after  all,  where  the  bits  and  bytes 
of  data  are  processed. 

Another  effect  of  the 
communications/computer 
revolution  is  that  managers  are 
freed  from  having  to  work  in  a 
specific,  fixed  location.  Executives 
at  a  major  Chicago  bank  now  use 
computer  terminals  for  some  of 
their  communications  with  each 
other.  A  manager  sending  a 
message  is  not  concerned  about  the 
physical  location  of  the  recipient; 
the  computer  automatically  sends 
messages  to,  and  receives  messages 
from,  the  appropriate  locations. 
The  bank's  executives  also  keep 
other  information  —  for  example. 


appointment  calendars  and  "to-do" 
lists  —  on  the  computer. 

THE  OFFICE  REDEFINED 
These  examples  illustrate  one 
impact  of  computers  and 
communication  developments 
on  offices.  "Office"  now  refers 
to  a  physical  place  where 
information-based  tasks  are 
performed,  usually  with  carbon,  ink 
and  cellulose  as  the  media.  In  the 
future,  "office"  will  refer  to  an 
information  exchange  function, 
assisted  by  computers.  For  example, 
in  a  recent  interview  (Septem- 
ber 17,  1980)  in  a  computer  trade 
journal  the  eminent  British 
telecommunications  authority, 
James  Martin,  noted,  "...  by  the 
year  2000  (networks)  will  go 
into  absolutely  every  nook  and 
cranny.  .  .  Everywhere  there  will  be 
inexpensive  access  to  a  network 
which  moves  data  around  the  world 
fast  and  very,  very  cheaply." 

Today,  many  "office"  functions 
can  be  performed  with  no  more 
than  a  computer  terminal,  a 
telephone  and,  of  course,  the 
appropriate  computer  system 
somewhere  to  back  them  up. 
Another  way  in  which  computers 
are  reshaping  traditional  business 
operations  is  that  offices  are 
becoming  less  important  as  a 
"'hub",  or  central  place  for 
information  exchange.  In  the  past, 
processing  a  customer  order  often 
involved  sending  paper  from  place 
to  place;  the  paper  sometimes 
doubled  back  to  the  office  hub  for 
rerouting.  Computers  make  the 
coordination  of  these  activities 
superfluous. 

For  example,  a  New  York 
electronics  manufacturing  firm  was 
faced  early  last  year  with  rapidly 
escalating  costs  for  the  silver  used 
in  its  products.  The  company 
desired  to  establish  a  surcharge  for 
silver  based  on  silver  content  of  the 
product.  A  computer  allowed  it 
to  cope  with  this  problem  with  a 


minimal  labor  input,  accurately 
assigning  the  cost  of  silver  for 
each  component  and  providing 
a  means  of  recovering  the  cost 
commensurate  with  changes  in 
the  silver  market. 

Such  software  packages  — 
typically  the  product  of  hundreds  ol 
man-years  of  effort  —  are  designed 
to  meet  information  needs  of 
separate  functions  of  a  business 
economically.  They  allow 
management  to  generate 
informative  reports  in  the  form 
required,  when  required,  and 
wherever  required. 

In  another  case,  a  software 
package  developed  specifically 
for  the  manufacturing  industries 
enabled  one  company  to  reduce 
the  number  of  out-of-stock  items 
in  its  inventory  from  140  to  20  by 
automatically  generating  orders  for 
replacements  at  precisely  the  right 
time.  The  same  system,  through 
consolidation  of  files  in  one  data 
bank,  eliminated  double  work  in 
bookkeeping,  released  funds  that 
could  be  applied  elsewhere  with 
more  leverage,  and  enabled 
the  company  to  double  its 
manufacturing  area  without 
acquiring  additional  space  because 
more  timely  sales  forecasting  by  the 
computer  permitted  a  substantial 
reduction  in  inventory.  But  despite 
great  strides  made  possible  by 
computers,  it  is  still  people  who 
are  the  most  important  elements 
in  business.  Writers  and  other 
observers  of  technology  sometimes 
paint  bleak  pictures  of  the  effects 
of  automation  and  computers. 
No  one  would  sensibly  argue  that 
computers  do  not  result  in  some 
change  and  job  dislocations.  But  all 
the  evidence  thus  far  seems  to 
indicate  that  computers  actually 
create  more  and  better  jobs,  than 
they  eliminate. 

For  instance,  in  the  interview 
referred  to  earlier,  James  Martin 
notes,  "...  There  is  no  question 
that  a  lot  of  people  are  going 
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lENTORY? 


Your  business  is  now  entering  the 
Information  Century  where  voice  . 
telephone  systems  will  carry  facsimile,  . 
electronic  mail,  reaUtime  financial 
transactions  and  data  communications. 
General  Dynamics  Communications 
Company  will  help  you  get  ready. 

As  the  nation's  leading  architect 
cOf  business  telephone  networks  we've 
designed  and  installed  responsive, 
forward-looking  systems  for  some  of 
the  largest  users.  We  will  conduct  a 
comprehensive  survey  and  examine 
every  option.  The  equipment  we 
recommend  will  be  perfectly  matched  to 
the  growing  needs  of  your  business.  . 

In  high  traffic  environments,  for 
example,  our  System  Century  Infotrari 
digital  branch  exchange  can  handle  peak 
calling  loads  while  maintaining  special 
services  and  advanced  features  for. 
every  user  in  the  network. 

Get  your  company  ready  for  the 
Information  Century.  Talk  to  General  ■ 
Dynamics  Communications  Company. 

Call  toll  free:  800-821-7700  Ext.  337 

(In  Missouri  call  800-892-7655  Ext.  337) 

Or  write  bur  headquarters: 

12101  Woodcrest  Executive  Drive 

St.  Louis,  Missouri  63141  -  . 


GENERAL  DYNAMI 

Communications  Company 

We'll  make  your 
business  telephones 
pay  dividends. 
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. . .  social  interaction  still  a 
important  part  of  an 
business  activityi 


to  be  displaced  from  their  jobs.  . . 
Displacement  is  not  necessarily  bad, 
because  the  jobs  which  we  can 
automate  tend  to  be  rather  inhuman 
jobs  —  the  routine  work  on  the  shop 
floor,  the  routine  paperwork,  and 
so  on. . . " 

THE  PEOPLE  FACTOR 

Regardless  of  the  extent  to  which 
organizations  and  functions  become 
computerized,  astute  managers 
recognize  that  human  beings  are 
still  the  most  important  part  of 
business;  social  interaction  with 
other  colleagues  is  still  an  important 
part  of  any  business  activity.  Most 
people  do  not  want  to  work  in  jobs 
with  no  social  contact,  and  indeed 
these  jobs,  when  they  have  been 
(inadvertently)  created,  show 
high  levels  of  turnover  and 
dissatisfaction.  It  is  possible,  and 
desirable,  for  computerization  and 
social  interaction  to  co-exist.  Thus, 
growing  computerization  is  not  a 
threat.  If  anything,  it  will  enhance 
the  satisfaction  derived  from 
work,  by  removing  the  unpleasant 
or  uncreative  aspects,  while 
simultaneously  helping  to  create 
more  interesting  jobs,  generate 
higher  profits  and  salaries,  and 
improve  working  conditions. 

This  growing  dependence  upon 
the  power  of  the  computer  in  office 
environments  imposes  serious 
obligations  on  both  the  computer 
user  and  the  computer  supplier. 
The  computer  user  has  an 
obligation  to  his  company  and  its 
stockholders  to  carefully  select  the 
best  available  system  and  the 
computer  manufacturer  has  a 
responsibility  to  allocate  sufficient 
resources  to  R&D  to  insure 
continuing  improvements  in  the 
cost/performance  ratios  of  future 
products.  The  substantial 
investment  made  in  research  and 
development  in  past  years  is 
directly  responsible  for  the 
innovative  and  versatile  systems 
which  are  now  serving  thousands 


of  users  throughout  the  world. 
Case  History: 

MANUFACTURING  CONTROL 
SYSTEM  HELPS  COPE  WITH 
RAPID  CHANGES  IN  PRICES 
For  a  small  manufacturer  of 
specialized  electrical  products  in 
Mount  Vernon,  New  York,  a 
computer  is  proving  to  be  an 
important  adjunct  to  the  production 
process.  It  has  helped  Ward 
Leonard  Electric  Co.,  Inc.  to  cope 
with  volatile  precious  metal  prices, 
respond  faster  and  more  accurately 
to  customer  inquiries  and  orders, 


and  reduce  the  number  of  costly 
errors  that  took  many  manhours 
to  correct. 

The  recent  fluctuation  in 
silver  prices  is  a  good  example  of 
planning  ahead  by  the  century-olc 
company. 

"Most  of  our  components  ha\ 
silver  in  them,  and  when  the  prio 
of  silver  started  fluctuating  so 
wildly  we  had  to  find  a  way  to 
institute  a  surcharge  for  silver," 
explained  Nicholas  La  Guardia,  V 
President  of  Marketing  for  Ward 
Leonard.  "We  wanted  to  keep  it 
simple  as  possible  and  as  fair  as 
possible,  and  to  base  the  surcharg 


HOW  KNOWLEDGE  WORKERS 
PEND  THEIR  TIME  TODAY— BY  ACTIVITY 


hIARRIS  technology 
3n  the 

job 


1  telephone 
ystems,  Harris 
Corporation's 
■arinon  Group 
iroduces  micro- 
/ave  transmission 
ystems,  digital 
^BX's  and  aux- 
iary  telephone 
quipment. 
Minicomputer- 
ontrolled  HARRIS 
ligital  telephone 
ystems  help 
lusinesses  with 
inywhere  from  8  to  1,000 

Blephones  improve  customer  service  by  handling  calls 
lore  efficiently  Increasing  office  productivity. 
Cutting  communications  costs. 

HARRIS  technology  works  worldwide— in  communication 
quipment,  information  systems,  government  systems, 
emiconductors  and  printing  equipment.  For  information,  write: 
larris  Corporation,  Melbourne,  Florida  32919. 


HARRIS  D-1200  digital  PBX  console 


coiviin/iuimicatiorm  aimd 
informathon  processing 


Energy  8c  Communications: 
tile  single-system  solution. 

TTie  Bell  System  offers  you  a  single  solution  to  two  critical 
Droblems:  how  to  reduce  energy  consumption  and  how  to  improve 
:ommunications  capabilities. 

Energy  Communications  with  Dimension*  PBX  is  an  innovative 
service  that  makes  use  of  any  building's  telephone  lines,  so  you  also  save 
:onsiderably  on  the  cost  of  installation.  It  is  easy  to  operate  and  doesn't 
*equire  a  special  technical  staff. 

At  Chicago's  650'room  McCormick  Inn,  the  system  paid  for 
tself  in  eight  months.  In  a  single  month,  it  saved  $9,000  in  electricity 
:osts  alone. 

The  system  also  provides  businesses  with  new  communications 
lexibility,  improving  overall  productivity  by  providing  greater  control  over 
nternal  and  external  communications. 

Your  Bell  Account  Executive,  an  industry  specialist,  is  ready  now 
:o  discuss  the  application  that  meets  your  unique  needs. 

Put  our  knowledge  to  work  for  your  business. 

The  knowledge  business 


BEGINS  AT  HOME 


Gannett  is  a  nationwide  informa- 
tion company  with  a  world  of  different 
voices,  each  speaking  independently 
for  its  community. 

Gannett  consists  of  81  daily  news- 
papers; seven  television  and  13  radio 
stations;  the  largest  outdoor  advertis- 
ing company  in  North  America;  news, 
marketing  and  research  branches; 
and  magazine  and  film  production 
units.  They  serve  in  35  states,  two 
U.S.  territories  and  Canada. 

Yet  G  annett  has  no  voice  of  its 
'/vvn.  That  is  a  matter  of  principle— 
the  principle  of  freedom. 

Eveiy  Gannett  voice  is  free  to 
express  its  own  opinions,  free  to 


serve  its  own  community,  free  to 
meet  its  professional  responsibilities 
as  its  local  executives  see  fit. 

That  means  being  an  investiga- 
tor and  guardian  against  wrongdoing, 
as  the  Gannett  News  Service  did 
when  it  helped  holders  of  bonds 
issued  for  a  bankrupt  shrine  recover 
money  they  thought  they  would  never 
see  again. 

That  means  being  a  helpmate  to 
the  weak  and  distressed,  as  KOCO- 
TV  in  Oklahoma  City  did  in  helping 
hard-to-place  children  find  adoptive 
homes.  Or,  as  the  Burlington  Free 
Press  did,  with  a  series  to  help  people 
cope  with  the  problems  of  grovwng  old. 

That  means  reflecting  the  mood 
of  America,  as  Gannett  Outdoor 
Advertising  did  with  its  "Free  At 
Last"  billboard  greeting  to  the  return- 
ing hostages. 

Gannett's  24,000  men  and 
women  have  a  commitment  to  free- 
dom. Freedom  to  share  in  the 


blessings  of  a  free  society  and  free- 
enterprise  system.  Freedom  to  fulfill 
the  First  Amendment  obligations. 
Freedom  to  serve  the  information 
needs  of  each  communit>'  and  the 
American  people's  guarantee  of 
freedom. 

At  Gannett  that  freedom  rings 
from  Atlanta  to  Honolulu,  Bridge- 
water  to  Boise,  Los  Angeles  to  Little 
Falls.  Phoenix  to  Poughkeepsie.  It 
rings  in  news  coverage,  in  editorial 
opinions,  in  community  service.  Each 
member  serves  its  own  audience  in 
its  own  way. 


GANNETT 

A  WORLD  OF  DIFFERENT  VOICES 
WHERE  FREEDOM  SPEAKS 


For  more  information  about  Gannett's  world  of  different  voices,  write  Gannett,  Lincoln  Tower,  Rochester,  N.Y.  14604,  or  call  (716)  546-8600. 
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. . .  integrity  and  accuracy  in  a 
manufacturing  environment,^^ 


?  price  of  silver  on  the  date 
?m  is  shipped.  Moreover, 
device  we  make,  such  as 
,  has  a  different  amount  of 

so  we  faced  a  tough  job." 
he  company  turned  to  its 
uter  to  accomplish  the  task. 

already  installed  a  production 
wentory  control  system,  and 
uilt  a  product  structure  file, 
lie  holds  a  list  of  the  18,000 
the  company  makes  or  stocks, 
m  be  used  to  display 
jnents  in  one  of  two  ways.  It 
>ow  all  the  smaller 
3nents  that  go  into  a  more 
ex  product,  or  all  the  places  in 

a  component  or  raw  material 
T  as  silver  —  is  used.  "Within 
'eeks,  we  were  able  to  contact 
r  customers  and  distributors, 
tail  out  a  computer-generated 
at  showed  the  amount  of 
in  all  our  products.  That 
;  customers  knew  exactly  how 
"ived  at  the  surcharge,  since 
;o  included  the  surcharge 
la.  All  our  invoicing  is  done 
!  computer,  too,  so  we  can 
the  surcharge  based  on  the 
ng  date.  That  way,  customers 
e  benefit  of  any  price 
ise,"  La  Guardia  said, 
rhat  ability  to  adapt  the 
1  to  something  totally 
?seen,  and  to  do  it  so  fast, 

amazed  everyone,"  added 
lasaty.  Systems  Manager 
ird  Leonard  Electric, 
'ard  Leonard,  which 
'actures  power  resistors, 
ats,  relays,  motor  controls 
:her  products,  has  a 
inique  position  within  its 
;ry.  Founded  in  1882  by  H. 
Leonard,  an  inventor  and 
ate  of  both  Thomas  Edison 
eorge  Westinghouse,  the 
my  has  fewer  than  450 
yees  and  under  20  million  in 
ast  year,  yet  competes  with 
ten  or  20  times  its  size, 
oreover,  last  year  sales  grew 
million  over  the  previous 


year,  and  the  number  of  new 
accounts  grew  by  20% — a  feat 
Mr.  Vlasaty  and  Mr.  LaGuardia 
attributed  to  the  computer. 
"Customer  service  and  satisfaction 
are  critical  to  us,  and  that's  where 
the  computer  is  so  important,"  Walt 
Ineson,  Distributor  Sales  Manager, 
for  Ward  Leonard  commented. 

According  to  Ineson,  part  of 
this  customer  satisfaction  comes 
from  Ward  Leonard's  order  entry 
and  inquiry  system,  which  enables 
it  to  respond  quickly  to  customer 
inquiries  about  previous  orders. 
"We  have  reduced  the  number  of 
people  required  to  expedite  orders 
from  five  down  to  one,  by  making 
order  data  available  through  CRT 
terminals  attached  to  our  computer. 
We  can  check  the  status  of  any 
order  instantly." 

Case  History!: 

AUTOMATED  INVENTORY 
MANAGEMENT  SYSTEM 
IMPROVES  CUSTOMER  SERVICE 


During  this  period  sales  for 
various  product  lines  doubled, 
and  Paterson  credits  effective 
management  of  information  as 
being  a  big  reason  why.  An 
industrial  software  package,  used 
with  its  computer,  gives  the 
company  the  basis  for  the  types  of 
controls  needed  to  maintain 
integrity  and  accuracy  in  a 
manufacturing  environment. 

Objectives  which  guided  the 
design  of  the  manufacturing  system 
included  decreasing  inventory 
investment  to  free  funds  for  more 
effective  use  in  other  areas; 
up-to-date  production  and 
inventory  status  information; 
improved  manpower,  equipment 
and  facility  utilization  by  better 
planning  and  scheduling;  better 
cash  flow  by  more  timely  shipment 
of  customer  orders,  and  enhanced 
customer  relations  by  minimizing 
out-of-stock  conditions. 

"The  real  breakthrough  in 
establishing  confidence  in  the 
system  was  the  credibility  built  by 
the  finished-goods  status  report," 
said  Paterson.  For  the  first  time, 
there  was  the  assurance  that 
quantities  reported  by  the  computer 
represented  the  actual  inventory 
on  hand  in  the  warehouse. 

By  reducing  inventory,  the 
company  has  been  able  to  use 
the  savings  for  other  facets  of 
the  operation.  The  reduction  in 
inventory  also  allowed  the  company 
to  recover  sufficient  space  to  double 
its  manufacturing  area  without 
having  to  build  additional  facilities. 

Patterson  sums  up  the  success 
of  his  manufacturing  control 
system  this  way:  "One  of  the  best 
compliments  we  have  had  came 
from  our  internal  auditors  who 
spent  three  months  going  over  the 
books.  Their  only  recommendation 
was  that  accounting  should  use 
manufacturing's  record  for  the 
general  ledger.  That  was  unsolicited 
testimony  as  to  how  well  the 
system  is  working." 


Chesebrough-Pond's  (Canada)  Ltd. 
was  just  beginning  to  implement  a 
computerized  industrial  software 
package  designed  to  give  the  firm 
better  control  of  manufacturing 
functions  when  the  decision  was 
made  to  run  a  list  of  potential 
out-of-stock  items.  Results  showed 
that  of  400  finished  products,  more 
than  140  were  potentially  out  of 
stock.  "It  was  a  position  many 
expanding  companies  find 
themselves  in  and  we  could  not 
handle  the  flood  of  information 
regarding  sales  in  time  to  impact 
production",  said  John  Paterson, 
Manager  of  Production  Planning 
and  Inventory  Control. 

In  contrast,  today 
Chesebrough-Pond's  (Canada)  Ltd. 
has  nearly  500  finished  products 
and  an  average  potential  out-of- 
stock  list  of  20  items.  At  the  same 
time,  the  company  has  less  money 
tied  up  in  inventory  on  an  equal 
dollar  basis  than  five  years  ago. 


who  has  the  capability 

to  transmit  your  information 

with  99.99999%  accuracy? 


American  Satellite.  We're  a 
system  you  can  relay  on. 


-VtUITEC/V-- 


Reliability.  If  a  business  commu- 
nications system  doesn't  have  it, 
all  the  other  advantages  are 
meaningless.  Our  American 
Satellite  system  can  offer  you  the 
kind  of  accuracy  that  generates 
only  one  error  in  every  10  million 
bits  of  information. 

Accuracy  is  only  one  aspect  of  the  American 
Satellite  story.  Rexibility  is  another,  We  can  tailor  a 
satellite  communications  system  to  your  specific 
needs  for  voice,  data  and  image.  And  as  your 
needs  change,  our  system  can  change  right 
along  with  them.  Servicing  is  easy  due  to  our 


1^  1980  American  Satellite  Company,  Germontown.  MD 


design,  and  so  is  the  incorpora- 
tion of  new  technology 

American  Satellite  has  pio- 
neered many  advances  in  the 
communications  field,  but  we 
never  lose  sight  of  the  basic  fact 
that  a  system  is  only  as  good  as 
it  IS  accurate.  And  we're  99.99999%  sure  that 
we're  the  best.  For  miore  information  write  to 
American  Satellite  Company  20301 C4 
Century  Blvd.,Germantown,  Maryland  20767. 

AMERICAN 
SATELLITE 

COMPANY 

Between  heaven  and  earth 
there's  little  we  can  t  do. 


SAVIN  HNALLYHAS  A 
COPIER  IT  CAN'T  COMPARE 
TO  ANY  XEROX. 


SAVIN  880/3 


It's  tough  comparing  the  new  Savin  880/3  to  a  compara- 
■  Xerox  copier.  Because  there  isn't  any.  This  Savin  stands 
ne. 

An  automatic  feed  that  stacks  up  to  25  letter  or  legal  size 
ginals. 

1300  copies  without  reloading.  A  thousand  from  the  main 
3er  tray.  The  rest  from  one  of  two  interchangeable  300- 
?et  trays. 

A  convenient  storage  console. 

Phenomenal  4.3  seconds  first  copy  time  with  additional 
)ies  at  30  per  minute. 

A  Copy  Memory  so  you  can  intenxipt  a  long  copy  run 
h  a  short  one. 

\n  electronic  Self  Diagnostic  Display  for  speedier  ser- 
eability. 

3f  course  a  Savin  wouldn't  be  a  Savin  without  liquid 
er  technology,  short  paper  path,  electi'onic  brain,  and 
?rgy-saving  automatic  shutoff . 
rhough  it  might  be  a  Xerox  without  them, 
^or  further  information  about  Savin  copiers,  call  your 
al  Savin  representative  or  (914)  769-8805. 


XEROX 


sai/in 


The  revolutionary  copiers  that  are  winninji^  over  big  business. 


i.Viillwllii.N  V.  l'ir,95. 


. . .  information  must  h 
properly  organized^  controlle 
and  distributed  to  make  it  productive. 


THE  OFFICE  AS  AN 
INFORMATION  SYSTEM 

by  Eugene  F.  Murphy 
President  and  CEO. 

RCA  Communications,  Inc. 
Most  businesses  develop  and 
control  their  own  internal  collection 
and  dissemination  of  information. 
The  interoffice  mail  distribution 
system,  the  internal  telephone 
network  and  word  and  data 
processing  systems  are  examples  of 
internal  information  distribution 
systems.  When  information 
movement  is  external  to  the  office, 
however,  the  responsibility  for 
transmission  and  distribution 
usually  shifts  to  others  —  in  most 
cases,  to  the  communications 
common  carrier. 

Communications  outside 
of  an  office  are  different  from 
communications  within  the  office 
in  a  number  of  ways.  Internal 
communications  occur  in  a  more 
forgiving  environment  than  external 
communications.  Mistakes  can  be 
corrected  with  little  embarassment; 
manual  backup  systems  are 
readily  available;  and  the  costs  of 
retransmission  are  neither  visible 
nor  high.  However,  in  external 
communications,  costs  become  more 
visible;  time  zones  and  language 
barriers  make  immediate  feedback 
difficult;  and  problems  can  occur 
from  faulty  transmission  of 
information. 

New  office  systems  to 
communicate  information  more 
efficiently  and  economically 
continue  to  evolve  under  the 
guidance  of  communications 
professionals.  But  as  new  systems 
are  brought  on  line,  a  new  problem 
emerges:  integrating  internal 
systems  with  domestic  and 
international  systems  and  networks. 

Careful  planning  by  both 
Lustnesses  and  the  communications 
earners  is  essential.  Information, 
l;Ke  other  business  assets,  must  be 
properiy  organized,  controlled  and 
distributed  to  make  it  a  productive 


management  tool.  Without  this,  all 
the  processed,  static  data  gathered 
by  a  business  has  no  more  added 
value  than  an  equivalent  bulk  of 
manila  file  folders  now  stored  in 
conventional  file  cabinets. 

CjRUVvLNG  lKAr\bMlSSION 
FACILITTES 

As  a  result  of  the  development 
of  the  coaxial  cable  and 
communications  satellites,  reliable 
transmission  facilities  with 
substantial  capacity  are  now 
available  for  the  transport  of 
information  across  international 
boundaries.  Today  the  most  modern 
of  these  cable  systems  has  a 
capacity  of  up  to  4000  basic  voice 
grade  circuits,  each  of  which  may 
be  used  for  a  single  voice 
conversation  or  for  the  transmission 
of  a  substantial  quantity  of  printed 
matter.  By  the  end  of  the  decade, 
fiber  optics  technology  will  triple 
cable  circuit  capacity.  But  that  is  not 
the  whole  story.  By  applying 
sophisticated  circuit  multiplication 
techniques,  another  three-fold 
increase  in  usable  capacity  can  be 
achieved,  making  it  possible  for  a 
single  cable  to  handle  36,000 
simultaneous  voice  conversations. 

In  the  mid-1960's,  the  first 
communications  satellite  was 
launched.  This  newest  transmission 
medium  developed  and  matured 
in  a  remarkably  short  time.  A 
combination  of  developments 
in  launch  vehicles  and 
communications  technology  has 
made  possible  a  truly  global 
communications  satellite  system 
now  serving  over  135  countries. 

In  the  Atlantic  Basin  alone, 
the  number  of  international 
communications  channels  in  actual 
use  has  grown  from  a  handful 
of  high-frequency  radio  circuits, 
a  quarter  century  ago,  to  a 
combination  of  over  40,000 
high-quality  submarine  cable  and 
satellite  circuits  today.  By  the  end 
of  the  century,  well  over  200,000 


circuits  will  connect  the  Eastern 
and  Western  Hemispheres. 

By  having  available  reliable 
cable  and  satellite  transmission 
facilities  with  substantial  capacity, 
international  telecommunications 
carriers  are  able  to  provide  their 
world-wide  services  for  use  by 
business  organizations  for  the 
collection  and  dissemination  of 
a  variety  of  information. 

U.S.  users  today  are  linked 
with  points  providing  such  service 
as  telex,  telegram,  leased  channel, 
facsimile,  data  and  voice.  This  offt 
companies  many  choices  in  the 
way  that  they  may  use  internation 
communications  to  move 
information  from  office  to  office  ai 
to  expand  their  business  markets. 

TELEX  AND  DATA  NETWORKS 
International  telex  has  been  our 
industry's  most  dynamic  service. 
Telex  —  a  subscriber-to-subscriber 
teleprinter  exchange  service  —  mat 
communications  history  in  1950 
when  it  was  first  introduced  into 
the  international  market.  Telex  ha 
grown  steadily  ever  since  and  has 
increased  sevenfold  in  the  last 
decade  alone.  It  is  estimated  that 
there  are  now  about  one  million 
stations  in  the  telex  networks 
throughout  the  world  joining 
subscribers  in  virtually  every 
country  on  an  automatic  basis  at 
compatible  speed,  code  and 
protocol. 

Overseas  leased  channel  or 
private  line  service  enables  a 
business  organization  to  organize 
a  network  that  meets  its  own 
specialized  requirements,  employi 
standardized  terminal  equipment. 

New  data  and  facsimile  servic 
are  being  developed  using  digital 
transmission  and  sophisticated 
switching  techniques.  The 
application  of  these  techniques 
has  resulted  in  circuit  and  packet 
switched  data  services  and 
high-speed  facsimile  services. 
Recent  facsimile  services  permit 


"FRIDAY" 

Royal  7000  Word  Processing  System 


;t  FRID^,  tlie  I'ersatiie,  economical  way  to  provide  cost 
ztii'e  word  processing  with  maximum  speed  and 
:ienc\'. 

DPi^  is  a  microcomputer-based  Word  Prcxessing/Text 
:ing  system.  It  includes  a  CRT-based  input-edit  st;uion, 
mini-floppy  disk  drives  and  a  high-speed  Daisywheel 
Iter  The  system  liiis  a  high-capacity  internal  and  working 
Tior\-;  plus  unlimited  additional  storage  on  mini- 
:enes. 

tly  time-consuming  t\ping  tasks  such  as  rough  drafts  on 
er,  messy  erasures  or  retyping  can  now  be  done  elec- 
lically  on  FRIDAY'S  24-line  display  screen.  In.sening,  de- 
ig,  centering,  underscoring,  correcting  errors,  merging 
,  printing  and  storing  final  text  in  memory  for 
lediate  recall  are  accomplished  simply 

DAY  has  the  same  standard  typewriter  keyboard 
r  .secretary  has  teen  using  for  years.  A  Royal  W.  V 
ems  Repre.sentative  will  familiarize  your  secretan, 


quickly  with  FRID.'Ki  'S  simple  o[>eration.  Get  "FRlDAy"  on 
Monday  and  be  a  Word  Processing  professional  b\'  Friday 

Return  the  cou[x)n  tcxLty!  Let  us  show  yoLi  how  FRIDAi'  can 
increase  produaivity  in  your  office  without  sacrihcing  qual- 
ity or  increasing  your  staff. 


IJ-JiJ,  the  Royal  7000  Word  Processing  System 

will  increase  my  office  productiiity  and  control  costs,  too! 


Name  . 


Title  . 


(  (ini/xiti)' 
Street   


ROVAL 


( I ty  state  Zip 
telephone   


ROYAL  BUSINESS  MACHINES,  INC. 

150  NEW  PARK  AVE  .  DEPT  510,  HARTFORD,  CT  06106 


Plain  Paper  Copiers  •  Electronic  Typewriters  •  Word  Processing  Systems  •  Office  Ty/teuriters  •  Roytype'^  Supplies  •  Portable  Typewriters  •  Calculators. 


WHOHYOi 
MOBOnrCOULD  UNDt 

UKEPEOPLE^ 

Every  business  has  a  hnguage  of  its  own. 
Its  own  technical  problems.  Parameters.  Benchmarks. 
"No  Trespassing'  signs.  Ground  that's  already  been  plowed  a?i 


Over 


450  people  with 
■  iiids  in  various 
■  ■j  Wanufacturing. 


Over  300  experts  from 
the  fields  of  State  arid 
Local  Government. 


More  than  120  men  and 
mmen  u'ho  have  come 
from  the  Airlines 

business. 


100  ''Listeners"  uith 
extensive  experience  in 
the  sophisticated  area 
of  Energy. 


And  many  more 
specialists  for 
other  irhimtries. 


sum  ofSperry  Corporation 


ILDUS 

TAND  YOUR  BUSINESS 
7UR  BUSINESS... 

ZNEO. 

as  ripe  for  cultivation.  Things  it  would  take  an  outsider  months, 
ot  years,  to  catch  up  with 

People  in  all  kinds  of  businesses  have  been  saying  this 
years. 

Sperry  Univac  listened. 

We  hired  dozens  of  top  professionals  from  the  fields  of 
nufacturing,  state  and  local  govemmentj  airlineSj  energy 
i  many  other  industrieSy  so  that  when  you  call  us  with  a  prob- 
ly  you  II  find  a  knowledgeable  as  well  as  sympathetic  ear  on 
other  end  of  the  conversation.  Start-up  time  is  minimized, 
z  likelihood  of  a  fast  solution  is  maximized. 

We  probably  dont  have  to  tell  you  that  for  the  past  30  years, 
'rry  Univac  computer  hardware 
I  software  have  been  setting 
rid  standards  for  quality.  What  we 
uld  like  to  tell  you  is  that  we  have 
best  ''listeners'  in  the  world,  to 
this  technical  excellence  to  work 
you.  We  hope  you  re  listening. 

SPER^Y-^^UNIVAC 

The  computer  people  who  listen. 


W  L  Ilt*Vt  .n  'Mit  ^CUJ'w;  Wl'l  Mll^  Jl/I    MO  Will /1 1 1  JWl*  I*  Uf\t.  Iff  lUAVK,  W't/I  r\,n  If^  Jin 

yim.  To  priivc  it,  simply  send  us  this  coupon,  and  ux''U  send  you  a  free 
brochure  on  u  luit  they  have  to  say  about  yoio  business  For  other  indus- 
tries, we  have  a  Genera/  Capabilities  hroehure.  Please  check  the  bro- 
chure you  want,  and  mail  this  coupon  to:  Sperry  Unwac,  Dept.  100, 
P.O.  Box  500,  Blue  Bell,  Pa.  19424. 

 Manufacturing   Airlines   Other  (specify)  

 State  or  Local  Guverrxment    —  Energy 

Name  

Title  

Company  

Street  

City  State  Zip  


S0*rrh'0»s. . . .  haw  In^i* 
dramalivtiUy  reduced.  '* 


transmission  overseas  of  a 
document,  grapiiic  or  otiier  printed 
matter  in  less  than  one  minute, 
to  multiple  points. 

Computerized  store-and- 
forward  procedures  are  being 
developed  for  use  in  connection 
with  these  new  services.  In 
addition,  it  can  be  anticipated  that 
there  will  be  movement  toward 
integration  of  all  services  into  a 
worldwide  digital  network. 

The  public  telex  and  data 
networks  have  added  many 
improvements  including  abbreviated 
dialing,  usage  and  billing  details, 
speed,  protocol  and  code 
conversion,  multicustomer 
distribution  and  delivery 
confirmation. 

The  availability  of  reliable 
international  public  and  private 
networks  has  made  it  easier  for 
a  business  to  communicate  and 
move  information  to  their  various 
offices  throughout  the  world.  Of 
significance  is  that  the  rates  for 
international  services  such  as  telex 
have  been  dramatically  reduced 
over  the  years.  Since  1970  in 
the  face  of  severe  inflationary 
pressures  in  the  general  economy, 
international  telex  rates  have 
declined  by  some  35  percent  to 
Europe,  more  than  50  percent  to  the 
United  Kingdom  and  25  percent  to 
the  Far  East. 

INTERNATIONAL  STANDARDS 

As  businesses  move  information 
out  of  the  utfice  into  the  external 
environment,  and  interface  their 
domestic  facilities  with  international 
systems  and  networks,  the  selection 
of  equipment  becomes  an  important 
concern  and  may  lead  to  problems 
of  equipment  compatibility. 
In  addition,  there  has  been  a 
proliferation  of  terminals  and  other 
equipment  requiring  carriers  and 
private  companies  to  focus  more 
intensely  on  the  development  of 
standard  interfaces. 

For  example,  there  is  a  wide 


range  of  teleprinter  terminals 
available  to  businesses.  These 
terminals  may  be  designed  to 
operate  with  different  speeds, 
codes  and  protocols. 

Word  processors  and  the 
facsimile  terminals  are  other 
examples  of  the  development  of 
non-compatible  equipment.  Not 
only  are  many  of  the  new  varieties 
of  these  terminals  incapable  of 


communicating  with  those  of  othe 
manufacturers,  but  they  are  also 
incapable  of  interfacing  with  the 
traditional  networks  for  services 
such  as  telex. 

There  are  many  reasons  for  t\ 
development  of  non-compatible 
terminal  equipment.  Many  of  the 
private  and  commercial  networks 
operating  in  the  United  States  hav 
been  developed  according  to  their 


TIME-SAVINGS  POTENTIAL 
THROUGH  OFFICE  AUTOMATION- 


TIME- 
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■1985 

Total  pie 
-  shrinks  to 
85%  of  size 


Source:  Booz  Allen  &  Hamilton 
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Information.  Without  it,  business  can't  survive.  But,  for  information  to  be 
effective,  it  must  be  communicated.  Between  people.  Between  computers. 
Between  people  and  computers. 

T-COMM  80'  is  the  latest  in  Periphonics  series  of  systems  designed  specif- 
ically to  solve  communications  and  transaction  processing  situations.  The 
system  can  support  just  about  any  number  of  different  brand  terminals  and 
host  computers.  It  can  operate  "front-end"  to  your  current  system,  or  totally 
independent.  Coupled  with  our  patented  "VOICE  PAC  2000'"'  audio  response 
package;  it  can  communicate  directly  with  field  salesmen,  branch  offices,  or 
consumers  through  a  simple  push-button  telephone. 

T-COMM  80.  It  lets  you  select  the  best  terminal  for  each  data  entry  application. 
It  lets  you  store  data  on  the  best  main-frame,  micro,  or  mini  for  the  job.  It  lets 
you  access  any  data  base  you  have.  It  lets  you  communicate  information.  Easy. 

Periphonics  @ 

PERIPHONICS  CORPORATION,  An  Affiliate  of  E^ON  Corporation, 

World  Headquarters:  75  Orville  Drive, 
Bohemia,  N.Y.  11716  (516)  567-1000 


»  Trademark  of  Periphonics  Corporation 
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international  carriers  hat 
moved  to  resolve  mat 
problems  of  incompatihility^ 


discrete  requirements,  using 
equipment  and  facilities  that  were 
considered  cost  effective  and 
reliable  to  perform  their  specialized 
applications.  Problems  of 
non-compatibility  arise  when  the 
users  of  those  networks  decide  to 
move  information  externally, 
particularly  across  national 
boundaries. 

When  the  many  European 
telecommunications  administrations 
began  to  develop  their  data 
communications  market,  they  had 
the  advantage  of  drawing  upon  the 
experience  of  the  U.S.  market.  With 
the  benefit  of  this  perspective,  they 
sought  to  improve  the  U.S.  data 
communications  protocols  for  use  in 
their  own  market  and  proceeded  to 
set  up  their  own  networks.  Because 
the  U.S.  and  European  systems 
were  not  compatible,  this  has 
adversely  impacted  the  abilitv  of 
U.S.  manufacturers  to  sell  their 
standard  products  overseas. 

This  lack  of  standards  has  been 
overcome  in  some  small  part  by  the 
creation  of  computer  controlled 
interfaces.  Where  the  variety 
of  terminal  equipment  for  a 
particular  application  is  small,  the 
interposition  of  a  software  program 
to  convert  equipment  protocols  and 
speeds  has  been  quite  successful. 
Where  the  variety  of  terminal 
equipment  is  large,  such  as 
with  non-compatible  facsimile 
equipment,  much  less  success 
has  been  achieved. 

The  international  carriers  have 
moved  to  resolve  many  problems  of 
non-compatibility  by  developing 
value-added  services  interfacing 
with  the  worldwide  telex  system. 
These  have  included  the  acceptance 
of  subscriber  telex  traffic  at 
switching  centers  at  different 
speeds,  codes  and  formats  on  a 
store-and-forward  basis.  For 
example,  while  international  telex 
service  operates  at  the  transmission 
rate  of  50  baud,  66  words  per 
minute,  a  customer's  telex  traffic 


can  be  accepted  at  significantly 
higher  speeds,  held  in  storage 
and  then  retransmitted  at  the 
telex  standard. 

>MPATTBfITTV 
The  problem  of  compatibility 
has  also  been  addressed  by 
telecommunications  professionals 
from  all  over  the  world  through 
the  Consultative  Committee  on 
International  Telephone  and 
Telegraphy  (CCITT)  of  the 
International  Telecommunications 
Union  (ITU). 

An  important  part  of  the  work 
of  the  CCITT  is  to  recommend 
standards  for  equipment  codes  and 
transmission  protocols  so  that  the 
equipment  and  networks  in  one 
country  will  be  compatible  with 
those  in  all  other  countries. 

Participation  in  CCITT  study 
groups  is  open  to  government 
telecommunications  administrations, 
recognized  private  operating 
agencies  such  as  the  U.S. 
international  communications 
carriers  and  scientific  and  industrial 
organizations.  When  any 
recommended  standard  comes  to 
a  vote,  each  country  has  only 
one  vote  regardless  of  size  or 
number  of  members  involved. 

The  CCITT  has  adopted 
recommendations  specifying 
multilevel  protocols  which  provide  a 
standard  access  to  the  network,  a 
standard  signalling  and  subscriber 
numbering  system,  and  standard 
error  correction  and  transmission 
techniques  for  international 
operation. 

For  many  types  of  equipm.ent, 
the  formulation  of  standards  is 
progressing  steadily.  Standards  for 
facsimile  machines,  for  instance, 
have  been  approved.  While  most 
U.S.  operational  facsimile  terminals 
are  low-speed  and  medium-speed 
analog,  most  designed  for 
commercial  international  facsimile 
service  are  high-speed  digital 
machines.  For  these  facsimile 


machines  to  be  compatible,  a  CC 
study  group  has  recommended 
highly  efficient  data  compression 
codes  and  protocols  that,  when 
used  in  equipment,  will  result  in 
compatibility  with  all  digital 
facsimile  machines  operating  in  t 
sub-minute  class.  The  CCITT  is  a 
developing  standards  for  more 
advanced  facsimile  machines  to  t 
used  on  public  data  networks,  su 
as  packet  switched  and  circuit 
switched  data  networks. 

Already  a  number  of 
manufacturers,  both  U.S.  and 
foreign,  are  designing  facsimile 
equipment  to  meet  these  evolvin 
standards.  This  will  permit  all 
machines  irrespective  of  where 
manufactured  or  located,  to 
communicate  with  each  other,  at 
least  within  the  three  principal 
groups:  low-speed  convenience  ( 
6  minute  per  page);  medium-spe' 
operational  (2  to  3  minutes);  and 
high-speed  digital  (sub-minute). 

WORD  PROCESSING 

Work  is  also  progressing  in  the 
word  processing  area.  For  examp 
CCITT  has  developed  interface 
standards  for  a  word  processor 
to  communicate  with  another 
processor  of  a  different 
manufacturer.  Common  protocol 
standards  are  also  being  develop 
for  word  processors  to  communi( 
with  advanced  facsimile  terminal 
The  development  of  Europea 
data  networks  is  being  heavilv 
sp.onsored  by  their  respective 
governments,  whose  substantial 
expenditures  in  this  area  are  grea 
accelerating  their  use.  Foremost 
among  these  efforts  are  the  Frenc 
Antiope  program,  the  United 
Kingdom  Prestel  program.  West 
Germany's  Bildschirmtext  and 
Datex-P  programs  as  well  as 
Canada's  Telidon  system.  These 
novel  programs  use  the  latest 
advances  in  electronic  and 
communications  technologies  to 
make  great  amounts  of  up-to-datt 


There's 
simply  no 

better  way  to 
automate 

your  office. 


If  you're  taking  steps  to 
utomate  your  business,  here 
re  two  ways  to  take  a  lot  of 
[eps  at  once. 

Wang  Office  information 
ystems  and  the  Wang  VS 
imily  of  computers. 

While  most  systems  on  the 
larket  perform  one  or  two  functions, 
/ang  office  systems  can  do  it  all  -  data 
rocessing,  word  processing,  elec- 
onic  mail  and  telecommunications. 

What's  more,  Wang  systems  let  you 
itegrate  these  functions  to  maximize 
3ur  productivity.  So  a  single  operator 
an  move  from  checking  invoices  to 
omposing  correspondence,  to 
diting  documents,  to  revising  data 
es,  to  accessing  host  data,  to  distrib- 
ting  messages  and  memos -and 
lenty  more.  All  from  a  single  multi- 
inction  workstation. 

Choose  the  VS  if  data  process- 
ig  is  the  mam  thrust  of  your  office 
jtomation  plans.  Or  a  Wang  Office 

1980  Wang  Laboralories,  Inc..  Lowell,  MA  01851 


You  simply  can't  do  better 
Let's  face  it:  wnat  you're 
looking  for  in  an  office  auto- 
mation tool  is  productivity. 
For  now  and  later. 

And  productivity  is  what 
Wang  is  all  about. 

 1 

I  want  to  put  it  all  together. 
Tell  me  more  about  Wang 
office  automation  systems. 


-Zip- 


Information  System^  if  word  pro- 
cessing IS  your  primary  need.  Either 
way,  you  won't  find  a  comparable 
system  anywhere  with  this  much 
integrated  capability  and  this  much 
simplicity  at  the  workstation  level. 


Telephone   -  

Send  to.  Wang  Laboratories,  Lowell.  MA  01851 
(617)  459-5000 

MA1/FB31 


WANG) 


Making  Iba  world  moie  producllve. 
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The  ubiquitous  office  copier  has 
become  a  standard  element  in 
carrying  out  the  daily  routine  of 
American  business.  Over  the 
last  several  years,  progress  in 
office  copier  equipment  de- 
velopment has  been  generally 
limited  to  new  features  which 
give  added  flexibility  or  better 
quality  to  on-site  document  re- 
production. These  features  in- 
cluded increased  operating 
speed,  better  contrast  control, 
improved  auto  feed  and  colla- 
tion. Now  a  new  area  of  equip- 
ment development  is  taking 
place.  Sophisticated  office 
copiers  are  being  integrated  into 
the  electronic  message  transmis- 
sion phase  of  interoffice  com- 
munications. 

One  of  the  newest  develop- 
ments, which  weds  facsimile 
with  xerography,  is  a  piece  of 
equipment  that  can  receive  high 
quality  facsimile  messages  from 
distantly  located  compatible 
machines  and  replicate  them  in 
quantity  without  intermedi- 
ate manual  handling.  Such 
machines  will  be  able  to  auto- 
matically transmit  a  multipage 
document  to  a  distant  point 
where  it  could  be  received  as  a 
single  document  or  in  multiple 
copies.  With  some  of  the  more 
sophisticated  transmission  net- 
works becoming  available  in  the 
United  States,  Western  Europe 
and  Japan,  the  original  docu- 
ment could  be  simultaneously 
delivered  —  again  in  quantity  — 
to  several  distant  locations. 
When  this  machine  is  not  using 
its  communication  capability,  it 
can  be  used  in  the  traditional 
manner — as  a  stand-alone  paper 
copier. 


information  available  to  both 
business  and  individual  users 
on  demand. 

While  international  standard- 
ization of  telecommunications 
equipment  is  desirable,  many  U.S. 
companies  will  be  adversely 
affected  due  to  the  new  interface 
requirements.  This  will  be  caused 
by  the  difficulty  and  cost  of 
applying  the  new  standards  to  the 
present  population  of  equipment. 
For  this  reason,  it  may  take  several 
years  for  U.S.  companies  to 
integrate  their  equipment  into  the 
new  international  standards.  In  the 
meantime,  as  indicated, 
international  carriers  are  helping  to 
overcome  these  problems  by 
applying  various  computer 
controlled  interfaces  to  the 
international  telex  and  data 
systems. 

EXPANDING  ACCESS 
TO  INTERNATIONAL 

COMMT^viCATTONS  FACILITIES 
In  moving  information  into 
international  markets,  more 
companies  in  a  much  broader  range 
of  U.S.  cities  are  now  able  to  access 
directly  the  overseas  networks  of 
the  international  carriers. 
Previously,  these  carriers  were 
limited  to  providing  services  directly 
to  customers  only  within  the  city 
limits  of  five  gateways;  New  York, 
San  Francisco,  Washington,  D.C., 
Miami  and  New  Orleans.  In  the 
summer  of  1980,  the  Federal 
Communications  Commission 
granted  applications  of  the 
international  carriers  to  provide 
international  access  directly  to 
customers  in  a  total  of  26 
metropolitan  areas.  Recent 
authorization  was  given  to  add 
service  to  metropolitan  areas 
of  six  more  cities. 

The  expansion  of  direct 
international  services  enables 
businesses  to  obtain  the  benefits  of 
more  direct  and  flexible  access  to 
the  international  telex  networks 


without  intermediate  handling  by 
other  carriers. 

Certain  international  carriers 
have  also  applied  to  the  FCC  to 
permit  their  subscribers  to  exchan 
domestic  traffic.  At  the  present 
time,  these  subscribers  are  restrict 
by  regulatory  policy  to  internation 
calls  only.  The  lifting  of  this 
artificial  restraint  will  help  achievt 
more  efficient  and  cost  effective 
use  of  equipment. 

In  addition,  because  of  the 
increasing  complexity  of  the 
equipment  and  systems  used  to 
exchange  information  among 
business  offices,  there  is  a  need  fc 
better  trained  and  broader  scope 
sales  personnel,  purchasing  agent 
and  communications  managers  so 
that  business  users  are  fully  awan 
of  equipment  and  service  potentic 

CONC1  USION' 

It  is  important  to  recognize  today 
that  business  organizations,  both 
the  U.S.  and  other  countries,  hav' 
become  more  international  in  scof 
Thus,  it  has  become  necessary  for 
these  organizations  to  transfer 
information  more  efficiently  and 
economically,  using  advanced 
technology  to  do  the  job  in  an 
integrated  system  which  collects 
and  disseminates  information  hot. 
nationally  and  internationally. 

From  the  track  record  so  far, 
it  is  evident  that  international 
business  communicators  —  both  ir 
the  U.S.  and  overseas  —  will  bene 
by  the  continued  advances  in 
teclinology.  Wider  choices  of 
services  and  terminal  equipment 
combined  with  more  direct  and 
flexible  access  to  international 
carriers  will  bring  new  levels  of 
efficiency  to  business  operations. 

How  a  business  decides  whic 
equipment  or  service  is  best  for  it 
need  requires  careful  analysis  of 
what  it  wants  to  accomplish.  As 
the  basic  movers  of  information, 
international  earners  can  assist 
in  realizing  these  objectives. 
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The  Xerox  860 
gives  your  organization 
better  organization. 

It's  been  said  that  every  organization 
runs  on  information. 

That's  true.  The  problem  is,  with  so 
much  information  around,  how  do  you 
avoid  being  overrun  by  it? 

You  organize  it.  With  die  Xerox 
860  information  processor 

The  860  helps  you  create,  edit  and 
otherwise  manage  words. 

It  also  helps  you  compute,  do 
statistics  and  odierwise  manage  numbers. 

Then  it  veiy  wisely  remembers 
everytliing  it's  done  for  future  reference. 

But  why  should  the  860  keep  tliis 
valuable  information  all  to  itself? 

If  you  plug  it  into  die  Xerox  Infor- 
mation Outlet,  the  860  will  gladly  share 
what  it  knows  with  other  office  macliines, 
tliioLigh  a  Xerox  Ethernet 
cable.  Thus  making  it  much 
easier  for  you  to  get  vast 
amounts  of  information 
from  one  office  to  another 

As  your  needs  grow, 
you  can  plug  in  diflerent 
office  machines— even  ones  ' 
that  aren't  made  by  Xerox— and  the  860 
will  communicate  widi  them  just  as  well. 

To  find  out  more  about  the  Xerox 
860,  write  Xerox  Corporation,  P.O.  Box 
470565,  Dallas,  Texas  75247,  and  we'll  be 
happy  to  send  you  additional  information 

Very  neatly  organized. 

XEROX 


.fhforniaf  ion 
Outlet 

(•< 

XEROX 


, . .  white'Collar  produetivii 
has  been  virtually  at  a  standstill 


.   aS  an 
HON  SYSTEM 

by  A.J.  McGill 
Vice  President  of  Marketing 

AT&T 


The  decade  of  the  80s  promises  to 
offer  business  challenges  unlike 
any  experienced  in  the  past.  The 
traditional  need  to  maintain  a 
strong  capital,  revenue  and  expense 
relationship  while  managing 
external  and  internal  influences  will 
be  complicated  by  the  lack  of 
established  guideposts  for  corporate 
leaders  to  follow. 

Many  companies,  in  order  to 
maintain  competitive  strength  and 
growth,  will  expand  into  new 
markets  and  further  penetrate 
current  ones.  Foreign  and  domestic 
competition  will  increase  and 
geographic  expansion  will  continue 
at  a  faster  rate.  New  and  diverse 
operations  bring  the  need  to 
manage  both  a  variety  and  an 
increased  number  of  remote 
locations.  All  these  issues  coupled 
with  increased  or  decreased 
regulation  and  consumerism,  such 
as  that  occurring  in  the  chemical, 
airline  and  utility  industries, 
provide  a  hint  of  the  kind  of 
complexity  facing  the  business 
community. 

At  the  same  time,  there  has 
been  and  continues  to  be  a  shift 
in  the  work  force.  In  1965,  the 
blue-collar  group  represented 
55  percent  of  the  work  force  as 
compared  to  45  percent  for  the 
white-collar  group.  Current 
projections  suggest  this  relationship 
will  be  reversed  by  1988. 
Unfortunately,  this  increased 
dependency  on  the  white-collar 
worker  offers  complications  in  itself. 

In  the  last  few  years, 
white-collar  productivity  has  been 
virtually  at  a  standstill,  while 
energy  costs  and  the  price  of  money 
have  doubled.  In  addition,  the 


average  production  worker  depends 
on  about  $50,000  worth  of 
equipment.  By  contrast,  the  average 
office  worker  is  supported  by  only 
about  $2,000  worth  of  equipment. 

The  corporation  must  solve  the 
problems  of  improved  productivity 
of  the  white-collar  "knowledge 
worker"  while  handling  the 
unpredictable  external  influences. 
In  short,  the  industrial  revolution 
of  the  late  1800s  must  give  way 
to  the  information  revolution  of 
the  late  1900s. 

A  ROLL  FOR 
COMMT  JNTCATTONS 

Many  of  the  solutions  to  these 
problems  lie  in  the  proper  use  of 
telecommunications  and  advanced 
information  management  systems. 
The  element  of  control  so 
fundamental  to  the  efficient 
operation  of  a  multi-national 
enterprise  will  improve  dramatically 
when  information  from  any 
available  data  base  can  be  accessed 
by  a  manager  almost  instantly.  This 
will  shorten  decision-making  and 
problem-solving  intervals. 

Information  management, 
therefore,  has  enormous  potential 
for  solving  very  real  business 
problems.  Through  appropriate 
and  well-designed  information 
management  systems,  ways  can  be 
found  to  improve  the  quality  of 
management  decisions,  improve 
growth  in  productivity,  manage 
scarce  resources  more  preciselv  and 
afford  improvements  in  the  quality 
of  workers'  lives. 

In  focusing  more  quantitatively 
on  the  needs  of  the  office 
environment,  businesses  are 
spending  approximately  $660  billion 
today  on  office  communications. 
Depending  on  the  specific  industry 
examined,  this  expenditure 
constitutes  anywhere  from  20  to  80 
percent  of  total  operating  expenses. 
A  predominant  portion  of  this 
enormous  amount  is  spent  on 
manual  communications  processes. 


.  .  AL  COMMT 'NirATTOv  ^ 
IMBALANCE 

The  bulk  of  this  expense  relates  tc 
telephone  communications  at  30 
percent,  face-to-face  meetings  at 
42  percent  and  document-based 
communications  or  mail  at  25 
percent.  A  much  smaller  portion, 
roughly  3  percent,  is  spent  on  dat 
communications,  video  and  imagt 
or  facsimile  solutions  combined. 
These  costs  are  high  because  they 
reflect  not  only  equipment  and 
vendor  costs  such  as  plane  tickets 
vehicles,  paper  and  phone  bills, 
but  also  the  salaries  of  end-users 
associated  with  functions  involvin 
time  spent  on  the  phone,  writing 
travelling.  Further  adding  to  the 
cost  of  communicating  are  salaries 
tor  staff  employees  who  must 
manage  communications  processe 
—  including  terminal  operators  an 
mail  room  and  other  support 
workers. 

Approximately  80  to  85  perce: 
of  the  $660  billion  is  related  to 
people  expense.  Only  about  10 
percent  is  spent  on  electronically 
aided  communications.  Analysis  c 
the  manner  in  which  managers 
employ  their  time  makes  it  clear 
why  labor-related  expenses  are  so 
high. 

Nearly  95  percent  of  the  time 
an  upper-level  business  manager 
spends  on  the  job  is  devoted  to 
manual  communications  processes 
with  the  majority  being  spent  in 
face-to-face  meetings,  reading, 
writing  and  speaking  on  the 
telephone.  This  leaves  little  time  f 
decision-making  and  uninterrupte 
problem-solving  activities  —  prima 
responsibilities  of  such  an  executi^ 
The  time  it  takes  to  use  currently 
available  tools  to  communicate  is 
so  great  the  manager's  day  is 
dominated  by  manipulation  of 
information  tools,  rather  than 
manipulation  of  information 
substance. 

Currently,  another  part  of 
the  office  organization  involves 
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The  Lanier 
No  Problem" 
Typewriter 
can  pay  for  it- 
self in  one  year. 

can  prove 
it  in  your  own 
office!  Right  now. 


It's  true.  One  typist  with  a 
Lanier  No  Problem  typewriter 
can  do  work  as  fast  as  2  or  3 
people  using  ordinary  electric 
typewriters. 

These  savings  alone  could 
pay  for  a  No  Problem  typewriter 
in  one  year.  Or  less. 

That's  just  the  beginning. 
Even  office  expenses  such  as 
floor  space  and  filing  are 
reduced.  Paperwork  gets  done 
faster  and  more  accurately. 

The  No  Problem  concept 

The  Lanier  No  Problem 
electronic  typewriter  is  multi- 
use,  with  extraordinary  powers. 

It  speeds  up  your  everyday 
typing  like  no  ordinary  type- 
writer can. 

Your  secretary  prepares 
pages  on  a  TV-like  screen 
instead  of  on  paper. 

Changes  and  corrections  are 
made  right  on  the  screen. 

No  whiteouts.  No  erasures. 
No  false  starts. 

You  get  your  work  back 
faster  and  it's  right  the  first  time 


Up  to  40 
pages  can  be  stored  on 
a  single  memory  disc.  And 
letter-quality  printing  is  done  at 
less  than  30  seconds  per  page. 
Many  typewriters  in  one 
The  No  Problem  typewriter 
can  perform  additional  tasks 
simply  by  inserting  different 
No  Problem  Smart  Discs.™ 


Lanier  's  unique 
Smart  Discs 
use  the  same 
medium  as  the 
storage  discs. 


Want  to  add  and  subtract, 
multiply  or  divide?  Insert  the 
Math  Master  Smart  Disc. 

Other  Smart  Discs  enable  you 
to  sort  long  lists,  prepare  per- 
sonalized standard  letters  and 
even  keep  track  of  yoi^ 
timekeeping. 


LnMlER 


The  No  Problem  Trial 

When  Lanier  places  a  No 
Problem  typewriter  on  trial  we 
do  more  than  plug  it  in  and  leave. 

We  help  you  become  more 
productive  the  first  day. 

The  No  Problem  typewriter 
has  proven  itself  in  thousands  of 
offices  from  coast  to  coast.  We'll 
show  you  how  it  works  with 
your  applications  in  your  office. 
So  why  wait? 
The  Lanier  No  Problem 
typewriter  is  available  today 
to  solve  today's  office  problems. 

Send  this  coupon  to  set  up  an 
immediate  appointment  or  call: 
(800)  241-1706. 

Except  in  Alaska  iir  Hawaii.  In  Georgia, 
call  collect  (404)  321  1244. 

Yes,  I'd  like  to  know  more  about  the  No 
Problem  Trial  Offer! 

Name  

Title  


Phone . 


Best 

.  Time  To  CalL 


Firm  Name. 
Address  


-County. 


City_ 


.State_ 


.Zip. 


What  kind  of  typing  or  word  processing 
system  are  you  using  now? 

I^niei-  Business  Products,  Inc. 

1700  Chantilly  Dr.  ME,  Atlanta.  GA  30^24 

 ^^^^_PJ_ 

*Trial  charges  may  be  applied  toward  your 
No  Problem  typewriter  purchase. 
©1981  Lanier  Business  Products,  Inc. 


The  No  Problem  Typewriter.  It  does  more  than  just  type. 
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. . .  future  office  environmen 
will  extensively  reduce  manu 
communications  burdens 


secretarial  support.  A  full  75  percent 
of  secretarial  time  is  spent  in 
document  handling,  including 
typing,  dictation,  copying,  filing 
and  in  taking  telephone  calls  and 
messages.  As  with  the  executive, 
this  time  is  manually  intensive. 

This  situation  is  substantially 
the  same  for  all  classes  of 
white-collar  workers  (executives, 
managers,  knowledge  workers, 
secretaries  and  clerical  support 
personnel)  in  corporations  today. 
Each  category  of  white-collar  office 
worker  experiences  similar  high 
levels  of  time  commitment  to 
manual  communications  processes. 
There  is  relatively  little  in  the  way 
of  automation  that  these  individuals 
have  available  to  them. 

NEW  TECHNOLOGIES 
EMERGING 

This  distinct  lack  of  advanced 
communications  capabilities  is 
precisely  the  problem  that  must  be 
solved  to  allow  management  to  step 
up  to  the  challenges  of  the  80s.  The 
solutions  are  being  developed  in 
varying  forms  by  a  multitude  of 
vendors,  all  attracted  to  the 
enormous  opportunity  the  office 
automation  marketplace  will  make 
available. 

For  the  end-user  corporation 
and  its  management  staff,  this 
development  activity  will  bring 
numerous  options  in  areas  such 
as  telecommunications,  data 
processing,  word  processing  and 
terminals  that  will,  when  provided 
in  a  way  sensitive  to  human 
interface  needs,  deliver  the 
information  management  system 
so  greatly  needed. 

The  question  that  remains, 
therefore,  is,  "What  will  these 
systems  look  like  in  terms  of  their 
components,  communications 
capabilities,  terminal  devices  and 
architectural  structure?"  Today, 
the  majority  of  communications 
expenditures  are  on  voice-based 
systems,  with  data  communications 


representing  a  smaller  but  rapidly 
growing  segment  at  an  18  to  22 
percent  increase  per  year.  Even  by 
1990,  well  over  half  these  dollars 
will  still  be  spent  on  voice 
communications.  Data  will  still  be 
growing  rapidly.  And  by  the  year 
2000,  this  relationship  will  continue 
to  hold. 

In  the  future,  both  voice  and 
data  communications  will  be 
transmitted  in  digital  form  as  this 
technology  steadily  overtakes 
conventional  technology  on  a 
price/performance  basis.  Many 
different  kinds  of  systems  will  grow 
in  sophistication  in  both  the  voice 
and  data  arenas.  Technology  will 
continue  to  improve  basic  and 
advanced  voice  communications  so 
they  will  remain  the  most  natural 
and  preferred  mode  of  interpersonal 
communications. 

ENHANCED  VOICE 
COMMUNICATIONS 
The  ability  to  store  voice  messages 
for  future  delivery  will  emerge  in 
systems  to  allow  individuals  to 
broadcast  to  a  number  of  recipients 
by  dictating  a  single  message.  In 
addition,  non-interactive  or  stored 
voice  communications  will  deliver 
pre-recorded  messages  in  the  event 
the  called  party  is  busy.  This  will 
improve  productivity  and  reduce 
the  frustration  now  experienced 
•when  phones  are  busy  or  when 
called  parties  are  not  available. 

Other  emerging  services  will 
include  the  provision  of  advanced 
call  management  systems  that 
will  permit  orderly  handling  of 
voice  or  data  "calls",  in  and  out,  in 
mass-calling  customer  service 
situations.  Audio  response  and 
recognition  systems  have  been  and 
will  continue  to  be  improved.  A 
major  breakthrough  will  occur  when 
systems  recognize  continuous 
speech  —  regardless  of  the  user. 

The  "office  of  the  future"  will 
reflect  massive  improvements  in 
voice  communications.  Coupled 


with  data  communications 
techniques,  these  improvements 
will  dramatically  streamline  mese 
communications  processes  whetl 
such  messages  are  in  voice  or  da 
format. 

In  the  data  communications 
arena,  there  will  be  continuing 
growth  of  information  managem 
systems  such  as  communicating 
text  editors,  electronic  document 
communications  or  mail  systems 
electronic  filing  systems  and 
sensor-based  systems  —  like  th( 
used  for  energy  conservation.  Th 
improvements  will  come  in  an 
evolutionary  manner  with  a  majc 
breakthrough  in  that  evolution 
occuring  with  the  integration  of 
all  these  office  systems.  This 
breakthrough  will  manifest  itself 
through  the  availability  of  an 
architecture  that  allows  the  user 
the  future  office  environment  to 
access  information  anywhere  in  t 
system  from  any  convenient  poii 
on  the  system.  Information  will 
reach  the  end-user  via  workstatii 
and  will  be  sent  or  received  in  ai 
communications  mode  the  user 
chooses,  such  as  voice,  image,  tt 
or  even  video.  In  many  cases, 
information  will  be  transmitted 
either  within  a  given  location  or 
between  locations  via  high-speec 
wide-band  highways.  The  more 
highway  capacity  there  is  availat 
economically,  and  the  more  systt 
capabilities  are  subject  to  user 
modification  through  programmi 
changes,  the  more  ways  manage 
will  find  to  use  them. 

FLEXIBLE  ARCHITECTURE 
To  be  efficient  and  provide 
total  information  management 
capabilities,  the  system  architecti 
will  require  a  common  set  of 
operating  parameters  so  any  nev* 
processor,  transmission  facility  o 
peripheral  terminal  device  can  bt 
added  to  the  system.  This  will 
ensure  a  high  degree  of  flexibilit; 
and  growth  potential  in  office 
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The  latest  technological  advances  in  copier 
design  and  engineering  including  an 
advanced  electronic  micro  processor,  a 
straight,  safe  paper  path  and  an  efficient,  dry 
toner  system  have  earned  the  Royfax  1 15 
the  highest  reliability  ratings! 

Now  we've  incorporated  this  same 
remarkably  reliable  technology  in  a  copying 
system.  The  new  Royfax  130R. 

30  RELIABLE  COPIES  PER 
MINUTE.  The  new  Royfax  130R  delivers  up 
to  30  clear,  crisp,  permanent,  dry  copies  per 
minute  on  a  variety  of  paper  stocks  ranging 
up  to  11"  X 17".  Dual  paper  cassettes  make 
changing  paper  sizes  a  snap! 

RELIABLE  REDUCTION.  The 
Royfax  130R  can  reduce  original  documents 
as  large  as  1 1 "  x  1 7"  down  to  a  manageable 
8V2"  X  1 1 ".  That  will  take  the  load  off  your 
filing  system,  provide  file  security  and  reduce 
mailing  costs,  too. 

RELIABLE  DOCUMENT  FEED  AND 
SORTER  OPTIONS.  The  Royfax  130R  has 
an  optional  document  feeder  that  automatically  aligns,feeds  and 
"tracks"  each  oriqinal  ^  

*u        utu  I  '  ROYAL  BUSINESS  MACHINES.INC,  Dept.  510 

through  the  copy  cycle.         .  150  New  Park  Avenue 

Hartford,  CT  06106 


A 15  bin  sorter/collator  is  another 
option  to  increase  office  efficiency 

and  productivity. 

ir S  AFFORDABLE.  The  Royfax 

130R,  with  its  low  "down  time,"  costs  less 

than  even  the  least  expensive  Xerox 

reducing/sorting  system! 

The  new  Royfax  130R.  It  fills  all  your 

copying  needs  at  a  cost  you  can  afford. 


OK,  Royal,  give  me  the  facts  on  tfie  reliable  Royfax 
copiers  and  how  they  can  increase  office 
productivity  at  a  cost  I  can  afford! 
I    ROYFAX  115 


ROYFAX  130R 


IITLE  

COMPANY. 
ADDRESS 

CITY  


.PHONE. 


STATE 


ZIP.. 


B  registered  trademark 
Corporation. 


ROYAL  BUSINESS  IWIACHINES,  INC. 


ROVAL 


OWce  Typewriters  •  Plain  Paper  Copiers  •  Electronic  Typewriters  •  Text  Editing  Typewriters  •  Word  Processing  •  Roytype "  Supplies 


**It^s  beautiful  what  your  bucks  will  buy 

from  Ohio  Scientific.^* 


Ohio  Scientific  was  first  to  add  Winchester  hard  disk  drives  to 
microcomputers.  This  advanced  technology  allows  low  cost  micro 
computers  to  store  over  100  times  as  much  information  on  line 
as  they  could  before. 

"Our  Challenger  C3-B  has  been  running  almost  24  hours  a  day  for 
the  last  18  months  keeping  track  of  countless  details  of  our  business. 
The  Challenger's  real  time  clock  allows  repetitive  jobs  to  be  scheduled 
months  in  advance,  and  runs  them  without  operator  intervention  when 
the  time  comes.  For  example,  every  morning  at  3  AM  our  Challenger 
knows  it  is  time  to  update  all  the  day's  accounting  records  including 
the  P&L,  General  Ledger,  and  Payables.  It  knows  when  it  is  time  to  file 
a  tax  return,  and  it  makes  out  the  quarterly  reports.  When  it  is 
through  with  all  of  this,  it  writes  the  checks.  Periodically  it  does 
a  comprehensive  advertising  analysis  and  updates  any  other 
files  that  are  necessary." 


"Running  our  retail  stores  sure  has 
been  easier  since  our  Challenger 
computer  came  to  work  for  us.  We  use  it 
for  Accounts  Receivable,  Accounts  Payable, 
Payroll,  General  Ledger.  It's  most  important 
in  Inventory  Control.  We  must  know  what 
we  have  and  haven't.  Now  we  do,  daily 
Terrific!  Ohio  Scientific!' 

Henry  Felkey,  Division  Manager, 
Schwartz-Klines 
New  Philadelphia,  Ohio 


"Our  Challenger  gives  us  more  control 
of  scrap  from  our  blown  film  extrusion 
operation.  By  putting  shift  reports 
through  the  computer,  we  spot  waste 
immediately.  Whether  the  problem 
is  the  extruder  or  the  operator 
it's  corrected  fast.  Wasted 
material  is  wasted  money! 

Wayne  Johnson.  Controller  Wyard 
'mm  Industries.  Cambridge.  Minnesota 

Ohio  Scientific  hard  disk  based 
microcomputers  start  at  less  than 
$10,000.  And  are  sold  by  more  than  400 
dealers  nationwide.  For  the  one  nearest 
you,  call  1-800-321-6850,  TOLL  FREE. 
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a  Aif^^^^r^  Company 
1333  SOUTH  CHILLICOTHE  ROAC 
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OFHCE 
REVOLUTION, 
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hrases  like  "office 
automation"  and  "office 
of  the  future"  hardly 
describe  all  that's 
happening. 

The  fact  is,  organiza- 
tions of  every  size  are 
finding  themselves 
forced  to  change  the 
way  they  handle  and 
communicate  information. 

Word  processing  is  just  the 
beginning.  Technology  being 
developed  now  will  completely 
transform  the  workplace 
within  this  decade. 

Because  Honeywell  has 
been  in  the  automation  busi- 
ness for  close  to  100  years, 
many  companies  are  turning 


to  us  for  help  in  making  this 
vital  transition. 

They  know  we  have  the 
technology  they  need  today. 
And  more  importantly,  that 
we  will  have  the  technology 
needed  two,  five,  and  ten 
years  from  now. 

Our  vast  resources  will 
help  assure  that. 

This  Office  Revolution  may 
well  be  to  the  20th  century 


what  the  Industrial 
Revolution  was  to  the 
19th.  To  understand  this 
is  to  know  why  you 
should  be  working  with 
Honejrwell. 

For  more  informa- 
tion, write  Laurie 
Reeves  at  Honeywell, 
2223  Washington  Street, 
3  Newton  Executive  Park, 
Newton,  MA  02162. 
Please  specify: 

□  further  information 

□  sales  presentation 

□  product  demonstration. 
Or  call  800-225-3222/3 
(within  the  617  area,  call 
552-2048). 


Honeywell 


L  COMMUNICATIONS  J 


. . .  the  emerging  work* 
majority,  the  'knowledge  workers. 


systems.  Intelligence  within  various 
components  of  the  office  system 
will  make  protocol  and  media 
conversion  possible,  both  of  which 
will  be  needed  to  minimize  the 
problems  of  dissimilar  terminal 
devices. 

Such  an  architecture  will 
become  critical  when  the 
information  system  is  needed  to 
reach  multiple  corporations,  at  both 
the  domestic  and  international 
locations. 

Use  of  these  new  capabilities 
will  be  developed  and  driven  by  the 
users  themselves  similar  to  the 
phenomenon  of  the  60s  —  when 
users  of  data  processing  systems 
were  responsible  for  creation  of 
many  of  the  applications  considered 
basic  and  commonplace  today. 

Over  time,  the  information 
system  that  will  become  available  to 
the  office  worker  will  streamline 
each  phase  of  the  communications 
process.  The  user  will  be  able  to 
prepare,  transmit,  receive,  store 
and  retrieve  any  and  all  messages 
electronically.  It  is  also  likely  that 
the  sophisticated  system  will 
permit  user  input  via  voice-based 
commands.  The  result  will  be  voice 
creation  of  text  and,  beyond  that, 
verbal  interaction  with  a  host 
processor. 


ELECTRONIC  MAIL 

Messages  and  information  will  be 
received  via  a  form  of  "electronic 
mailbox"  where  the  system  will 
output  messages  in  any  appropriate 
form,  whether  audible,  visual  or 
hard  copy,  to  meet  the  needs  of  the 
m.anager. 

Dependent  on  the  location  or 
environment  of  the  receiver,  the 
system  must  be  able  to  deliver 
in  any  number  of  modes.  If  the 
manager  is  enroute  to  a  meeting  in 
a  vehicle,  a  mobile  terminal  would 
most  likely  read  the  mail  and 
provide  information  in  voice  form. 

The  office  system  must  also 


POTENTIAL  1985  SAVINGS  IN  LESS  PRODUCTIVE  TIME 


ACTIVITY 
Seeking  Information 

Waiting/Idle 

Organizing  Work 

Expediting 

Seeking  People 

Ail  Other 


AVERAGE  PERCENT  OF  ACTIVITY  TO  BE  SAVED 


40% 
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   -  24% 
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30 


40 
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Source:  Booz  Allen  &  Hamilton  Managerial/Professional  Productivity  Study-I8i 


support  requirements  for  personal 
services  such  as  electronic  reminder 
files,  calendars,  computing  and 
expense  tracking.  Calendar 
management  alone  will  improve 
secretarial  efficiency  and  make 
management  time-scheduling  a 
much  more  efficient  process. 

Considering  all  that  has  been 
discussed  to  this  point,  it  becomes 
clear  that  information  management 
capabilities  anticipated  for  future 
office  environments  will  extensively 
reduce  manual  communications 
burdens  of  today.  These  capabilities 
will  bring  about  creation  of  a 
workplace  where  productivity 
improvements  will  occur.  However, 
there  are  risks  associated  with  the 
automation  of  communications 
processes,  specifically  in  the  area 
of  human  factors. 

GAINING  ACCEPTANCE 
It  is  important  for  users  and 
vendors  to  consider  the  human 
factor  aspects  of  systems  changes, 
the  need  for  end-user  and 
management  education  throughout 
implementation,  and  the  potential 
impact  these  processes  will  have 
on  organizations  and  personnel. 

Current  work  and 
communications  habits  are  deeply 


ingrained  and  change  will  be 
difficult  to  manage.  That  is,  hum 
factors  will  make  or  break  systerr 
offerings.  The  potential  users  of 
these  systems  should  move 
cautiously.  It  must  be  understooc 
that  office  solutions  will  evolve  o 
time.  This  will  be  due  to  changin 
technology,  continuing 
price/performance  improvement  i 
the  ability  of  organizations  to  acc 
change.  Managers  of  advanced 
communications  systems  will  be 
faced  with  increasing  complexity, 
and  vendors  must  provide  users 
with  the  ability  to  control  these 
systems. 

While  it  is  obvious  that 
productivity  is  essential  for  both 
social  and  economic  progress  in 
industry,  it  is  also  necessary  in  th 
workplace  of  today  —  and  that  c 
tomorrow  —  that  new  ways  be 
found  to  manage  the  emerging 
worker  majority,  the  '.'knowledge 
workers".  In  addition,  many 
technical,  economic,  social  and 
political  decisions  regarding 
communications  resources  of  the 
next  few  decades  must  be  made 
soon.  And  those  decisions  must  t 
made  on  the  basis  of  what  will  be 
serve  business  users  —  and  the 
nation  as  a  whole.  Q-  


The  most  important  feature  in  our  communi- 
cations system  doesn't  provide  automatic 
wake-up  calls  or  turn  on  your  coffee.  It  simply 
gives  you  automatic  accounting  —  detailed, 
up-to-the-minute  information  about  your  tele- 
phone costs. 

With  a  modern  message  accounting  sys- 
tem from  General  Dynamics  Communica- 
tions Company  you  have  the  sharp 
management  control  that  will  really  let  you 
cut  those  costs.  As  one  of  the  nation's  largest 
architects  of  business  telecommunications 
systems,  we  know  that  each  telephone  sys- 
tem is  unique.  That's  why  our  cost  cutting 
program  begins  with  a  total  survey  of  your 
communications  requirements.  We  may  rec- 
ommend Stored  Message  Data  Recording 
equipment,  like  our  DEMAND  MESSAGE 
ACCOUNTING  SYSTEM.  It  monitors  all  traffic 
and  produces  detailed  analyses  of  call  desti- 
nations, times  and  costs.  Or,  perhaps  our 
Stored  Traffic  Unit  will  meet  your  needs.  It 
monitors  calls  and  is  polled  periodically  by 
our  telecommunications  service  bureau 
which  prepares  your  cost  analysis. 

Whatever  is  required,  we'll  demonstrate 
the  effectiveness  of  our  recommendations  on 
paper,  before  you  incur  any  equipment  costs. 
We'll  handle  installation,  provide  mainte- 
nance, train  your  people  in  use  of  the  equip- 
ment and  even  show  you  how  to  make  best 
use  of  the  message  accounting  data. 

Get  control  of  your  telephone  costs.  Call 
General  Dynamics  Communications  Com- 
pany today. 

Call  toll  free:  800-821-7700  Ext.  335 

(In  Missoun  call  800-892-7655  Ext.  335) 

Or  write  our  headquarters: 
12101  Woodcrest  Executive  Drive 
St.  Louis,  Missouri  63141 

GENERAL  DYNAMICS 

Communications  Company 

We'll  make  your 
business  telephones 
pay  dividends. 
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Target  practice? 

Treasury  Secretary  Donald  Regan  is  get- 
ting an  early  experience  of  the  thick- 
skinned  quality  needed  to  survive  as  a  top 
Washington  official.  Sniping  from  the 
press  is  one  thing,  but  Regan  has  already 
received,  not  mere  sniping,  but  a  couple  of 
broadsides.  ThcNew  )ork  Times'  econom- 
ics reporter  Steven  Rattner  declared  that 
Regan  "has  disappointed  even  his  sup- 
porters in  his  performance  as  economic 
spokesman."  The  ink  was  hardly  dry 
•when  Ha  no  US  reported  that  David  Stock- 
man and  the  Administration's  supply-sid- 
crs  were  after  Regan's  scalp. 

How  does  the  ex- Wall  Street  executive 
feel  about  being  used  for  target  practice? 
"Speaking  of  supply-side, "  quips  Don  Re- 
gan, "there's  an  oversupply  of  press 
around  here.  They  have  to  supply  stories 
whether  there  is  demand  or  not." 

Friction  between  him  and  Stockman? 
"The  main  thing  is  to  hang  together,  to 
speak  with  one  voice.  I  just  met  with 
Dave  Stockman,  figuring  out  how  we 
will  shepherd  the  tax  and  budget  cuts  on 
a  parallel  course."  But  he's  getting  a  bit 
irked  at  the  Stockman  comparisons. 
"Got  a  thesaurus?  Where  does  it  define 
economics  as  the  budget?  The  press  has 
played  it  up  as  if  that's  all  there  is  to  it." 

Regan  admits  he  isn't  finding  life  in 
Washington  easy.  "The  major  difference 


here  is  I  don't  have  charge  of  my  own 
time.  As  head  of  a  major  firm,  I  could  set 
my  own  calendar.  Here  issues  come  up 
and  demand  attention.  There  are  meet- 
ings at  the  White  House,  up  at  the  Hill, 
and  1  drop  what  I  was  intending  to  do." 

What  about  those  charges  that  his 
Irish  temper  sometimes  gets  the  best  of 
him?  "You  have  to  prove  you're  not  a 
pushover,"  Regan  shrugs.  Sometimes  to 
allies  as  well  as  enemies — lerry  Flint 

Alive! 

chairman  Archie  R.  McCardell  of  Inter- 
national Harvester  Co.  turned  to  face  a 
future  of  bleak  hope  this  month  after 
obtaining  the  $3.4  billion,  three-year 
credit  agreement  that  saved  his  com- 
pany. "We'll  lose  between  $50  million 
and  $100  million  in  1981,"  says  McCar- 
dell, "but  we'll  be  able  to  reduce  parent 
company  debt  by  $200  miUion." 

To  achieve  even  that  improvement 
(from  a  1980  loss  of  $397  million), 
McCardell  is  counting  on  the  prime 
rate  declining  to  16% — it  was  18%  on 
the  day  he  spoke — and  markets  reawa- 
kening for  Harvester's  trucks  and  farm 
and  construction  equipment.  "If  mar- 
kets return  to  health,  the  cash  will  be 
there,"  said  McCardell  during  an  inter- 
lude in  negotiations  with  200  separate 
lenders.  "Harvester  is  a  strong  cash 
generator." 

McCardell  has  no  choice  but  to  sound 
hopeful.  Harvester,  he  says,  has  recov- 
ered market  share  lost  in  the  1980 
strike — during  which  the  company  bor- 
rowed short  term  and  ballooned  its  debt 
to  57%  of  capitalization.  He  says  he  is 
under  no  pressure  from  lenders  to  sell 
Harvester's  major  divisions,  but  will  dis- 
pose of  its  compressor- making  Solar  Tur- 


bine International  division  if  he  gei 
book-value  price  of  $220  million  fo 
He  would  also  sell  the  IH  Scout  rec 
tional  vehicle  business. 

He  plans  capital  spending  of  $350  i 
lion — but  not  the  $500  million  he  adr 
is  crucial  in  his  long-term  plan  to  c 
the  profitability  gap  with  competi 
Deere  and  Caterpillar.  That  will  bur 
was  Harvester's  long  years  of  lagj 
profitability  that  brought  it  to  its  pre; 
state. — Bob  Tamarkin 

Don't  give  'em  fish, 
teach  'em  fishing 

How  do  you  run  foreign  aid,  Rea 
style?  By  taking  "maximum  advani 
of  the  U.S.  private  sector,"  says  M. 
McPherson,  new  administrator  of 
Agency  for  International  Developmei 
With  a  $1.9  billion  budget  and  anoi 
$2.5  billion  in  programs  to  adminis 
AID  runs  all  U.S.  foreign  aid  except  ' 
given  through  such  multilateral  inst 
tions  as  the  World  Bank.  How 
McPherson  change  things?  He  plans  st 
ies  to  turn  up  foreign  aid  areas  that  ' 
business — with  overseas  investrr 
guarantees — would  find  attractive  inv 
ments.  He  also  hopes  to  swing  emph 
away  from  what  he  calls  "resource  tr; 
fer,"  or  shipping  things — fertilizer,  ft 
machines — and  toward  training  peopl 
transferring  technology.  "What  we 
known  for  is  our  technology,  our  abilit 
organize,"  he  says.  "It's  the  old  ad; 
Don't  give  a  person  a  fish,  teach  him  h 
to  catch  a  fish."  In  Africa,  for  exam 
reforestation  is  a  big  issue  because 
locals  cut  down  trees  for  fuel,  which  e\ 
tually  turns  land  into  desert.  McPher 
says  he  is  not  as  interested  in  plant 
trees  there  as  in  transferring  abroad  inc 


Treasury  Secretaty  Duiuild  Regan 

The  economy  ia  more  than  the  budget. 


Archie  MeCarJe//  i)J  Inienuuional  Han  ester 
Waiting  far  eaah  to  flow. 


Sen  .Ml)  hass  M  I'eter  McPherson 
Let's  help  the  poor  help  themselves. 
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forest  management  techniques, 
his  doesn't  mean  foreign  aid  is  go- 
:o  become  wholly  a  private-enter- 
operation,"  he  says.  "It's  a  change 
mphasis,  [of]  market  orientation, 
e's  no  use  trying  to  put  together  an 
ultural  extension  service,  for  exam- 
vhen  the  country's  policies  are  such 
no  one  wants  to  farm." 
e  40-year-old  McPherson  grew  up 
Michigan  farm,  has  been  a  Peace 
s-man  in  Peru,  an  IRS  international 
awyer,  a  personnel  director  in  the 
White  House  and  a  Reagan  cam- 
i  worker.  "It's  easy  and  understand- 
'  he  says,  "to  think  of  helping  peo- 
oor  people,  directly.  But,  in  fact,  the 
^ou  help  poor  people  is  to  help  them 
economic  growth." — ferry  Flint 

Learning  fast 

:hallenge  of  her  job,  says  Annelisc 
rson,  is  "preventing  a  particular 
al  interest  group  from  prevailing  at 
one  else's  expense."  How  do  you  do 
"I  don't  know  yet,"  says  the  new 
iate  director  of  the  Office  of  Man- 
ent  &  Budget. 

:  as  one  of  the  top  aides  to  Budget 
tor  David  Stockman,  the  42-year- 
Irs.  Anderson  (whose  husband,  Mar- 
s  one  of  Reagan's  top  domestic  ad- 
i)  is  about  to  find  out.  Her  job  is  to 
ee  the  budgets  of  Treasury,  Justice, 
merce,  Transportation  and  Housing 
ban  Development.  A  chain-smok- 
irmer  research  fellow  at  the  Hoover 
ution  in  Stanford,  Calif.,  she  al- 
bas some  definite  opinions.  For 
pie:  "Every  student  in  the  country 
w  eligible  for  a  student  loan  at  9% 
atter  his  or  her  income.  That's  pre- 
rnus.  It  means  that  people  who 


make  $20,000  a  year  are  paying  taxes  so 
that  someone  who  makes  $50,000  can 
send  a  kid  to  school."  Annelise  Anderson 
is  learning  fast.— Beth  Brophy 

Sam's  song 

It  was  quite  a  coup:  Mighty  IBM,  which 
has  probably  invested  half  a  biUion  dol- 
lars in  developing  its  copier  business 
over  the  last  ten  years,  will  be  marketing 
a  Japanese  product,   Minolta  Camera 


Minolta  's  Kusiimoto 

Life  after  Canonisation. 


Co.'s  EP310,  to  plug  a  hole  in  its  low- 
price  line.  That  may  be  little  more  than 
symbolic,  but  Minolta's  booming  U.S. 
copier  business  is  real — so  healthy  that 
the  company  is  doubling  its  overall  copi- 
er capacity  to  30,000  units  by  December. 


But  barely  48  hours  after  the  IBM  an- 
nouncement was  made  last  month,  Sam 
Kusumoto,  president  of  Minolta  Corp.,  a 
U.S.  subsidiary,  presided  over  another — 
this  one  in  an  area  where  things  are  not 
all  roses  for  Minolta.  At  a  splashy  lun- 
cheon at  New  York's  Pierre  Hotel,  Kusu- 
moto, 52,  unveiled  five  new  camera 
models  that  he  hopes  will  win  back  some 
of  the  business  Canon's  hugely  success- 
ful AE-I  has  grabbed  since  1977.  Partly 
because  of  the  AE-1,  Minolta's  single- 
lens  reflex  sales  worldwide,  which  rose 
75%  in  1976,  flattened  in  1977,  and  have 
barely  grown  since  then;  total  camera 
sales  fell  from  64%  to  55%  of  Minolta's 
business  in  1980. 

On  the  strength  of  the  new  models, 
Kusumoto  is  predicting  total  camera 
sales  of  about  $185  million  in  the  U.S. 
this  year,  up  15%  from  1980.  Of  course, 
back  in  1977,  he  was  predicting  about 
10%  in  each  of  the  next  three  years,  far 
off  the  mark.  Signing  up  IBM  was  a  coup, 
all  right.  But  the  cameras  are  the  busi- 
ness Sam  Kusumoto  knows  he  must  get 
mto  focus.  Says  he:  "We've  got  to  be 
more  sharp." — Van  Wallach 

The  Hog  lives 

Was  AMP  Inc.  really  entertaining 
thoughts  last  month  of  selling  off  its  Har- 
ley-Davidson  division  in  the  flat  motor- 
cycle market  to  its  Japanese  archrival, 
Honda  Motor  Co.?  Chairman  W.  Thomas 
York's  response  is  hardly  a  flat  denial: 
"We  thought  of  a  lot  of  companies,  in- 
cluding the  Japanese — though  we  never 
held  any  negotiations  with  them." 

If  Honda  was  among  those  companies, 
it  was  not  for  very  long,  as  it  turned  out. 
Three  days  after  reports  of  a  Honda  deal 
surfaced  in  the  press,  AMF  announced 


ion  oJOMH 
thoughts  already. 
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Calming  down  the  dealers. 
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his  120-passengcr  ships  will  be  aimc' 
the  top  of  the  American  leisure  bud 
but  the  ships'  small  size  will  let  them 
into  ports  like  St.  Croix'  Christians 
which  are  increasingly  popular  but 
small  for  the  likes  of  the  Norway. 

The  construction  cost — $100  i 
lion — is  being  80%  financed  by  Finla; 
Wartsila  shipyard;  limited  partners 
put  up  the  rest,  and  Naarstad  himself 
end  up  with  15%  of  the  equity.  Nor 
gian  taxes?  "This  project,"  Naan 
smiles,  "is  in  the  U.S." 

Construction  of  the  first  of  the 
ships  will  begin  in  September,  and  N 
stad  hopes  its  maiden  voyage  will  t 
place  in  1983.  If  the  idea  is  successful 
hopes  to  build  another  four  vessels  e 
more  radically  different  from  traditK 
cruise  liners.  These  will  be  sai 
ships — completely  automated  th 
masters  that  can  travel  at  up  to  18  ki 
under  sail,  Naarstad  claims,  "and  car 
operated  by  one  person." — Thomas  Ba' 


Out  of  the  frying  pan 


Faces 

Behind  The  Fij^ures 


that  Harley  would  be  sold  to  its  manage- 
ment. Vaughn  Beals  Jr.,  AMF  vice  presi- 
dent of  motorcycle  products,  will  be- 
come Harley's  CEO  and  probably  its  larg- 
est single  stockholder. 

"Those  rumors  just  scared  the  dickens 
out  of  our  dealers,  who  had  spent  their 
lives  competing  against  the  Japanese," 
says  Beals.  "We  have  to  fight  this  image 
that  AMF  sold  a  piece  of  distressed  mer- 
chandise to  Its  employees  to  get  rid  of  it. 
That's  as  far  from  the  truth  as  anything  1 
can  think  of." 

The  fact  is,  though,  Harley  is  one  of 
the  reastms  AMF  has  been  steadily  re- 
ducing its  exposure  in  leisure  products, 
once  the  keystone  of  its  strategy.  Since 
1973,  recession  and  changing  demo- 
graphics have  cut  into  the  margins  of  its 
boats,  motorcycles  and  sports  equipment 
(except  for  its  highly  profitable  bowling 
division).  By  shedding  Harley,  AMF  will 
reduce  leisure  to  about  half  of  sales  in,  as 
York  puts  it,  "one  fell  swoop." 

Beals  intends  to  change  very  little, 
though  he  will  move  Harley's  headquar- 
ters back  to  Milwaukee  from  AMF's 
White  Plains  offices.  "We've  set  our  ba- 
sic course,"  he  says.  "It's  good  for  us  that 
the  baby-boomers  are  getting  older. 
We've  always  had  an  older  clientele — the 
guy  who  gave  up  riding  when  he  got 
married,  who  returns  in  his  late  30s 
along  with  his  wife."  Fuel  costs?  "You 
can  ride  all  weekend  for  ten  dollars,  and 
you  sure  can't  do  that  with  a  car." 

There's  still  Honda,  though— and 
Kawasaki,  Yamaha  and  Suzuki.  Twenty 
years  ago,  about  35%  of  the  motorcycles 
sold  in  the  U.S.  were  Harley's  big  "hogs." 
These  days,  Harley  still  has  31%  of  the 
market  iox  hediyivei^hl  cycles  (compared 
with  26%  for  Honda),  but  only  5%  of  the 
total  market,  now  dominated  by  the  Japa- 
nese and  their  high-technology  bikes. 
"I'm  not  concerned  about  the  Japanese," 
says  Beals.  "There's  nothing  magic  in 
what  they  do.  Their  productivity  per 
man  is  better,  but  that's  going  to  be  less 
important  as  we  further  automate  our 
production." 

Automation  may  not  be  all  there  is  to 
it,  but  at  least  those  Harley  dealers'  con- 
cerns have  been  quieted.  The  Hog  is  alive 
and  living  in  America.— Barbara  Rudolph 


Uncharted  waters 

When  he  was  president  of  Miami-based 
Norwegian  Caribbean  Lines,  Helge  Naar- 
stad's  star  was  the  1,035-foot  S.S.  Nor- 
way (formerly  the  France),  the  world's 
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Murine  liiivslors'  .\c4ctrslcui 
Small  sails  in  the  sunset? 

largest  ocean  liner.  After  that,  there  was 
nowhere  to  go  but  downscale.  Fortunate- 
ly, that's  just  what  he  had  in  mind. 

"In  the  cruise  business,"  says  Naar- 
stad, "nobody  has  really  done  what  I'm 
going  to  do."  Now  head  of  his  own  com- 
pany. Marine  Investors  Shipowners, 
Inc.,  Naarstad  has  signed  an  agreement 
to  buy  four  subcompact — 350-foot — 
cruise  ships  to  ply  the  Mediterranean, 
the  Caribbean  and  the  Asian  Pacific. 
Why  so  small?  "Mass-market  cruises," 
Naarstad  says,  "are  now  too  expensive 
for  the  people  they  were  meant  for." 
Thus  the  estimated  $350-a-day  fare  on 


Presidents  of  the  U.S.  may  get  a  hor 
moon  with  Congress,  but  new  coL 
presidents  often  are  not  so  fortun 
Consider  the  case  of  David  T.  McLai 
lin,  49,  ex-chairman  of  Minneapc 
Toro  Co.,  who  takes  over  in  June 
president  of  Dartmouth  College. 

McLaughlin's  honeymoon  with 
Dartmouth  faculty  lasted  about  five  n 
utes — as  long  as  it  took  to  introduce  1 
last  month  in  his  first  appearance  be 
them.  They  questioned  his  acade 
qualifications,  hinted  at  his  eth 
"They  even  asked  me  if  I  knew  1 
many  of  the  six  faculty  members  on 
ten-member  advisory  committee 
posed  me,"  he  recalls — the  implicai 
being  that  all  of  them  had. 
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It's  not  as  though  McLaughlin  comes 
to  the  job  without  credentials.  He's  a  Phi 
Beta  Kappa  graduate  (1954)  of  Dart- 
mouth, an  M.B.A.  from  Dartmouth's 
Tuck  School  and  a  Dartmouth  trustee 
since  1971  (chairman  since  1977).  But 
Dartmouth  is  accustomed  to  blue-chip 
academicians  at  the  helm  (outgoing 
President  John  G.  Kemeny  is  a  pioneer 
computer  scientist  and  former  research 
assistant  to  Albert  Einstein),  and 
McLaughlin  is  the  first  top  executive 
ever  to  move  to  the  presidency.  Why  a 
businessman?  Dartmouth,  like  most  pri- 
vate colleges,  has  hiked  tuition  and  room 
and  board  about  7%  a  year  for  a  decade 
(they  now  stand  at  $10,033  per  year) — 
but  there's  a  limit  to  what  the  dwindling 
college-age  population  will  bear.  Says  col- 
lege spokesman  Robert  Graham:  "If 
we're  to  thrive,  capable  fiscal  manage- 
ment is  essential." 

Will  McLaughlin  provide  that?  Well, 
since  he  took  over  as  chairman  of  Toro  in 
1977,  the  maker  of  snowblowers  and 
lawn  mowers  has  grown  from  $161  mil- 
lion to  $402  million  in  sales — but  now, 
after  a  couple  of  mild  winters,  it  faces  a 
possible  $4  million  loss  this  year.  In  fact, 
before  he  assumes  the  Dartmouth  presi- 
dency McLaughlin  must  wind  up  a  bloody 
corporate  restructuring  at  Toro  that  so  far 
has  brought  down  its  president  and  three 
vice  presidents,  and  will  probably  idle  at 
least  75%  of  the  work  force.  Even  those 
hostile  professors  may  not  look  so  bad 
after  that. — Anne  Bagamery 

"Don't  call  me 
a  conservative" 

Many  black  leaders  dislike  President 
Reagan's  social  welfare  budget  cuts,  but 
not  Walter  Williams.  In  fact,  Williams — 
one  of  a  handful  of  black  economists  who 
back  Reagan — doesn't  think  the  Presi- 
dent went  far  enough.  Reagan  should 
have  slashed  $100  billion  out  of  Carter's 
budget,  not  a  mere  $40  billion-plus,  says 
the  44  ycar-old  economics  professor. 

Currently  on  leave  from  Temple  Uni- 
versity, Williams  is  connected  with  the 
right-wing  Heritage  Foundation  in 
Washington,  D.C.  The  son  of  a  lather,  he 
grew  up  in  Philadelphia  and  shined 
shoes,  among  other  jobs,  to  get  his  Ph.D. 
from  UCLA  in  1972.  Not  only  is  he  an 
opponent  of  big  government  budgets,  he 
also  opposes  the  current  $3.35-an-hour 
minimum  wage.  It  is  this,  and  not  dis- 
crimination, says  Williams,  that  has 
brought  about  unprecedented  unemploy- 


Ecurujmist  Walter  Williams 

It's  the  minimum  wage  that  discriminates. 


ment  among  U.S.  black  youths.  Says  he: 
"The  minimum  wage  discriminates 
against  the  employment  of  anybody 
without  skills  sufficient  toproduce  $3.35 
an  hour."  For  example,  he  says,  "When  I 
was  growing  up,  even  neighborhood  the- 
aters used  to  have  two  or  three  ushers. 
Theaters  don't  have  as  many  ushers 
now.  Why?  It  isn't  that  Americans  prefer 
to  stumble  around  in  the  dark  looking  for 
their  seats,  it  has  to  do  with  the  mini- 
mum wage." 

Isn't  a  black  conservative  economist 
pretty  rare?  He's  not  a  conservative,  says 
Williams;  "I'm  a  classic  liberal,  like  Jef- 
ferson or  Patrick  Henry." — Desiree  French 

A  liquid  market 

Robin  Woodhead,  the  young  chairman  of 
London's  new  International  Petroleum 
Exchange,  isn't  concerned  about  what  he 
delicately  calls  a  "Bunker  Hunt  situa- 
tion" when  his  petroleum  futures  market 
opens  for  business  next  month.  It  will  be 
impossible  to  dominate  this  market, 
says  the  30-year-old  Woodhead,  because 
there  will  probably  be  only  35  brokers  at 
most,  all  tightly  monitored  by  the  Bank 
of  England  and  the  London  Clearing 
House.  This,  he  says,  will  keep  traders 
from  building  up  overlarge  positions. 

One  thing  in  the  IPE's  favor:  It  will 
probably  be  more  liquid — no  pun  intend- 
ed— than  its  direct  competitor,  the  New 
York  Petroleum  Exchange.  Woodhead's 
market  will  deal  in  100-ton  gas/oil  con- 
tracts, currently  worth  around  $31,000 
each;  the  number  of  contracts  will  be 
unlimited,  but  if  the  price  moves  by  over 
$30,  the  market  will  close  for  half  an 
hour.  Says  Woodhead:  "There  will  be 
much  more  international  speculative  in- 
terest and  much  more  product." 

Will  the  new  market  compete  head-on 
with    the    Rotterdam    soot  market 


(FoRBES,ya«.  21,  1980Y.  Not  deliberat 
says  Woodhead.  Nonetheless  the  Lone 
Exchange  could  provide  the  loosely  oi 
nized  Rotterdam  market  with  a  genu 
institutionalized  trading  area  for  the  f 
time.  And  Woodhead  agrees  that  the 
ditional  financial  tool  of  oil  futures  \ 
likely  increase  physical  trade,  becaust 
the  extra  security  available  from 
futures  market.  Actions  speak  for  tht 
selves:  Associate  members  of  Wo 
head's  exchange  already  include  Brit 
Petroleum,  Ultramar  and  Mabanaft- 
heavy  hitters  in  the  Rotterdam  s 
market. — Barbara  Ellis 


Robin  Woodhead  of  London  s  IPE 
Signing  up  some  heavy  hitters. 
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uuuil  slock'hoUk'r  (,i/hcr/ 
ng  the  torch? 

'  name  is  Lewis  Gilbert, 
esenting  298  shares  . . 

thought  this  year's  round  of  annual 
igs  was  going  to  be  duller  than 
think  again.  Despite  his  an- 
ed  "semiretirement"  last  year, 
Gilbert,  scourge  of  CEOs  and  dean 
essional  stoekholder-nitpickers,  is 
.'ry  much  around. 

V  73,  Gilbert  has  made  an  art — 
iome  nice  tax  advantages — out  of 
§  to  as  many  as  possible  of  the 
1  meetings  his  family's  minuscule 
igs  in  1,500  companies  entitle  him 
nd.  He  publicly  hassles  CEOs  over 
matters  as  executive  expense  ac- 
>  and  loans  to  officers.  "I'm  only 
what  a  prudent  fund  manager 
to  be  doing,"  he  says.  He  still  trav- 
onomy)  .seven  months  a  year;  and, 
rse,  there  are  the  writeoffs  on  the 
room  Park  Avenue  apartment  that 
:rves  as  headquarters  for  his  not- 
)fit  corporation,  Corporate  De- 
cy.  Inc. 

Esmark's  recent  meeting,  Gilbert 
i  an  hour  early  and  staked  out  his 
aisle  seat,  next  to  the  microphone, 
n  two  minutes  of  the  call  to  order, 
s  on  his  feet.  'Mr.  Chairman,"  he 

"my  name  is  Lewis  Gilbert,  rep- 
ing  298  shares,  and  I'd  like  to  con- 
ate  you  for  holding  your  meeting  in 
s  City."  During  the  next  hour  Gil- 
ntcrrupted  no  less  than  a  dozen 

and  spoke  for  a  total  of  28  min- 
■more  than  anyone  else  present, 
le  day,  of  counse,  Lewis  Gilbert  will 
fade  from  the  scene.  But  don't  re- 
Iis  niece,  Margot,  is  only  in  her 
ICS  and  has  already  shown  up  with 
t  a  handful  of  corporate  meetings, 
may  be  Gilberts  around  for  a  long, 
ime. — Stanley  Ginsberg 

>,  MARCH  M),  lyKI 


LICHNAYA 


Personal 
Affairs 


Edited  By  William  ( J.  Flanagan 

Co-opped  out? 

For  years,  smug  New  Yorkers  living 
in  Manhattan  apartments  clucked 
at  the  outrageous  escalation  in 
home  prices  on  the  West  Coast.  After  all, 
they  had  only  relatively  modest,  stabi- 
lized rents  to  pay;  and  those  with  in- 
come to  shelter  could  buy  reasonably 
priced  co-op  apartments  and  get  tax 
breaks  similar  to  those  allowed  for 
homeowners. 
Alas,  no  one  in  Gotham  is  clucking 


any  longer.  Rental  apartments  are  disap- 
pearing in  the  better  parts  of  Manhattan 
as  more  and  more  buildings  are  being 
converted  to  co-ops,  thereby  forcing  ten- 
ants to  buy  what  they  formerly  rented. 
Most  tenants  usually  wind  up  having  to 
pay  at  least  as  mucb  in  maintenance  as 
their  rents  had  been,  plus  the  hefty  fi- 
nancing charges  on  the  loans  needed  to 
buy  the  apartments.  There  can  be  instant 
windfalls  to  be  made  by  tenants  who  get 
an  "insider"  price  on  an  apartment  and 
>ell  right  away,  but  where,  then,  does  the 
tenant  move? 

What  has  happened  to  beachfront 
homes  in  Malibu  is  happening  to  New 
York's  better  co-op  apartments.  No  one 
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except  the  wealthy  and  mysterious  for- 
eigners can  afford  them  any  more,  not 
even  the  people  living  in  them. 

Douglas  Elliman-Gibbons  Ives, 
which  now  manages  some  200  co-op 
buildings  in  Manhattan,  recently  dis- 
closed some  chilling  figures  about  the 
prices  and  the  terms  for  buying  coopera- 
tive apartrhents.  (The  company  is  by  far 
the  largest  manager  of  the  better  co-op 
buildings,  with  13,220  units  under  its 
management.) 

Although  prices  of  co-ops  fell  from  1973 
through  197.S,  they  have  gone  up  astro- 
nomically ever  since.  The  average  co-op 
resale  in  1977  was  $77,176,  or  22%  over 
the  year  before.  In  1980  the  average  co-op 
apartment  (5.7  rooms)  sold  for 
$267,855^0%  above  1979's  price,  and  a 
cumulative  increase  of  247%  since  1976. 

The  higher  prices  rise,  the  slower  the 
turnover.  In  1980  only  5%  of  available 
co-ops  were  resold — a  total  of  67 1 ,  or  half 
the  number  that  changed  hands  in  1977. 
(These  figures  do  not  include  co-op  con- 
versions, e.g.,  apartment  houses  being 
sold  by  the  owners  to  the  tenants  at 
substantial  discounts.) 

High  interest  rates,  tight  money  and 
generally  restrictive  terms  on  co-ops 
have  meant  that  cash  money  talks.  In 
1980,  71.7%  of  co-op  resales  were  on  an 
all-cash  basis.  Only  28.3%  of  them  were 
financed,  and  on  those,  the  average 
amount  financed  was  only  44.9%  of  the 
selling  price.  Buyers  included  empty- 
nesters  selling  suburban  homes  to  move 
into  the  city,  as  well  as  a  "very  substan- 
tial number  of  Western  Europeans  and 
South  Americans,"  according  to  Douglas 
Elliman.  There  was  no  mention  of  exist- 
ing Manhattanites. 


Fundamentals 

The  way  mutual  funds  have  per- 
formed in  the  last  year,  it  would 
have  been  pretty  hard  not  to  pick 
a  winner.  Indeed,  overall,  they  were  up 
an  average  of  31%  during  1980.  Sales 
reflected  the  performance — they  were  up 
87%,  the  highest  in  11  years. 

But  what  about  now?  How  can  you 
pick  a  fund  with  legs  to  get  you  success- 
fully through  the  various  market  move- 
ments up  and  down? 

Stanley  Egener,  executive  vice  presi- 
dent of  Neuberger  &  Herman  Manage- 
ment, but  not  a  portfolio  manager  him- 
self, has  some  definite  ideas  on  the  sub- 
ject. (Neuberger  Berman  manages 
Guardian  Mutual  Fund,  Energy  Fund, 
Partners  Fund,  Manhattan  Fund,  Liberty 
Fund  and  some  smaller  asset  pools.) 
None  of  his  suggestions  is  all  that  star- 
tling, yet  most  are  usually  ignored  when 
picking  funds.  Investors  too  often  simply 
pick  last  year's  top  performers. 

Obviously,  performance  should  be  the 
first  yardstick — measured  over  a  period 
of  more  than  one  year.  Egener  suggests 


that  after  you  determine  your  objec 
(growth,  income,  etc.),  you  check 
evaluation  service  such  as  Lipper  or  \ 
senberger  and  pick  the  best  perforn 
funds  in  that  category  over  a  five- 
period.  Look  for  funds  that  were  in 
top  10%  during  up  markets,  and  in 
top  15%  to  20%  during  down  cycles, 
last  five  years  had  a  complete  ma 
cycle  and  will  allow  you  to  detem 
how  a  fund  did  at  both  ends.  Avoid  fi 
that  were  at  the  very  top  in  any  oni 
two-year  span  but  couldn't  keep  it  go 

(Note:  Forbes'  annual  fall  mutual  t 
survey  rates  funds  on  both  short- 
long-term  performance.) 

Management  is  the  next  area  to  ex 
inc.  Egener  suggests  calling  the  func 
rectly  and  asking  how  long  the  top  p 
folio  managers  have  been  with  the  f 
High  turnover  is  usually  bad  new^ 
course.  But  sometimes  a  change  in  n 
agement  can  work  in  your  favor.  A  f 
sitting  with  large  prior  losses  tha 
headed  by  a  new,  yet  proven,  man 
can  use  the  fund's  prior  tax  losses  to 
advantage  of  shareholders.  Share  ow: 
won't  be  required  to  pay  taxes  on  g 
until  the  tax  loss  is  eliminated. 

How  quickly  a  portfolio  is  turned  ( 
is  also  important,  but  can  be  mislead 
Obviously,  if  the  fund  does  a  lot  of  t 
ing,  there  will  be  high  brokerage 
management  costs.  But  these  costs 
factored  into  the  performance  data  j 
lished  by  the  services.  A  fund  can  ha 
higher-than-average  trading  activity, 
still  turn  in  an  impressive  performa 
And  that's  what  matters. 

With  open-end  funds,  the  sales 
redemption  figures  should  be  sci 
nized.  Although  all  equity-based  gro 
funds  had  redemptions  in  the  mid-to- 
Seventies,  avoid  those  where  rede 
tions  far  exceeded  sales — especiall; 
years  when  the  market  was  up.  I 
awfully  hard  for  a  fund  manager  to  n' 
portfolio  decisions  when  he  has  to 
cash  to  buy  back  fund  shares  instea 
making  new  acquisitions. 

Funds  that  have  unusually  high  s 
and  redemption  activity  should  be  av 
ed.  Reason:  This  could  indicate  the  p 
ence  of  "swing"  money.  That  is,  1 
sums  invested  by  sophisticated  indi 
uals  and  financial  advisers  who  mov 
and  out  of  no-load  funds  the  way  s< 
investors  move  in  and  out  of  sto 
Such  money  doesn't  remain  in  a  func 
long,  and  thus  cannot  be  used  for  li 
term  investment.  Good  funds  with  e 
rienced  management  will  screen  largi 
vestors  and  prevent  swing  money  t 
coming  in. 

Even  the  best  of  funds  can  be  un 
staffed  when  it  comes  to  dealing  \ 
shareholders;  this  can  be  a  very  ser 
problem  when  you  want  to  get  ) 
money  out.  You  can  judge  how  atten 
the  fund  is  by  writing  for  informa 
and  seeing  how  long  it  takes  to  rec 
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Stake  your  land  claim  in  colorful  Colorado 


A  decade  ago  the  publishers  of  Forbes  Magazine  began 
offering  for  sale  a  portion  of  their  260-square-miie  Trinchera 
Ranch  in  five-acre  minimum  sections  called  Sangre  de 
Cristo  Ranches.  Over  90*'o  of  that  land  has  been  purchased 
to  date.  Sangre's  success  exceeds  all  expectations. 

Fifteen  miles  northeast  of  that  area,  deep  in  the  heart  of 
Forbes  Trinchera  country,  is  a  spectacular  alpine  valley  of 
unsurpassed  beauty.  This  hidden  mountain  valley  was 
once  the  hunting  ground  of  Indians  and  later  conquered 
by  Conquistadores.  It  remains  today  almost  as  it  was  when 
man  first  saw  it. 

We've  named  it  Forbes  Park. 

And  now  Forbes  Inc.,  through  its  subsidiary  Sangre  de 
Cristo  Ranches  Inc.,  is  inviting  people  who  have  a  special 
appreciation  for  the  beauty  of  nature  and  who  want  more 
out  of  life,  to  acquire  a  homesite  in  this  beautiful  mountain 
valley. 

Cash  prices  range  from  $5,000  to  $12,000.  Easy  credit  terms 
are  available. 

Obtain  the  Property  Report  required  by  Federal  law  and  read  it 
before  signing  anything.  No  Federal  agency  has  judged  the 
merits  or  value,  If  any,  of  this  property 


Forbes  Park  is  a  completely  private  area  surrounded  by  the 
San  Isabel  National  Forest  and  the  rangelands  of  the 
Trinchera  Ranch.  It  is  accessible  year-round  through  a 
main  gate  restricting  entrance  to  owners  and  their  guests. 
Hunting  is  not  permitted  here,  but  many  sports  including 
fishing,  cross-country  skiing,  boating,  swimming,  horse- 
back riding,  tennis  and  mountain  climbing  will  be  available 
in  the  recreational  areas  of  the  vast  common  acreage. 

Starting  immediately,  you  may  purchase  one  or  more  acres 
for  a  mountain  homesite  where  you  will  share  with  your 
neighbors  the  exclusive  use  of  over  5,000  acres  of  common 
lands,  including  ponds,  streams,  woods,  meadows  and 
other  recreational  areas  set  aside  for  the  enjoyment  of 
Forbes  Park  land  owners  for  all  time. 

For  complete  information,  including  pictures,  maps,  and 
full  details  on  our  liberal  money-back  and  exchange 
privileges,  without  obligation,  please  fill  in  the  coupon  or 
card  and  mail  to:  Forbes  Park,  Box  303,  Fort  Garland, 
Colorado  81133. 

KANSAS  OFFEREES  SHOULD  OBTAIN  A  KANSAS  PUBLIC  OFFERING  STATE- 
MENT FROM  THE  DEVELOPER  AND  READ  IT  BEFORE  SIGNING  ANYTHING. 
THE  SECURITIES  COMMISSIONER  OF  KANSAS  NEITHER  RECOMMENDS 
THE  PURCHASE  OF  THE  PROPERTY  NOR  APPROVES  THE  MERITS  OF  THE 
OFFERING. 

OBTAIN  AN  OKLAHOMA  PUBLIC  OFFERING  STATEMENT  AND  READ  BEFORE 
SIGNING  ANYTHING 

'  '     '     ■.'>■:     0AU-"^7  U00337A 
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Sangre  de  Cristo  Ranches  Inc. 
Box  303,  Fort  Garland,  Colorado  81133 

An  offering  statement  filed  with  the  New  Jersey  Real  Estate  Commis- 
sion neither  approves  the  offering  nor  in  any  way  passes  upon  the 
merits  and  value  of  the  property.  Obtain  the  New  Jersey  Public  Re- 
port and  Broker's  Release  from  the  registered  New  Jersey  broker  and 
read  it  before  signing  anything.  NJA102117CO 


Name. 


Address . 
City  


-State. 


.Zip. 


Telephone . 


Preferences:  □  $5,000    □  $7,500    □  Higher 

A  statement  and  offering  statement  has  been  died  wth  the  Secretary 
of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  ap- 
proval of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary 
of  State  or  any  officer  thereof  or  that  the  Secretary  of  State  has  in 
any  way  passed  upon  the  merits  of  such  offering.  A  copy  of  the 
offerina  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches  Inc.,  NYA77-432 


Personal 
Affairs 


Egomobiles 


what  you  requested.  It  is  also  worthwhile 
to  call  the  fund  to  see  if  it  has  enough 
staff  on  hand  to  handle  your  questions 
promptly  and  efficiently. 

As  for  size,  funds  with  assets  over 
$500  million  begin  to  get  unwieldly,  in 
Egener's  view.  Flexibility  is  lost,  and  any 
meaningful  moves  in  or  out  of  stocks 
disturb  the  market.  Also,  very  large  funds 
cannot  take  positions  in  very  small  com- 
panies since  the  overall  impact  on  the 
portfolio  would  be  insignificant.  Egener 
likes  finds  in  the  $50  million  to  $500 
million  range. 

Should  you  judge  what  is  in  the  fund's 
portfolio?  If  you  could  separate  the  wheat 
from  the  chaff  yourself  upon  inspection, 
you  probably  wouldn't  need  a  mutual 
fund.  Don't  second-guess  the  portfolio 
manager — his  track  record  is  the  most 
important  thing,  not  the  current  portfo- 
lio. Besides,  the  portfolio  is  probably  out 
of  date  when  you  see  it. 

Finally,  Egener  advises  having  realistic 
expectations.  "Don't  expect  to  double 
your  money  in  a  year  or  even  two,"  he 
says.  "Funds  that  can  do  this  for  you  can 
rarely  keep  it  up  and  often  carry  high 
risk.  Moreover,  they  tend  to  attract  spec- 
ulative investors,  who  abandon  ship  at 
the  first  sign  of  stormy  weather." 


The  California  notion  that  you  are 
what  you  drive  is  spreading  east- 
ward at  faster  than  the,55-mph 
speed  limit.  If  you  are  looking  for  some- 
thing that  isn't  likely  to  pop  up  in  your 
neighbor's  driveway,  there  are  now  doz- 
ens of  new,  few-of-a-kind  cars  you  can 
choose  from.  These  cars  are  pricey,  but 
they  are  not  as  expensive  as  the  best  an- 
tique or  classic  cars.  And  they  are  designed 
for  everyday  driving,  not  just  display. 

The  new  breed  of  egomobiles — -which, 
in  the  words  of  one  manufacturer,  "have 
more  looks  per  gallon"  than  your  stan- 
dard wheels — come  in  two  basic  strains. 
First,  there  are  specialty  cars.  In  appear- 
ance they  evoke  the  style  and  charm  of 
the  bygone  era  of  "coach-building."  But 
they  also  include  convenience  and  safety 
features  common  on  today's  luxury  cars. 
The  Stutz  and,  the  granddaddy  of  them 
all,  the  Excalibur,  are  the  most  estab- 
lished of  the  specialty  cars. 

Next  are  the  replica  cars — deliberate 
attempts  to  duplicate  some  of  the  classic 
cars  of  the  pastfsee  box,  p.  1J8).  The  frame 
and  engine  might  be  that  of  a  Ford  pickup 
truck  or  a  Cadillac,  but  the  body  and 
appointments  are  right  out  of  yester- 
year— though  not  at  antique  prices.  The 
new  Model  As  and  Ts,  Auburn  Boattail 
Speedsters  and  Cords,  for  example,  are 
indistinguishable  at  first  glance  from 
their  progenitors  of  the  Twenties,  Thir- 
ties and  Fifties.  Note:  Besides  the  replica 
cars,  there  are  scores  of  much  cheaper  kit 
cars  on  the  market.  They  are  fiberglass 
copies  of  classic  and  race-car  bodies  that 


you  buy  in  a  box  and  then  bolt  onto  an 
Pinto,  VW  or  whatever  chassis.  Yoi 
your  mechanic  have  to  be  very  hand 
make  it  all  hang  together  properly, 
the  kitmakers  come  and  go  almost  o 
night.  A  good  place  to  look  for  such  ki 
Complete  Guide  to  Kit  Cars  (Auto  Lo 
P.O.  Box  2073,  Wilmington,  Del.  198^ 

You  can  pay  anywhere  from  a  lov 
around  $14,000  to  well  over  $100, OOC 
a  specialty  or  replica  car.  At  the  top  t 
you'll  wind  up  with  a  rolling  showcas 
decadence.  The  Stutz  Blackhawk,  for 
ample,  at  $84,000  and  up,  comes  layt 
with  more  than  22  coats  of  lacquer  pa 
The  5,000-pound  car  has  interior  appo 
ments  that  include  a  burled  walnut  dc 
board,  lamb's  wool  carpeting  (mink 
chinchilla  upon  request),  Florentine  lij 
ing  fixtures,  and  a  minefield  of  gold-plc 
knobs,  trim  and  handles,  right  down 
gold-plated  dipstick.  American  Finan 
Chairman  Carl  Lindner  felt  he 
couldn't  do  with  only  one — so  he  bou 
himself  six. 

For  some  buyers,  the  overall  stylin 
paramount.  Eugene  Bordinat  Ir.,  a  rect 
ly  retired  vice  president  for  design 
Ford  Motor  Co.,  fell  in  love  with 
Clenet  at  a  Geneva  auto  show.  "Wht 
was  a  kid  in  Toledo,  Ohio,"  says  I 
dinat,  "I'd  see  all  those  guys  driving  tl 
dual-cowled  Packards,  or  Auburn  B( 
tails — and  not  me.  Well,  here  it  was 
long  hood,  low  and  kind  of  underslu 
with  supercharger  pipes  coming  out- 
that  good  stuff."  He  was  hooked.  And 
closer  inspection  he  discovered  that 


The  modem-day  Auburn  ($55,000).  Moselle  ($30,000)  cuul  Ixifer  MP  ($13,900) 
A  classic  design  outside,  VW  and  Ford  engines  inside. 
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HERTZ*!  EXPRESS  LEAVES 
HE  COMPETITION  STANDING  STILL. 


At  Hertz,  what  keeps  us  ahead  of  our  competition 
■eping  you  ahead  of  yours. 

So  if  there's  a  service  that  can  get  you  into  or  out 
car  faster,  or  something  that  speeds  up  the  paper- 
k,  you  can  bet  Hertz  is  doing  it. 

Like  #J  Express]" 

Hertz  #J  Express  lets  xjoufl];  straight  from  [;our 
e  to  your  car  Without  waiting  in  line  at  the  terminal 
iter  Without  waiting  for  your  rental  agreement  to  be 

filled  out.  And  without  wasting  time. 
^  Just  call  your  corporate  travel 

department,  travel  agent  or  Hertz  and  ask 
for  #1  Express.  When  you  make  your 
reservation,  give  us  your  Hertz  #1  Club 
Card  number  and  we'll  give  you  a  #J 
Express  number  confirming  your 
booking.  Write  the  number  on  your 
S.'"^:'^'"  #i  Express  pass  which  can  be 

#1  Express 

800-654-3131  wwnmM^  wwmwmwmm,M.m  nm^n  u 

our  travel  consultant.  wWBafcwmfc  Ww  OmfciB^  ■♦ 

HERTZ  FEATURES  THE  EXCITING  NEW  FORD  ESCORT 


picked  up  at  any  Hertz 
office  or  from  your  travel 
consultant. 

After  you  land, 
present  your  #1  Express 
pass  to  the  Hertz  courtesy 

bus  driver  You'll  be  taken  to  the  #1  Express  booth  where 
your  completed  contract  will  be  ready  and  waiting.  And 
so  will  your  car  (Recently,  a  salesman  from  Chicago 
completed  this  transaction  in  20  seconds.) 

No  other  rent-a-car  company  has  anything  that 
even  comes  close. 

If  you  want  to  get  off  to  a  good  head  start,  try 
Hertz  #1  Express. 

After  all,  it  won  't  be  long  before  your  competition  will. 

#1  EXPRESS.  THE  WORLD'S  FASTEST 
WAY  TO  RENT  A  CAR. 


WHERE  WINNERS  RENT* 


'AT  Of  F  CHEHTZ  SYSTEM  INC  1981 


Personal 
Affairs 

wouldn't  be  hooted  out  of  the  Ford  park- 
ing lot  whenever  he  drove  to  work.  The 
Clenet  has  all  Ford  running  gear  under 
the  hood. 

Many  buyers  are  almost  cavalier  about 
the  high  prices  of  these  cars,  because 
they  don't  depreciate — quite  the  con- 
trary. Most  if  not  all  have  been  rising  in 
value  because  there  are  still  so  few 
around,  and  only  a  few  more  are  made 
each  year — while  demand  soars.  Harry 
Shay,  president  of  Model  A  and  Model  T 
Motor  Car  Reproduction,  by  far  the  larg- 
est single  manufacturer,  expects  to  make 
10,000  copies  this  year.  Others  111  the 
field  are  lucky  to  crank  out  50  to  250 
annually.  Ergo,  the  appreciation.  Bordin- 
at's  first  Clenet  cost  him  $40,000,  and  he 
says  he  could  sell  it  now  for  $75,000. 

But  watch  out.  With  the  demand  so 
great  (it's  already  an  estimated  $125  mil- 
lion annual  business)  and  markups  for 
hungry  dealers  so  lucrative  (a  Stutz  dealer 
can  make  up  to  $20,000  on  a  single  deal), 
a  lot  of  clunkers  are  on  the  lot.  The  metal 
carrion  of  companies  like  Sceptre,  Dia- 
mante and  DiNapoli — which  failed  with- 
in the  last  few  years — are  to  be  avoided. 
"Sceptre  was  a  magnificent  failure,"  says 
Edward  O'Gara,  president  of  O'Gara 
Coach  dealership  on  Rodeo  Drive  in  Bev- 
erly Hills.  "It  was  a  tremendous  car,  but 
the  company  did  not  know  the  first 
thing  about  marketing  or  have  any  finan- 
cial expertise."  The  result:  owners  with  a 
great  car  and  no  one  to  turn  to  when 
trouble  starts. 

Robert  Wallach,  a  consultant  in  the 
field  who  wrote  his  business  school  the- 
sis on  the  subject,  has  a  few  caveats  and 
suggestions  for  interested  buyers.  First, 
ask  if  the  carmaker  produces  over  50  cars 
a  year — not  projects ,  but  actually  makes. 
Take  a  look  at  how  long  the  manufactur- 
ers have  been  in  the  business.  They've 
either  been  in  the  field  a  long  time  (Ex- 
calibur  has  been  at  the  game  for  over  1 7 
years,  Stutz  for  over  1 1  years,  for  exam- 
ple) or  they  are  newcomers.  Be  very  wary 
if  the  car  you're  looking  at  is  from  a  start- 
up operation. 

Wallach  also  suggests  you  visit  the  fac- 
tory where  the  car  is  built.  If  the  manu- 
facturer rnakes  only  50  cars  a  year  and  25 
are  sitting  in  his  back  lot,  you  know  he's 
got  trouble.  Many  companies  welcome 
potential  customers.  One  shop,  South- 
eastern Rcplicars  in  Largo,  Fla.,  will  even 
pick  up  the  flight  tab  of  buyers  when 
they  drop  by  to  see  its  factory  where 
Auburn  and  Cord  replica  cars  are  made. 

As  with  any  car,  note  what,  if  any, 
warranty  the  manufacturer  can  offer.  In 


I  he  \tul-.  liUickl.Hiirk  ( $H4,000)  is  hi}ih  on  UmA-s  per  ^cill<  ,h 
Complete  with  gold-plated  dipstick. 


Fanner  Ford  designer  Eugene  Borduiat  Jr  cind  $140,000  u  ortb  ofC/enets 
Under  the  hood,  they're  mostly  Lincoln-Mercury. 
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MARRIOTT  HOTELS, 
ifOU'RE  WORTH  WAITING  FOR. 


Key  Bridge  Marrit)tt  uvcrli)i)ks  rKc  nation's  capital. 


With  an  American  Express  Card 
Assured  Reservation,  there's  a  room 
v\  aiting  even  if  you  arrive  hours  late. 

The  hour's  late.  And  so  are  you. 

But  if  you  made  an  Assured  Reservation'" 
t  assured  Marriott  has  kept  a  room  waiting. 
\o  matter  how  late  you've  kept  them  waiting 

There  are  more  than  85  Marriott  Hotels 
I  the  U.S.  Each  offers  the  right  location, 
he  right  kind  of  services.  And  all  the  right 
;asons  for  picking  a  hotel. 

To  make  an  Assured  Reservation  at  any 
lan-iott,  just  call  toll-free  (800)  228-9290. 

So  make  sure  you  ask  for  an  Assured  Resei 
ation.Then  if  your  room  isn't  available  when 
)u  arrive,  Marriott  will  pay  for  your  room  at  a 


comparable  hotel,  transportation  there,  and  a 
phone  call.  If  your  plans  change,  call  Marriott 
before  6  p.m.  (their  time)  to  get  a  cancellation 
number  so  you  won't  be  billed. 

Remember,  with  an  American  Express  Card 
Assured  Reservation,  you're  worth  waiting  for" 


The  American  Express  Card.  DtnVt  leave  home  w  ithoiit  it. 


Personal 
Affairs 

the  case  of  cars  using  new  Ford  or  GM 
engines  and  drivetrains,  you  should  be 
covered  the  same  as  regular  car  buyers. 
Repairs  can  be  done  at  your  local  GM  or 
Ford  dealers.  The  bodywork,  then,  is 
your  biggest  worry,  but  the  better  spe- 
cialty car  manufacturers  have  a  list  of 


The  Shah  of  Iran  obviously  had  his 
failings;  nonetheless  he  did  have 
excellent  taste.  When  m  Mexico 
during  his  exile,  the  setting  for  his  tennis 
was  the  then  private  Cuernavaca  Rac- 
quet Club.  Now  the  club  is  open  to  for- 
eign uncrowned  guests  and  functions  as  a 
semi-exclusive  resort  where  tennis  is 
king,  if  tennis  is  your  game,  or  if  you 


repairmen  or  body  shops  around  the 
country. 

Wallach  suggests  you  ask  about  prod- 
uct-liability insurance.  A  good  auto- 
maker will  be  covered,  to  the  tu;ie  of  $1 
million  or  more.  If  there  is  no  liability 
insurance,  walk  away  from  the  deal. 

Your  own  liability  and  collision  cov- 
erage should  be  easy  to  get  if  you  put 
your  broker  to  work.  All  major  insurers 
will  provide  liability  coverage.  But  the 
collision  rates  can  be  high  because  of 
the  car's  value.  Wallach  suggests  you 
cut  the  rates  by  taking  a  high  deduct- 
ible on  collision. — Gerald  Odening 


simply  seek  solitude  and  a  chance  to  get 
away  from  smoggy  Mexico  City  (50 
miles  distant)  when  you're  there  on  busi- 
ness, contact  Robert  F.  Warner,  711 
Third  Ave.,  New  York,  N.Y.  10017,  for 
particulars.  Suites  run  $140  per  night  for 
two.  .  .  .  Also  south  of  the  border,  if  fish- 
ing is  your  sport,  look  into  the  tourna- 
ment at  Cabo  San  Lucas,  in  Baja,  slated 


Mi.xec/  doubles  ui  (jienuirtu  ii 


It  was  good  enoughjbr  the  Shah. 

for  May  24-30  and  sponsored  by  the  1 
tel  Twin  Dolphin.  It  is  an  unusual  tc 
ney  where  all  fish  are  released  and  all 
to  be  taken  only  on  light  tackle — 12 
20  pound  test,  which  is  practic; 
thread  to  the  striped,  blue  or  black  n: 
lin,  sailfish  and  broadbill  that  are  sou 
by  the  contestants. 

"Reading"  while  driving  is  getting  a 
more  common.  Tape-recorded  hot 
now  cover  a  broad  category  of  subjei 
ranging  from  bestsellers  like  Ken  I 
lett's  The  Key  to  Rebecca  to  Power!  Hon 
Get  It.  How  to  Use  It ,  by  Michael  Korda 
book  on  tape  can  be  rented  for  sligh 
less  than  the  price  of  a  hardback.  Fc 
complete  catalog  of  rentals  and  tapes 
sale,  write  to  Books  on  Tape,  Inc.,  F 
Box  7900,  Newport  Beach,  Calif.  926 
or  call  800-854-6758  (800-432-7646 
California). 

Closely  held  businesses  frequently 
close  scrutiny  from  IRS  agents,  as  th 
efforts  are  often  fruitful.  It  can  be  easy 
overlook  or  misinterpret  changes  in 
tax  laws  when  you're  trying  to  run  y( 
bus-iness.  Alexander  Grant  &  Co.,  a  C 
cago-based  accounting  firm,  has  just  pi 
lished  a  36-page  booklet  on  how  to  < 
your  tax  bill.  Designed  for  large  or  sm 
proprietorships,  partnerships,  corpo 
tions  or  Subchapter  S  corporations, 
covers  the  most  frequent  pitfalls  you 
likely  to  encounter:  reasonable  compi 
sation,  employee  benefits,  retiremt 
planning  and  the  IRS  examination.  Wi 
Alexander  Grant  Co.,  National  Offi 
39th  Floor,  Prudential  Plaza,  Chicago, 
60601,  for  a  free  copy  of  Tax  Plaiming,^ 
the  Closely-held  Business 


Upwardly  mobile 


Here's  a  quick  rundown  on  some  of 
the  more  popular  replica  and  specialty 
cars.  Excalihur  has  been  in  the  busi- 
ness for  over  17  years.  Two  models 
are  available:  the  Series  IV  Roadster 
($50,000)  reminiscent  of  a  mid-Thir- 
ties Mercedes-Benz  roadster,  and  a 
four-seat  Phaeton  ($43,700).  Both  are 
equipped  with  GM  V-8  engine,  fiber- 
glass body  and  teakwood  dash.  Excali- 
bur  Automobile  Corp.,  1735  S.  I06th 
St.,  Milwaukee,  Wis.  53214.  Produc- 
tion: 300  cars  a  year. 

Auburn  Bocittail  Speedsters  are  pro- 
duced by  several  companies,  but  two 
are  prominent.  Califomia  Custom 
Coach  Auburn  876  marries  a  fiber- 
glass body  to  Lincoln-Mercury  com- 
ponents. Production  is  estimated  at 
50  cars  in  1981,  with  12-to-14-week 
delivery.  Cost:  $55,000.  Southeastern 
Replicars  uses  Chevrolet  running  gear 
on  its  Aubums,  of  which  it  expects  to 
make  205  this  year.  Six-to-eight-week 
delivery.  Cost:  $30,000.  Califomia 
Custom  Coach,  1285  E.  Colorado 
Blvd.,  Pasadena,  Calif.  91106.  South- 
eastern Replicars,  61 1  Commerce  Dr., 
Largo,  Fla.  33540. 

Clenet.  The  popular  Series  I  Road- 
sters have  ended  their  production 
runs.  The  Series  n  four-seat  Cabriolet 
model  is  currently  being  built.  The 
expected  total  will  be  250  for  the  Cab- 
riolet models.  Allow  at  least  4  months 
for  delivery.  Alain  Clenet,  owner,  uses 
Lincoln-Mercury  engines,  drivetrains 
and  also  all  steel  car-body  parts.  Cost: 


$83,500  at  the  factory.  Clenet  Coach- 
works,  165  Castillian  Dr.,  Santa  Bar- 
bara, Calif.  93017. 

LaferMF  is  the  status  production  car 
in  Brazil.  Now  being  made  in  the  U.S. 
as  well.  It  sports  a  reconditioned  VW 
engine  at  present  and  a  1951  MGTD 
replica  fiberglass  body  imported  from 
Brazil.  The  owner  expects  to  sell  600 
in  1981  alone,  although  he  has  built  a 
total  of  only  250  to  date  in  the  U.S. 
Cost  is  $13,900.  Contact  Lafer  Auto 
Sales,  5265  Craner  Ave.,  North  Holly- 
wood, Calif.  91601. 

Moselle  is  a  new  specialty  car  being 
made  by  an  ex-CPA  turned  manufac- 
turer. Uses  either  a  Ford  V-8,  6-  or  4- 
cylinder  engine  with  the  stripped- 
down  Ford  Courier  pickup  truck  cab. 
The  rest  is  fiberglass.  The  manufac- 
turer expects  to  roll  out  60  units  this 
year.  Cost  is  under  $30,000.  Moselle 
Specialty  Cars  Inc.,  23210  Ventura 
Blvd.,  Woodland  Hills,  Calif.  91364. 

Stutz  Blackhawk  and  Bearcat.  Stutz 
has  been  around  for  over  1 1  years 
with  500  cars  produced  to  date.  Popu- 
lar with  Arabs,  potentates,  entertain- 
ers and  executives  (bullet-proofing  is 
optional).  The  steel  body  is  strapped 
on  to  a  larger  size  GM  engine  and 
chassis.  Hand-built  in  Turin,  Italy. 
The  Blackhawk  is  the  hardtop  ver- 
sion selling  for  $84,000;  the  open-top 
Bearcat  costs  $129,500.  This  year  a 
total  of  70  cars  will  be  produced. 
Stutz  Motor  Co.,  230  W.  55th  St., 
New  York,  N.Y.  10019. 


Loose  ends 
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795/.  Del  (le  W  iiull,  lU'W  ussislaut  I'eucral  ni(imi}ier  oj  hatott  's  Slamping  Dii'ision. 


Del  de  Windt, 
^^hen  did  you  start  reading 

The  Wall  Street  Journal? 


">X^en  I  was  named  assistant  general 
manager  of  our  Stamping  Division  in  1951," 
explains  E.  Mandell  de  Windt,  Chairman  of 
the  Board  and  Chief  Executive  Officer  of 
Eaton  Corporation,  "I  realized  that  keep 
ing  on  top  of  what  was  going  on  in  busi 
ness  would  be  essential  in  my  job. 

"That's  when  I  started  reading 
The  Journal  regularly. 

"Today  1  count  on  The  Journal 
more  than  ever  to  keep  me  informed. 
It's  concise,  it's  complete  and  it  gives 
me  the  business  news  I  need  all  in 
one  place." 

Every  business  dav 
you  can  count  on  the 
Wall  Street  Journal  to 


put  into  your  hands  important  news  and 
information  from  everywhere  in  the  world 
of  business.  News  and  information  that  can 
affect  you,  your  career,  or  your  company. 
The  Journal  gives  you  business 
coverage  no  weekly,  biweekly  or 
monthly  can  match  for  timeliness. 
And  coverage  no  newspaper's 
business  section  can  match  for 
depth  and  scope. 
K  Del  de  Windt  counts  on  The 

T    journal  to  keep  him  informed  about 
everything  important  that  happens 
in  business.  And  so  should  you. 
Start  reading  The  Journal  every 
business  day. 


Today.  E.  Mandell  de  Windt. 
Haton  Corporation  Chairman 
and  Chief  Execi4tiiv  Officer 


The  Wall  Street  Journal. 

All  the  business  news  you  need.  >X^en  you  need  it . 

IV  The  Journal  dclirvreil  crery  business  clay.  One  year,  J'7.  Or  36  irveks  for  f55.  Cull  loll  free  H00J5fi-<J<J<J'J  except  in  Huwaii  iiml  .Maska.  (In  Ctilijhr 
0-862-4'J'J')  )  Or  icrile  The  vi'cill  Street  Journal.  200  Burnett  Road.  Chicopee,  Masstichusells  1)1021.  <S>I98I  Dow  Jones  £-  Company.  Inc  .Ml  Rifihls  Kesen 


C-E  technology  is  helping  utilities  and  industry 
use  America's  most  abundant  fuel,  coal. 


Coal  is  America's  most 
abundant  energy  re- 
source. At  C-E,  we're 
providing  electric  utilities 
and  industry 
with  the 
technology 
and  equip- 
ment they 
need  to 

bum  coal  cleanly,  efficiently  and 
economically.  And  we're  pioneer- 
ing new  technologies  that  will 
make  it  possible  to  substitute 
coal  for  other  fuels. 
A  massive  cncrjy  complex 
in  Antelope  Valley. 
C-E  Lummus,  a  C-E  subsidiary, 
is  now  engineering  the  first 
commercial  coal  gasification 
plant  to  be  built  in  the  United 
States.  The  project  is  being 
planned  by  Great  Plains 


Gasification  Associates.  It  is  to 
be  located  near  Beulah,  North 
Dakota. 

Next  to  this  site, 
C-E  Power  Systems  is 
building  two  lignite-fired 
utility  steam  generat- 
ing systems  for  Basin 
Electric  Power  Coop- 
erative. The  syn- 
thetic fuel  plant  and  the  860 -Mw 
fossil-fired  utility  station  will 
be  fueled  from  the  same  North 
Dakota  lignite  fields. 

At  the  Great  Lakes  Naval 
Training  Center,  a  fiuidized  bed 
boiler  built  by  C-E  Power  Sys- 
tems is  part  of  a  program  to 
demonstrate  that  high- sulfur 
coal  can  be  burned  in  an  en- 
vironmentally acceptable  manner 
without  the  use  of  scrubbers 
and  precipitators. 


COMBUSTION 
ENGINEERING 


The  Energy  Systems  Company 


C-E:  Positioned  for  srowtfi 
In  the  80's. 

Helping  to  find  and  bring  in  oil 
and  gas.  Upgrading  and  building 
refineries  and  petrochemical 
plants.  Developing  cleaner,  more 
efficient  ways  electric  utilities 
can  use  coal.  Providing  equip- 
ment and  services  for  nuclear 
power  generation.  And  leading 
the  way  in  the  development  of 
alternative  fuels. 

No  other  company  has 
Combustion  Engineering's  broad 
range  of  capabilities  for  helping 
energy- related  industries  meet 
the  challenges  of  the  80's  and 
beyond.  For  a  copy  of  our  latest 
report  to  shareholders,  write 
Combustion  Engineering,  Inc., 
Dept.  7004-162,  900  Long  Ridge 
Road.  Stamford,  Connecticut, 
USA  06902. 


The  Forbes/ Wilshire  5000  Review 


ilshire  5000  Pj,^ 


Close-up  OnThe  Equity  Markets 


ocuses  on  Wall  Street?  For  the 

St  time  in  six  weeks,  some  markets 
least  are  posting  gains.  The  Dow 
ids  the  pack,  with  NASDAQ  issues 
)se  behind.  But  the  NYSE  Compos- 
gives  a  broader  picture  of  what's 
illy  happening — and  its  decline  al- 
3St  matches  the  dip  in  the  Wilshire 
00.  That  index,  however,  also  re- 
eled a  slump  on  the  ASE,  which 
is  hit  hard  by  sell-offs  in  out-of-style 
stocks. 


Performance  of  five  leading  indexes 


Wilshire       Dow  Jones     NYSE  ASE  Market  NASDAQ 

5000  industrials     Composite    Value  Index  Composite 


)te:  All  data  for  periods  ending  3/6/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calii. 
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WhereThe  Action  Is 


The  grand  and  glorious  mean.  Current  trading  patterns 
arc  indeed  erratic.  On  a  short-term  basis,  investors  appear 
to  discriminate  little  among  any  of  the  five  stock  traits 
measured  here.  Over  the  past  year,  of  course,  the  big 
gainers  were  the  swingers:  high-volatility,  high-P/E,  high- 


growth  companies.  Now  these  stocks  have  lost  their  hot 
status.  In  fact,  since  the  beginning  of  the  year,  they  have 
been  heavy  losers  as  Wall  Street  corrects  its  old  exces.ses. 
But  until  some  new  favorites  appear,  it  isn't  likely  that  the! 
market  will  chart  any  new  courses — either  up  or  down.  | 


Stock  performance  based  on 
five  key  investor  yardsticks 


Volatility 


Price/earnings  multiple 


Dividend  yield 


Growth  profile* 


Share  price 


*  A  stock's  sensitivity  to  overall  market  movement.  High  volitaliiy  issues  have  wide  price  nuctuations;  low  volatility  issues  are  more  stable. 
t  A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates.  


The  oil  sell-off  continues.  For  three  months,  energy 
stocks  have  led  the  market  down — and  the  current  decline 
continues  that  trend.  Is  there  more  involved  than  profit- 
taking?  Perhaps  not.  Institutions  have  been  heavy  on  the 
sell  side.  But  the  broad  indexes  haven't  mirrored  the  col- 


lapse of  oil  issues,  so  it  hardly  represents  a  mass  exodus. 
Instead,  portfoUo  managers  are  shifting  into  consumer  and 
capital  goods  sectors,  and  gains  there  come  from  the  oil 
industry.  With  short-term  interest  at  nearly  20%,  little 
new  money  is  entering  Wall  Street. 


Stock  performance  of  nine  migpr  industry  groups 


Capital  Consumer  Consumer  Energy 
goods  durahles  nundurables 

and  services 


Finance        Producer       Technology   Transportation  Utilities 
materials 
and  services 


Note:  All  data  for  periods  ending  3/6/8 1 .  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Mixing  business  with  pleasure 
s  Centel's  growth  formula  for  the  80's. 


Centel  is  reaching  into  two 
exciting  new  fields  with  unlim- 
ited growth  potential. 

Business  comnnunication 
systems. 

And  cable  television. 

That  means  we're  generating 
substantial  new  revenues  and 
earnings  around  the  clock  by 
supplying  our  markets  with 
diverse  telecommunications 
services  during  the  day  and 
entertainment  at  night. 

You  might  say  we're  mixing 
business  with  pleasure.  And  it's 
already  paying  off  in  a  big  way. 

For  example,  the  recent 
acquisitions  of  Fisk  Telephone 
and  Livingston  Communica- 
tions make  Centel  #1  in  sales 
of  business  phone  systems  in 


the  nation.  So,  we're  firmly  posi- 
tioned in  a  billion  dollar  market 
that  promises  to  be  one  of 
the  fastest  growing  areas  of 
communications  throughout 
the  decade. 

Cable  TV  is  also  exploding  into 
the  80's.  And  we're  growing  right 
along  with  it  by  adding  new 
cable  television  franchises  and 
acquiring  operating  systems 
in  expanding  communities. 

With  a  cable  TV  and  master 
antenna  base  expanding  from 
zero  to  100,000  customers  in 
two  years,  Centel  has  become 
one  of  the  nation's  major 
operators. 

Revenues  from  sales  of  our 


cable  TV  and  business  commu- 
nications systems  have  grown 
to  over  $100  million  a  year 

That's  more  than  10%  of  our 
revenues  and  sales  from  busi- 
nesses we  weren't  even  in  three 
years  ago. 

Systems  for  business  com- 
munications. Cable  television. 
And  America's  fifth  largest 
telephone  company  with  ser- 
vice areas  concentrated  in  the 
Sunbelt.  That's  a  good,  solid 
steady  growth  base  to  build  on 
in  the  80's. 


CENTRAL  TELIEPHONE  &  UTILITIES 

COME  GROW  WITH  US. 


Coping  With 

The  Pendulum  Swings 

Of  Today's  Capital  Market 


Creative  thinking}  leads  to  the  mobilization 
of  capital  to  serve  First  Boston  s  customers. 
By  David  Batten. 

In  the  latter  half  of  the  1970s,  the  con- 
vergence of  a  series  of  developments  led 
to  revolutionary  changes  in  the  capital 
marketplace:  improvements  in  informa- 
tion technology  made  market  data  avail- 
able simultaneously  to  investors  and 
traders;  the  inflation  rate  soared;  cur- 
rencies, the  Federal  Funds  rate,  and  the 
prime  rate  began  to  float  over  dramatically 
wide  bands;  the  volatility  of  fixed  rate 
instruments  increased  geometrically;  the 
size  of  a  typical  new  issue  increased  sub- 
stantially while  the  number  of  Wall  Street 
financial  intermediaries  shrunk. 

On  October  6, 1979,  the  marketplace 
was-  finally  forced  from  the  "good  old  days." 
On  that  day,  the  Federal  Reserve  Board 
raised  the  discount  rate,  put  controls  on 
the  level  of  bank  lending,  increased 
reserve  requirements  on  Certificates  of 
Deposit,  and  redefined  the  way  in  which 
the  Federal  Funds  rate  would  be  used  to 
regulate  monetary  policy.  These  moves 
combined  to  start  interest  rates  climbing 
to  levels  previously  considered  impossible. 

Since  then,  recession  and  recovery 
cycles  have  moved  short-term  rates  from 
20%  to  9%  and  back,  while  long  rates 
moved  from  13%  to  9'/:  %  and  back- 
changes  over  several  months  that  exceeded 
historical  movements  over  decades. 

"The  keynote  of  change  has  been  the 
compression  of  time." 

As  a  result  of  these  dramatic  swings 
of  the  market  pendulum,  the  nature  of  the 
responsibility  of  securities  underwriting  is 
today  totally  different  from  what  it  was 
three  or  four  years  ago. 

The  keynote  of  change  has  been  the 
compression  of  time.  Where  it  used  to 
take  five  or  six  weeks  to  bring  an  issue  of 
securities  to  market,  for  example,  new 
SEC  regulations— such  as  S-16  registration 
—have  reduced  the  time  to  as  little  as 
three  or  four  days. This  kind  of  quick  turn- 
around likens  a  new  bond  offering  to  the 
equity  block  trading  business  of  ten  or  so 
years  ago.  At  the  same  time,  an  exponen- 
tial rise  in  the  size  of  new  issues  has 
demanded  a  corresponding  increase  in  the 
size  of  capital  commitment  by  an  under- 
writer. 

David  Batten  is  a  Managing  Director  of  First 
Boston.  He  is  the  head  of  the  taxable  new  issue 
underwriting  group  at  the  firm  s  headquarters 
in  New  York:  20 Exchange  Place.  New  York. 
NY  10005.  Phone  (212)  825-2000 


One  case  in  which  both  speed  and 
commitment  were  essential  to  success  was 
the  offering  First  Boston  executed  for 
Citicorp  in  June  of  1980.  Perceiving  a 
market  window,  we  invited  one  other  firm 
to  join  us  in  buying  $2.S0  million  of  .10-year, 
fixed-rate,  AAA  notes,  even  though  an 
AAA,  long-term  bond  issue  had  nol  been 
done  for  a  bank  holding  company  in  over 
a  year.  A  commitment  and  risk  of  this  type 
would  have  been  inconceivable  several 
years  ago,  yet  in  today's  environment  it 
represented  the  only  efficient  way  to 
achieve  the  issuer's  goals. 

"Creativity,  capital  commitment,  and 
the  willingness  to  take  a  stand  are  funda- 
mental parts  of  First  Boston's  role^ 

Two  hours  after  the  issue  was  bought, 
interest  rates  hit  low  ebb  for  the  cycle, 
stayed  there  the  following  day,  a  Friday, 
and  part  of  the  next  Monday.  Comparable 
rates  have  since  moved  up  to  unprece- 
dented highs.  But  our  market  perception 
and  capital  commitment  meant  that  our 
client  was  able  to  finance  at  a  net  interest 
cost  of  less  than  11%,  when  there  were 
fewer  than  three  business  days  all  year 
when  that  could  have  been  done. 

The  changes  of  the  late  "70s  have 
made  it  necessary'  to  create  new  ways  to 
access  capital  markets  rapidly,  to  develop 
new  instruments,  fixed  and  floating,  that 
better  match  issuer  needs  with  investor 
demands.  Traditional  approaches  are  no 
longer  adequate  for  the  "brave  new  world" 
of  investment  banking.  New  ideas  and 
fresh  thinking  are  prerequisites  for  dealing 
with  today's  uncertain  and  volatile  mar- 
ketplace. As  the  Citicorp  deal  has  shown, 
creativity,  capital  commitment,  and  the 
willingness  to  take  a  stand  are  fundamenta 
parts  of  First  Boston's  role  as  a  financial 
intermediary. 

The  market  pendulum  is  still  very 
much  in  motion.  It  may  slow  down  from 
time  to  time,  but  the  residual  volatility 
of  the  capital  marketplace  is  here  to  stay 
in  the  1980s. 

®  First  Boston 

Investment  Bankers 
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ields  are juicy  but  you  'd  better  be  choosy- 
vy  choosy  if  you  want  to  sleep  well. 


TEMPTED  BY 
TAX-FREES? 


By  Ben  Weberman 


Even  with  today's 
superhigh  interest 
rates,  there  is  a  seri- 
ous drawback  in 
most  fixed-income 
issues  for  the  typical 
Forbes  reader.  Be- 
cause the  income  is 
taxable,  the  real 
yield  is  only  a  frac- 
tion of  the  nominal 


;ld,  especially  so  since  our  obsolete 
c  laws  penalize  income  that  is  pro- 
ced  by  savings.  If  your  "unearned" 
;ome  is  taxed  at  a  marginal  rate  of 
%,  for  example,  a  15%  yield  is  worth 
ly  7.5%  to  you;  at  a  marginal  rate  of 
%,  it  is  worth  only  6% .  And  so  on — 
til,  for  a  top-bracket  investor  living 
New  York  City,  the  effective  yield 
er  federal,  state  and  city  taxes  on  a 
%  coupon  is  only  about  4% . 
Fortunately  for  investors,  interest 
es  have  been  driven  to  the  sky  on 
[-exempt  bonds,  too.  The  market  is 
nply  flooded  with  such  issues.  In  a 
)re  normal  year,  about  $55  billion  in 
te  and  local  financing  would  come 
market — about  $35  biUion  long 
m,  $20  billion  short  term.  But  this 
ir  the  figure  looks  more  like  $75 
lion — about  two-thirds  long,  one- 
rd  short.  It's  a  buyers  market  in  the 
[-exempts. 

n  a  market  like  this,  investors  can 
very  choosy.  And  they  should  be. 
)body  knows  what  the  Reagan  bud- 
;-cutting  will  do  to  local  finances.  It 
11  certainly  make  things  tight  for 
iny  jurisdictions.  Rather  than  try  to 
;ss  which  localities  will  be  hurt  and 
lich  won't,  I'd  prefer  to  stay  with 
:al  revenue  bonds,  that  is,  bonds 
th  interest  and  principal  payable 
t  of  revenues  from  bridges,  roads, 
wer  plants,  apartments  or  the  like, 
her  than  out  of  general  revenues. 
V.nd  why  not  be  choosier  still? 


Weberman  is  economics  editor  of  Forbes 
'^azine. 


There's  considerable  risk  of  another 
upward  explosion  of  interest  rates  this 
year.  So  why  expose  yourself  to  the 
possibility  of  sitting  with  big  losses 
for  a  while — even  if,  in  the  long  run, 
interest  rates  dechne?  My  advice  is  to 
stick  with  relatively  short-term  rev- 
enue bonds.  For  example,  you  can  buy 
a  two-year  Brownstown,  Ind.  apart- 
ment project  note  backed  by  federal 
insurance;  it  carries  a  tax-free  yield  of 
9.5%.  When  you  can  earn  this  kind  of 
money  tax-free,  why  take  risks  for 
another  point  or  so?  There  are  hun- 
dreds of  such  issues  around.  Ask  your 
broker  or  banker. 

Also  attractive  are  industrial  rev- 
enue bonds,  issued  by  local  govern- 
ments that  have  built  plants  for  lease 
to  private  business.  For  example,  Jack- 
son County,  Miss,  sold  $46  million  in 
Aaa-rated  three-year  notes.  The  facili- 
ties built  with  the  money  were  leased 
to  Standard  Oil  of  California.  The 
yield  is  7.625%.  Or  you  can  buy  an 
Aa-rated  8%  issue  sold  either  by  Rich- 
mond County,  Ga.  Development  Au- 
thority or  by  Wayne  County,  N.C. 
Pollution  Control  Authority.  Both  are 
backed  by  lease  payments  from  Gen- 
eral Signal  Corp.  You  can  do  even 
better  by  buying  8.95%,  3'/2-year  New 
York  City  FHA-backed  construction 
notes.  Interest  and  principal  are  guar- 
anteed by  the  federal  government. 

For  individual  investors  such  bonds 
have  clear  advantages  over  regular 
Treasury  obligations.  A  two-year 
Treasury  note  now  pays  13.44%,  but 
that's  worth  a  shade  over  5%  for  any- 
one in  a  60%  marginal  bracket. 

There's  yet  another  advantage  to 
the  tax-frees  at  this  point:  Because 
the  state  and  local  borrowing  calendar 
is  so  crowded,  the  yields  have  gone  up 
relatively  faster  than  those  for  other 
kinds  of  bonds.  This  means  that  there 
will  be  better  capital  gains  for  holders 
of  good  tax-exempts  if  and  when  mar- 
kets return  to  normal. 

The  trouble  with  revenue  bonds,  of 
course,  is  that  they  are  only  as  sound 
as  the  income  flow  that  stands  behind 
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them.  In  1967,  for  example,  Livonia, 
Mich,  raised  $33  million  to  finance  a 
warehouse  for  Allied  Supermarkets, 
Inc.  To  get  the  money,  it  sold  $33 
million  worth  of  5%  and  6%  coupon 
tax-exempts  maturing  in  varying 
amounts  each  year  until  1997.  Look, 
however,  at  what  happened  to  the 
poor  souls  who  bought  those  bonds. 

For  the  first  1 1  years,  all  went  well. 
Then,  in  1978,  Allied  filed  for  bank- 
ruptcy and  could  no  longer  make  pay- 
ments on  its  Livonia  facility.  Ever 
since,  the  bondholders  have  been 
without  income. 

With  Allied  in  liquidation,  the 
warehouse  property  may  be  sold  by 
Bradford  Trust  Co. — as  trustee  for  the 
bondholders — for  $31  million  to  an 
affiliate  of  Oppenheimer  &  Co.  and 
three  Detroit  real  estate  developers.  If 
the  deal  goes  through,  plans  call  for  a 
resumption  in  interest  payments. 
With  the  low  coupons  on  the  bonds, 
that  isn't  difficult.  The  sale  will  bring 
in  $3  million  in  cash  and  nine  sepa- 
rate mortgages  totaling  $28  million. 
The  upfront  cash  will  go  to  pay  Brad- 
ford's fees,  its  lawyers'  fees  and  past- 
due  taxes.  None  to  the  bondholders. 
They'll  get  their  principal  back  in  an- 
other 15  years,  drawing  6%  interest  or 
less,  when  the  mortgages  come  due. 

Such  messes  are  unusual— but  they 
do  happen.  Knowing  about  them 
should  make  you  do  your  homework 
before  buying  any  tax-exempt.  If  you 
can't  check  the  credit  yourself,  get 
advice  from  a  broker  you  can  trust. 

Remember  those  "put"  bonds  I 
wrote  about  back  in  February?  Well, 
they  may  not  be  available  much  long- 
er. The  securities  have  become  popu- 
lar in  the  tax-exempt  field  because 
they  give  investors  an  opportunity  to 
sell  without  taking  a  market  loss  if 
interest  rates  rise  substantially.  The 
"put"  means  that  the  issuer  agrees  to 
buy  back  the  bond  at  face  value  under 
certain  conditions. 

Those  bonds  are  issued  mostly  to 
finance  home  loans.  They  typically 
run  for  30  years,  but  investors  want  to 
stay  short — so  Kidder,  Peabody  and 
Citibank  had  a  bright  idea.  Because 
residential  mortgages  are  repaid  in 
monthly  installments  and  some  are 
paid  in  full  before  maturity,  issuers 
usually  have  cash  on  hand.  Why  not 
give  bondholders  a  once-a-year  right 
to  redeem  on  60-days'  notice?  A  letter 
of  credit  backs  up  that  guarantee. 

Now,  however,  the  Comptroller  of 
the  Currency  is  studying  this  innova- 
tive arrangement.  He  may  disallow  it. 
So  if  you're  enamored  Vv^ith  a  "put" 
bond,  buy  one  soon.  ■ 
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Wall  Street's  mood  changes  from  deep  de- 
pression one  day  to  great  elation  the  next. 


SCHIZOPHRENIA 


Heinz  H.  Biel 


It  has  been  a  long 
wait  for  a  clear"view 
of  the  future  and  it 
isn't  over  yet.  Most 
of  the  exuberance 
that  followed  Mr. 
Reagan's  election 
was  lost  during  the 
seemingly  endless 
period  of  the  inter- 
regnum, and  now 
we  have  to  wait  again  to  see  what 
Congress  is  going  to  do  with  the 
President's  courageous,  albeit  contro- 
versial, economic  program.  The  dura- 
tion of  this  incubation  period  is  un- 
certain, and  if  there  is  one  thing  that 
the  stock  market  dislikes  as  much  as 
just  plain  bad  news  it  is  uncertainty. 

It  is  not  surprising  that  Wall  Street 
seems  so  schizophrenic.  Its  mood 
changes — practically  from  one  day  to 
the  next — from  deep  depression  to 
great  elation.  No  wonder  many  inves- 
tors look  askance  at  this  confusion 
and  prefer  the  safety  of  the  sidelines. 

Personally,  I  have  been  and  remain 
skeptical  that  the  Administration — or 
shall  we  just  say  David  Stockman? — 
has  foimd  the  solution  for  squaring 
the  circle.  It  might  work,  but  we  can- 
not be  sure.  However,  we  are  quite 
certain  that  whatever  has  been  tried 
in  the  past  to  contain  inflation  and  to 
balance  the  budget  did  not  work.  So, 
fame  de  mieux,  let's  try  Reagan's  dras- 
tic budget-cut,  tax-cut  approach,  and 
hope  for  the  best. 

Apparently  sparked  by  institutional 
investors'  needs  to  do  something 
more  constructive  with  their  con- 
stant inflow  of  cash  than  putting  it  in 
the  money  market,  the  old  standby 
Diue  chips  have  been  given  a  real  whirl 
lately.  Some  of  them,  the  major 
chemicals,  for  example,  had  been  the 
"dogs"  of  1980.  It  has  been  a  long 
time  since  we  have  seen  a  Du  Pont 

Heinz  H.  Biel  is  a  vice  president  of  the  NYSE 
firm  of  Janney  Mont^omer}'  Scott. 


among  the  market  leaders.  Stocks 
that  seemed  almost  unbearably  stodgy 
last  year,  when  energy  and  high  tech- 
nology were  the  vogue,  are  now  in  the 
forefront. 

It  is  a  broad  and  varied  list  of  stocks 
that  have  come  to  prominence  lately, 
ranging  from  General  Electric  and 
Eastman  Kodak  to  McDonald's  and 
Philip  Morris.  M^y  of  them  were  the 
superblues  of  the  early  Seventies,  the 
one-decision  favorites  of  the  institu- 
tions. Aside  from  that  there  is  one 
common  denominator:  quality.  These 
companies  are  so  solidly  strong  that 
no  credit  crunch  or  other  possible  ad- 
versity can  really  hurt  them.  To  put  it 
bluntly,  these  are  core  investment 
stocks,  and  while  they  are  not  exactly 
bargains,  they  are  not  as  crazily  priced 
as  they  were  in  1972-73. 

It  is  rather  strange  that/fiA/  (62)  has 
barely  participated  in  the  recent 
uprush  of  the  blue  chips.  If  there  is 
anything  "wrong"  with  this  stock  it 
is  that  it  is  1)  "over-owned."  In  most 
investment  portfolios  IBM  already 
ranks  in  the  top  position,  and  there  is 
an  understandable  reluctance  to  buy 
even  more  of  it.  And  2),  IBM  is  so 
incredibly  huge  that  its  growth  rate 
can't  possibly  match  that  of  the  youn- 
ger and  smaller  high-technology  com- 
panies. IBM,  with  some  584  million 
shares  outstanding,  is  not  likely  to  be 
an  exciting  stock  market  performer, 
but  selling  at  less  than  10  times  this 
year's  expected  eamings  of  about 
$6.75  a  share  and  yielding  a  minimum 
of  5.5%,  it  is  a  sound  and  attractive 
investment — unless,  like  most  of  us, 
you  already  own  enough  or  too  much 
of  the  stock. 

Electronics  has  been  the  growth  in- 
dustry par  excellence  for  the  past  two 
decades  or  so.  The  many  relatively 
small  companies  were  the  rage  of  the 
stock  market  as  long  ago  as  the  Six- 
ties. If  they  all  had  attained  their  wild- 
ly optimistic  growth  projections  at 
the  time,  we  wouldn't  be  producing 
much  else  but  electronics  in  this 
country  today.  Of  course,  many  of 


them  fell  by  the  wayside.  Remembe 
Transitron,  to  mention  just  one  of  th 
many  casualties?  When  I  look  at  th 
large  number  of  high-technology  con- 
panies  whose  shares  have  come  to  th 
market  in  the  past  several  years, 
would  expect  the  mortality  rate  t 
remain  high,  regardless  of  the  indus 
try's  continuing  steep  growth. 

Growth  alone  won't  keep  a  corn 
pany  out  of  trouble.  This  is  a  fiendisf 
ly  competitive  mdustry  and  obsoles 
cence  is  rapid.  The  combination  ( 
cyclicality  and  price  competition  ha 
been  especially  hard  on  the  semicor 
ductor  makers,  resulting  in  a  hig 
volatility  of  such  companies'  share; 
While  this  is  unpleasant  for  a  holds 
caught  in  the  downdraft,  it  also  pre 
vides  rare  buying  opportunities. 

Intel,  for  instance,  one  of  the  ver 
best  in  the  electronics  field,  fell  fror 
its  November  alltime  high  of  49 '/z  to 
recent  low  of  33  when  it  announce 
that  its  first-quarter  results  may  be  n 
better  than  a  breakeven.  Most  prot 
ably  this  is  only  a  temporary  aberri 
tion  from  a  splendid  record  of  stead 
eamings  growth.  Intel,  whose  sale 
have  multiplied  many  times  in  thi 
past  decade,  has  never  paid  a  casi 
dividend  nor  do  I  expect  it  to  pay  on 
in  the  near  future. 

It  is  hard  to  believe  th^t  Apple  Com 
puter  (with  1980  sales  of  $165  milliot 
and  relatively  big  Intel  (with  198 
sales  of  3855  million)  have  just  aboi 
the  same  stock  market  value  of  be 
tween  $1.4  billion  and  $1.5  billior 
Apple,  though  its  price  has  com 
down  from  a  peak  of  36  to  about  2( 
still  sells  at  a  multiple  of  over  80( 
times  past  12-month  eamings  of  3 
cents  per  share.  Intel's  multiple  of  1 
times  last  year's  net  of  $2.21  is  moc 
est  by  comparison.  Can  Apple  cor 
ceivably  grow  that  much  faster  t 
warrant  such  extreme  divergence?  C 
is  It  due  to  Apple's  massive  promc 
tion  and  speculators'  naivete'? 

Six  months  ago  (Forbes,  Sept.  25 
1980]  I  d\sc\xsse6.Scott Paper  as  a  possi 
ble  takeover  target  for  one  of  the  casl 
rich  corporations.  Scott  was  sellings 
IS'/z  at  the  time,  a  price  that  reflecte 
a  lackluster  decade  rather  than  its  ill 
trinsic  value  or  its  eamings  potential 
When  Brascan  Ltd.  announced  that  i 
had  acquired  a  12%  position  in  Scot 
"for  investment,"  intending  to  eil 
large  it  to  maybe  20%,  the  stock  ac 
vanced  to  a  ten-year  high,  above  2! 
At  this  point  my  interest  is  wanin] 
Dependmg  on  what  happens  eventij 
ally,  the  stock  may  be  worth  morj 
but  after  a  better  than  50%  rise,  tn 
cream  is  off.  ■ 
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We  the  skeptics  are  still  in  the  majority 
a  The  Street,  I  continue  to  stand  pat  with 
handful  of  stocks  others  may  bid  up. 

THE  STORM  THAT 
DIDN'T  COME 


By  Ann  C.  Brown 

I  It  has  been  several 
weeks  now  since 
Mr.  Reagan's  bud- 
get-cut proposals 
were  aired  in  public, 
and,  as  of  this  writ- 
ing, I  am  absolutely 
stunned  by  the  si- 
.  lence  of  most  of  the 

"*  1  ^'""^  -    83-odd  affected  spe- 

 *  1  cial  interest  groups. 

be  sure,  there  have  been  mumbles 
e  and  grumbles  there  but,  on  the 
ole,  the  screaming  and  shouting 
t  had  been  widely  anticipated  has 
n  conspicuous  by  its  absence.  It 
lost  seems  as  if  everyone  is  afraid 
)e  the  first  to  loudly  defy  President 
igan's  plea  for  sacrifice  from  the 
lerican  people. 

laybe  it's  because  deep  down  a  lot 
folk  realize  that  they  have  been 
ting  away  with  too  much  too  long 
,  like  a  naughty  child,  actually  wel- 
le  some  discipline — showing  that 
east  someone  is  paying  attention, 
ybe  it's  because  our  national  honor 

the  desert  sands  kicked  in  its  face 
:he  Iranian  thugs,  so  now  what  we 

asked  to  give  up  seems  a  small 
:e  to  pay  to  keep  such  incidents 
n  happening  again.  Or  maybe  it's 
larkably  calm  because  t'he  knife 

yet  to  actually  draw  blood,  and 
get  slashes  in  the  abstract  cause 
i  limited  pain. 

1  the  course  of  my  work,  I  do  a 
It  deal  of  reading,  listening  and 
ving,  and  I  have  noticed  that  even 
media  event-makers  have  chosen 
:oncentrate  their  attentions  else- 
;re,  somehow  sensing  that  their 
iences  are  resigned  to  a  bit  of  pa- 
tic  belt-tightening.  For  the  mo- 
lt it  seems  like  the  "Great  White 
ler  Figure"  is  alive  and  living  up  to 
It  he  said  he  would  do,  which, 
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based  on  past  experience,  is  notewor- 
thy in  and  of  itself. 

The  stock  market  waffled  for  nearly 
two  weeks  after  the  State  of  the  Econ- 
omy speech,  waiting  for  the  yowls 
that  would  portend  the  death  or  se- 
vere dilution  of  the  proposed  budget 
cutbacks.  Finally,  convinced  by  the 
quiet  that  just  maybe  the  program 
might  make  it  through  Congress  in 
reasonably  recognizable  form,  some  of 
the  braver  buyers  stuck  their  bucks 
out  and  the  market  headed  north. 

While  the  skeptics  are  still  in  the 
majority  on  The  Street,  I  continue  to 
hang  in  with  the  minority— standing 
pat  with  a  handful  of  stocks  that  I 
think  others  may  bid  up  over  the  next 
few  months.  It  will  be  interesting  to 
see  if  the  market  reached  a  turning 
point  on  the  last  Wednesday  in  Febru- 
ary when  it  survived  the  gloomy  pre- 
dictions of  Henry  Kaufman  and  Paul 
Volcker.  By  the  end  of  that  week, 
there  were  signs  of  a  mini-buying  pan- 
ic in  which  some  very  large  capitaliza- 
tion stocks  rose  3  to  5  points  each,  on 
very  small  volume.  The  big  funds  are 
noticeably  nervous.  They  have  to  re- 
port their  holdings  as  of  Mar.  31  and, 
from  what  I  hear,  many  of  them  are 
awash  with  cash. 

Two  companies  that  I  did  not  have 
space  to  mention  in  my  Mar.  16  col- 
umn, and  that  are  connected  with  the 
new  and  rapidly  expanding  informa- 
tion vending  industry,  are  Commerce 
Clearing  House  (33)  andA.C.  Nielsen  Co. 
"A"  (35).  It  is  estimated  that  both  com- 
panies will  experience  eamings-per- 
share  growth  in  excess  of  18%  over 
the  next  five  years,  for  a  total  return  of 
around  22%  to  24%  per  annum. 

Commerce  Clearing  House  pub- 
lishes loose-leaf  reports  for  lawyers, 
accountants  and  government  offi- 
cials— three  professional  groups  that 
are  not  apt  to  disappear.  In  addition, 
the  company  is  into  computer  pro- 
cessing services,  primarily  Computax, 
which,  for  all  I  know,  churned  out  the 
bad  news  I  received  regarding  my  up- 
coming obligations  to  the  IRS.  Com- 
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merce  Clearing  House  acquired  two 
accounting  software  services  last  year 
that  should  add  considerably  to  eam- 
ings  in  the  future.  Preliminary  esti- 
mates for  1981  are  for  $2.90  per  share 
and  $3.45  may  be  possible  next  year. 

A.C.  Nielsen  Co.  "A"  is  best  known 
to  most  investors  as  the  measurer  of 
the  popularity  of  TV  shows.  Network 
shows  and  programming  departments 
live  and  die  on  the  Nielsen  ratings, 
although  audience  measurement  ac- 
counts for  only  about  10%  of  the  com- 
pany's revenues.  The  backbone  of  the 
company  is  the  collection  and  dis- 
semination of  data  regarding  retail 
sales — crucial  in  these  times  of  ever 
costlier  new  product  introductions. 
Nielsen  has  a  new  service.  Petroleum 
Information,  which  is  growing  at  40% 
to  50%  per  year.  For  the  fiscal  year 
ending  this  August,  the  earnings  could 
be  around  $3.35  per  share  with  $4.05 
likely  for  August  1982. 

Sometime  between  now  and  the 
end  of  May  Saudi  Arabia  is  expected 
to  announce  an  oil  production  cut- 
back to  8  million  to  8.5  million  barrels 
a  day  from  the  current  10-million- 
plus.  This  reduction  will  enable  the 
country  to  regain  control  over  OPEC 
pricing,  which  it  is  all  but  certain  to 
index  to  the  inflation  rates  prevalent 
in  the  West.  Incidentally,  the  reason 
Saudi  Arabia  hasn't  cut  down  sooner 
IS  that  it  probably  does  not  want  to  be 
blamed  for  the  rising  petroleum  prices 
in  the  U.S.,  which  have  come  about 
largely  as  a  result  of  the  earlier-than- 
expected  decontrol. 

Anyone  with  oil  in  the  ground 
should  benefit  from  a  tightening  of 
supply,  but  one  company  could  do 
quite  well — Texas  Eastern  Corp.  (57). 
The  stock  is  down  significantly  from 
last  year's  high,  due  to  profit-taking  in 
the  oils  in  general  and  specific  con- 
cerns with  companies  with  properties 
in  the  North  Sea  because  of  the  new 
supplementary  British  tax  and  pre- 
dicted production  stretch-outs. 

Texas  Eastern  Corp.  holds  oil  inter- 
ests in  several  producing  blocks  in  the 
North  Sea,  which  have  helped  to  dou- 
ble the  company's  earnings  per  share 
from  $4.40  m  1976  to  $8.72  for  1980. 
This  year  the  company  could  earn 
anywhere  from  $9.50  to  $10  per  share, 
as  much  as  $12.50  to  $13.50  in  1982. 
While  no  one  can  predict  what  further 
taxes  England  and  Norway  might  im- 
pose on  the  oil  taken  from  their  wa- 
tery doorsteps,  the  flight  of  explora- 
tion and  development  capital  from 
Canada  after  its  tax  action  could  keep 
other  countries  from  getting  too 
greedy.  ■ 
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Market  Trends 


/  doubt  that  the  price  of  gold  will  ever 
again  approach  the  level  of  the  Dow  fones 
industrial  average  in  this  century. 

ANEW 
BEGINNING? 


MONEY&  INVESTMENTS 


By  Richard  B.  Hoey 


There  has  been  a 
big  change  in  Wash- 
ington. We  have  a 
President  who  calls 
the  Soviets  liars,  de- 
controls oil  prices 
right  off  the  bat  and 
proposes  to  cut 
food-stamp  spend- 
ing so  that  the  De- 
partment of  Defense 
can  buy  more  ships  and  planes. 

The  Hundred  Days  War  over  eco- 
nomic policy  has  just  begun  in  Wash- 
ington. The  supply-siders  say  that  the 
President's  program  will  usher  in  a 
new  golden  age.  The  high  priests  of 
econometrics  come  down  off  their 
mountaintops  to  say  that  their  com- 
puter models  say  it  won't  work — at 
least  not  very  quickly.  The  monetar- 
ists proclaim  that  deficits  have  noth- 
ing to  do  with  inflation,  and  they'd 
sure  know  what  to  do  if  they  were  in 
Paul  Volcker's  shoes.  The  fiscal  con- 
servatives say  that  any  Congress  that 
can't  balance  the  budget  should  be 
shot  at  dawn.  Some  Democrats  are 
making  shocking  criticisms  of  the 
program— the  business  tax  cuts 
weren't  a  big  enough  share  of  the  to- 
tal, there  was  no  direct  cut  in  the 
capital  gains  tax  rate,  there  weren't 
enough  cuts  in  indexed  benefits  and 
excessive  deficits  might  just  be  too 
inflationary.  They're  beginning  to 
sound  like  Republicans. 

The  plain  truth  is  that  no  one 
knows  yet  what  fiscal  policy  will  be 
passed  by  Congress  or  what  its  impact 
will  be  when  it.is  passed.  What  is  clear 
is  that  President  Reagan  has  defined 
the  national  economic  agenda  from  a 
conservative  perspective.  That  con- 
servative economic  perspective  is 
dominating  public  policy  discussion 
in  a  way  that  may  make  America  safe 

Richard  Hoey  is  a  vice  president,  economist 
and  inresttnent  strategist  at  Bache  Halsey 
•itiiart  Shields. 


for  capitalism  again.  Federal  spending 
programs  are  due  this  year  for  the 
most  thorough  review  they've  ever 
had.  If  we're  ever  going  to  get  on  the 
road  to  fiscal  discipline,  this  is  the 
year  we'll  do  it. 

The  key  things  to  watch  for  are:  1) 
how  big  the  budget  cuts  in  Congress 
are;  2)  whether  Congress  changes  the 
tax-cut  bill  to  include  more  direct  in- 
centives for  capital  spending  and  a 
direct  incentive  for  financial  invest- 
ment, such  as  a  cut  in  the  capital 
gains  tax;  and  3)  whether  the  Fed  re- 
forms its  current  operating  methods. 

The  big  controversy  among  econo- 
mists about  the  Reagan  economic 
forecast  is  whether  inflation  expecta- 
tions can  drop  fast  enough  to  permit 
slow  monetary  growth  without  inter- 
est rates  so  high  that  they  trigger  ma- 
jor bankruptcies  and  depress  capital 
spending. 

We  do  a  regular  poll  of  the  inflation 
expectations  of  several  hundred  key 
institutional  decision  makers.  In  early 
1981,  for  the  first  time,  there  was  a 
drop  in  the  rate  of  inflation  they  ex- 
pect over  the  next  ten  years.  But  they 
have  not  yet  had  enough  confidence 
in  that  outlook  to  buy  long-term 
bonds  aggressively. 

One  reason  for  their  hesitancy  is 
that  the  Federal  Reserve's  record  in 
restraining  monetary  growth  is  poor. 
Many  monetarists  believe  that  the 
Federal  Reserve's  current  operating 
policies  are  not  conducive  to  stable 
and  moderate  monetary  growth.  The 
Fed's  control  over  monetary  growth 
would  improve  if  it  abolished  the  two- 
week  lag  in  Its  reserve  requirements 
on  banks  and  had  a  discount  rate  that 
was  held  at  a  penalty  rate  above  free- 
market  rates.  If  these  two  changes  are 
made,  you've  got  reason  to  believe 
that  this  time  the  Fed  really  means 
business  in  the  fight  against  inflation. 

In  recent  months,  most  of  the  clas- 
sic inflation  hedges  have  dropped  in 
price:  gold,  silver,  diamonds,  Swiss 
francs,  deutsche  marks.  A  long-term 
shift  may  be  emerging.  The  Dow 


lones  industrial  average  was  over  2 
times  the  price  of  gold  in  the  1960 
But  in  early  1980,  as  a  result  of  th 
great  bull  market  in  gold  and  stagn; 
tion  in  the  Dow,  the  latter  sold  ft 
about  the  same  price  as  gold.  Sine 
then,  the  Dow/gold  ratio  has  rise 
above  2.  I  doubt  that  the  price  of  gol 
will  ever  again  approach  the  level  ( 
the  Dow  Jones  industrial  average  i 
this  century. 

There  are  many  major  America 
companies  still  selling  at  modest  mu 
tiples  that  offer  excellent  appreciatii 
potential.  We  especially  favor  the  foi  ' 
stocks.  They  are  selling  at  the  large  j 
price/earnings  discount  to  the  markij 
of  the  last  ten  years.  Our  favorite 
Dart  &  Kraft  (45).  The  company's  ean! 
ings  should  grow  at  about  a  13%  rai 
over  a  period  of  years.  It  current! 
yields  about  7%  on  its  $3.20  dividenj 
The  company  should  earn  $7.80  li 
1981  and  $8.75  m  1982,  which  meaij 
that  it  is  selling  at  only  5.8  timt 
estimated  1981  earnings  and  only  5 
times  estimated  1982  earnings. 

Getieral  Dynamics  (32)  is  a  stock  th. 
has  dropped  by  over  25%  in  recei 
months,  but  still  has  excellent  pro 
pects.  Over  the  next  few  years  ean 
ings  are  likely  to  compound  at  a  rap 
rate.  Earnings  per  share  were  $3.58 
1980  and  should  rise  to  $3.85  in  198 
$4.90  in  1982,  $6.30  in  1983  and  $7.: 
in  1984. 

Military  business  currently  a 
counts  for  60%  of  earnings,  and  th 
proportion  should  rise  to  about  70' 
over  the  next  several  years.  Its  ma)i 
military  products  are  the  F-I6  fight 
and  missiles  and  gim  systems.  It  ah 
builds  nuclear  submarines,  but  is  vl 
nerable  to  schedule  slippages  and  co 
escalations,  which  will  limit  its  ear 
ings  from  this  program.  Net  cash  flo 
for  the  company  should  rebour 
sharply  in  1981  as  capital  spending  c 
military  programs  eases,  while  net  ii 
come  and  depreciation  rise. 

Hercules  Inc.  (24)  reported  eamin; 
of  $2.60  in  1980,  giving  it  a  price  ear 
ings  multiple  of  9.2.  But  eamin, 
should  surge  to  $3.35  in  1981  ar 
$4.50  in  1982.  Over  the  1980-85  pet 
od,  annual  eamings  growth  is  expec 
ed  to  average  about  25%,  with  ear 
ings  power  likely  to  reach  $8  per  sha 
by  the  middle  of  the  decade. 

Hercules  is  the  world's  leading  pr 
ducer  of  polypropylene  plastic  resi 
which  IS  a  fast-growing  plastic.  In  a 
dition,  the  company  is  nearing  cor 
pletion  of  several  new  plants,  whio 
will  upgrade  commodity  chemicals  ■ 
higher-priced  chemicals.  This  shoui 
help  reduce  earnings  volatility.  ■ 
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IK  PETROLEUM  LTD.  V 

COUVE.R,  B C,  Canada,  Jan.  27,  1981— 
inancing — New  Acquisitions 

Qk  Petroleum  Ltd.  management  is  pleased  to  an- 
the  completion  of  a  firm  underwriting  of  500 

id  shares  of  the  company  to  net  the  Ayerok  Petro- 

:d.  treasury  $1  million,  fifty  thousand  in  new  funds. 

ideration  of  the  firm  underwriting,  Ayerok  granted 

;cal  agents  an  option  to  purchase  a  further  200,000 
at  $2.35  which  will  provide  us  with  $470,000 

lal.  (As  of  this  writing,  140,000  shares  have  been 

P) 

ias  U.S.A.— Utah 

)k  Petroleum  Ltd.  has  acquired  a  25%  working 
reverting  to  18%%  net  revenue  interest  in  21,800 
1  Tooele  County,  state  of  Utah,  known  as  the  Sink 
'rospect. 

cost  of  the  whole  package  with  participants,  50% 
investors  and  25%  (subject  to  regulatory  approval) 

Energy  Corp.  is  $875,000  U.S. 
i  are  several  producing  wells  in  this  area  of  the 
alt  Lake,  operated  by  major  oil  companies  (Amoco, 
ervice). 

iled  seismic  work  will  begin  forthwith.  Negotiations 
advanced  for  funding  the  drilling  (foreign  drilling 
fiy  targets  so  indicated  by  seismic. 
-The  Paint  Rock  Prospect 
n  Gold  Placers  Ltd.  have  agreed  to  participate  as  to 
orking  interest  plus  land  costs  and  3iy2%  net 
interest  (Ayerok  holding  63%  net  revenue  interest) 
Paint  Rock  Prospect,  located  in  Concho  County, 
n  the  eastern  shelf  of  the  Permian  Basin, 
prospect  includes  approximately  2,745  acres  with 
nt"  shallow  gas  potential.  The  "Goen"  limestone 
\ge)  produces  gas  due  to  stratigraphic  entrapment 
rous  wells  adjacent  to  this  prospect, 
majority  of  reserves  are  produced  from  zones  at 
ranging  from  3,200  feet  to  3,500  feet.  Reserves  in 
al  wells  vary  from  a  low  of  400  MMCFG  to  a  very 
ible  2,000  MMCFG. 
pipelines  service  the  Paint  Rock  Field.  Sun  Oil 
y  guarantees  net  prices  in  the  range  of  $2.00  per 
er  compression. 

act:  Norman  Newsom,  President,  Ayerok  Petroleum 
34-789  W.  Pender  St.,  Vancouver,  B.C.,  Canada  V6C 
ne:  (604)  669-3332.) 


I  RESOURCES  LTD.  V 

OUVER,  B.C.  January  28,  1981— March  Resources 
;  been  advised  by  Destiny  Petroleum,  Inc.  of  San 
Texas,  that  preliminary  interpretation  of  the  logs 
re  run  on  the  Needles  Anticline  Prospect,  (Over- 
elt)  Millard  County,  Utah,  have  indicated  several 
I  productive  pay  zones  covering  at  least  three 
ns.  Amoco  Production,  a  subsidiary  of  Standard  Oil 
la,  has  now  completed  two  special  logs  that  they 
n  from  inside  the  production  casing  and  are 
t  making  a  detailed  analysis  in  preparation  for 
he  above-mentioned  zones.  Inquiries  have  gone  out 
led  companies  regarding  the  availability  of  service 
!esting  and  completing  this  well, 
is  particular  prospect,  potential  reserves  are  esti- 
5  be  as  high  as  274  million  barrels  of  oil  and  35 
jbic  feet  of  natural  gas,  according  to  a  report  by 
K.  Taylor,  an  independent  petroleum  geologist, 
re  approximately  18,000  acres  involved  in  this 
March  Resources  Ltd.  has  a  15%  working  interest 
ib)ect  prospect. 

I  Resources  Ltd.  has  been  advised  by  Command 
;orporation  of  Fort  Worth,  Texas,  that  the  Simpson 
ed  in  Eastland  Country,  Texas  is  being  tested  and 
ary  23,  1981  was  flowing  at  approximately  500 
f  oil  per  day.  It  was  shut  off  and  then  turned  on  24 
ter  and  gradually  decreased  to  a  constant  254 
if  oil  per  day  over  a  24  hour  period.  It  was  then 
ivn  while  awaiting  tanks.  The  Simpson  #2  was 
or  testing  on  January  23,  1981.  Estimated  recover- 


able reserves  on  the  H.D.  Kieth  offset  are  expected  to  be 
650,000  barrels  of  oil  and  840  million  cubic  feet  of  gas  per 
well.  Semi-proven  reserves  for  producing  horizons  behind 
the  pipe  based  on  the  H.D.  Kieth  offset  are  expected  to  be 
three  million  barrels  of  oil  per  well.  The  asset  value  of  these 
two  wells  at  today's  oil  and  gas  prices  should  be  approxi- 
mately $5,800,000  per  well  It  is  expected  that  drilling  will 
commence  on  the  Simpson  #3  in  about  one  week.  March 
Resources  Ltd  has  a  5.28%  net  interest  in  the  above 
prospects. 

March  Resources  has  an  option  to  participate  in  a  36 
well  drilling  program  budgeted  by  Command  Energy  Corpo- 
ration for  1981.  These  prospects  will  all  be  offsets  and 
infill  low-risk  wells. 

March  has  been  informed  by  Destiny  Petroleum  Inc.  that 
the  first  two  of  four  infill  wells  in  the  Dockery  Field 
Prospect,  Mitchell  County,  Texas,  have  been  drilled  to  total 
depth  and  will  be  tested  when  well  #3  and  #4  have  been 
completed. 

Destiny  Petroleum  Inc.  has  advised  that  drilling"  on  the 
North  Lost  Soldier  Prospect  Fremont  County,  Wyoming  to 
date  is  at  a  depth  of  5,300  feet.  Total  depth  of  this  well  is 
expected  to  be  approximately  8,500  feet.  This  well  is  also  in 
the  famed  Overthrust  Belt.  March  Resources  has  a  5% 
working  interest  in  the  subject  wells. 

Further  developments  will  be  forthcoming  through  this 
publication. 

(Contact:  Frank  J.  Matthews,  President,  or  Anthony 
Agostino,  March  Resources  Ltd.,  202-595  Howe  Street, 
Vancouver,  B.C.  V6C  2T5.  Phone:  (604)  687-8867.) 


BANDAG  INC.  N 

(BDG)  MUSCATINE,  IOWA,  January  29,  1981— Bandag 
Incorporated,  today  reported  consolidated  net  sales  of 
$92,822,000  for  the  last  quarter  of  1980,  an  increase  of  8.5 
percent  from  $85,580,000  in  the  last  quarter  of  1979. 
Consolidated  net  earnings  of  $8,900,000  were  11.1  percent 
higher  than  the  year  earlier  $8,009,000  while  earnings  per 
share  of  $.74  exceeded  1979's  $.63  by  17.5  percent. 

Consolidated  net  sales  for  the  full  year  1980  were  up 
11.6  percent  to  $330,918,000  from  $296,524,000.  Net 
earnings  increased  8.3  percent  to  $27,352,000  or  $2.27  per 
share,  as  compared  to  $25,261,000  or  $1.99  per  share,  in 
1979. 

Bandag  Incorporated  reaches  major  transportation  mar- 
kets in  over  100  countries  through  its  tread  rubber  and 
equipment,  heavy  duty  parts  and  off-the-road  operating 
groups 

Bandag,  Incorporated  Summary  of  Operations 

For  the  tliree  months  ended  December  31: 

Percent 

1980  1979  Increase 

Sales                        $92,822,000  $85,580,000               8  5 

Net  Earnings                   8,900.000  8.009,000              1 1  I 

Earnings  per  share  .74  $  63  17  5 
Average  shares 

outstanding                12,059,37  3  12,692,588 
For  year  ended  December  31: 

Percent 

1980  1979  Increase 

Sales                     $330,918,000  $296,524,000             11  6 

NetEarnmgs                  27,352,000  25,261,000               8  3 

Earnings  per  share  2.27  1  99  14  1 
Average  shares 

outstanding                12,059,373  12.692,588 

(Contact:  Thomas  Dvorchak,  Senior  Vice  President  & 
C.F.O.,  Bandag  Inc.,  Bandag  Center,  Muscatine,  lA  52761. 
Phone:  (319)  262-1400). 


SENECA  OIL  COMPANY  0 

OKLAHOMA  CITY,  Oklahoma,  February  18,  1981— Seneca 
Oil  Company  (NASDAQ  Symbol:  SNCA)  today  reported  record 
quarterly  net  income  of  $926,800,  or  $.135  per  share,  for 
the  first  quarter  ended  December  31,  1980,  compared  to 
$16,228,  or  $.003  per  share,  for  the  same  period  last  year. 
First  quarter  revenues  were  $3,101,115  versus  $894,782  a 
year  ago. 


Ted  C.  Fowler,  President,  said  Seneca's  oil  and  gas  sales 
in  the  first  quarter  were  up  278%  compared  to  M  same 
period  last  year,  primarily  because  of  increased  production 
from  new  wells  and  higher  prices  received  for  oil  and  gas. 
Consulting  fees  were  also  up  significantly  due  to  the 
company's  increased  expForation  and  development  activi- 
ties. 

Fowler  said  that  as  of  today,  Seneca  has  drilled  a  total 
of  24  gross  wells  since  the  present  fiscal  year  began.  Of 
these,  two  are  dry  holes.  As  of  this  date,  Seneca  has  28 
wells  in  various  stages  of  completion,  testing,  or  waiting 
on  pipeline  connection,  and  six  more  wells  are  presently 
being  drilled. 

Operating  Results 
(Unaudited) 

3  months  ended  Dec.  31 
1980  1979* 
Total  Revenues  {3,101,115  $894,782 

Net  Income  928.800  16,228 

Earnings  per  common  and 

common  equivalent  share  .135  003 

Weighted  average  shares  and 

equivalents  outstanding  6,866,942  "  5,828.419 

'During  the  second  quarter  ot  fiscal  1980.  the  company  revised  its  full  cost 
accounting  method  to  conform  to  new  standards  prescribed  by  the  Securities 
and  Exchange  Commission  Financial  information  lor  the  first  quarter  ot  fiscal 
1980  has  been  restated  to  conform  to  this  change  in  accounting  standards 

"The  increase  in  shares  primarily  reflects  a  registered  stock  offering  of 
950,000  shares  in  luly,  1980 

(Contact:  Norman  K.  Edwards,  Senior  Vice  President- 
Chief  Financial  Officer,  Seneca  Oil  Corporation,  3013  N.W. 
59  Street,  Oklahoma  City,  OK  73112.  Phone:  (405)  848- 
3388.) 


UNITED  ENERGY  RESOURCES,  INC.  N 

HOUSTON,  Feb.  12— United  Energy  Resources,  Inc.,  today 
reported  1980  consolidated  net  income  of  $165.5  million  or 
$6.38  per  share,  on  operating  revenues  of  $4.1  billion, 
compared  with  net  income  of  $111.7  million,  or  $4.55  per 
share,  on  $3.1  billion  in  operating  revenues  in  1979. 

United  achieved  record  levels  in  net  income,  earnings  per 
share  and  operating  revenues  for  the  sixth  consecutive  year 
in  1980,  J.  Hugh  Roff,  Jr.,  United's  Chairman,  President  and 
Chief  Executive  Officer  said.  Per  share  earnings  in  1980 
increased  40  percent  over  1979. 

Fourth  quarter  earnings  for  the  consolidated  United 
companies  in  1980  were  $48.3  million,  or  $1.84  per  share, 
on  operating  revenues  of  $1.1  billion,  compared  with  $28.4 
million,  or  $1.10  per  share,  on  operating  revenues  of  $957.8 
million  for  the  fourth  quarter  of  1979  During  the  fourth 
quarter.  United  experienced  improved  operating  perfor- 
mances by  each  of  its  major  subsidiaries  and  an  increase 
in  the  amount  investment  tax  credit.  The  improved  operat- 
ing performance  reflects  high  volumes  of  natural  gas  sales 
on  both  the  interstate  and  intrastate  transmission  systems, 
higher  oil  and  gas  production  levels  and  prices  for  cotton 
petroleum,  and  an  increase  in  utilization  and  rates  by  the 
drilling  and  well  servicing  subsidiaries. 

United  Energy  Resources  is  the  parent  company  of  United 
Gas  Pipe  Line  Company  (interstate  gas  transmission). 
United  Texas  Transmission  Company  (intrastate  gas  trans- 
mission). Cotton  Petroleum  Corporation  (oil  and  gas  explo- 
ration, development  and  production).  United  Energy  Ser- 
vices Company  (contract  drilling  and  well  servicing)  and 
PetroUnited,  Inc.  (liquids  terminaling  and  marketing). 

UNITED  ENERGY  RESOURCES,  INC. 

(Consolidated) 

Year  Ended 
Dec.  31 

1980  1979 

Operating  revenues                    $4,135,342,000  $3,133,654,000 

Net  Income                                  165,454.000  111,687.000 

Earnings  per  share  6.38  4  55 
Weighted  average  shares 

outstanding                                25,9  1  4,63  5  24,548,972 

3  Mos  Ended 
Dec.  31 

1980  1979 

Operating  revenues                    $1,113,433,000  $  957,788,000 

Net  Income                                   48.334,000  28,380,000 

Earnings  per  share  1.84  110 
Weighted  average  shares 

outstanding                              26,268,258  25,757,498 

Earnings  per  share  and  weighted  average  number  of  shares  reflect  a 
distribution  in  the  nature  of  a  2-for-l  stock  split,  effective  April  1,  1980 

(Contact:  C.  Ray  Holland,  Public  Relations  Director, 
United  Energy  Resources,  Inc.,  P.O.  Box  1478,  Houston,  TX 
77001.  Phone:  (713)  237-5300.) 


Commodities 


MONEY  &  INVESTMENTS 


The  key^  to  the  relationship  between  interest 
rates  and  the  price  of  precious  metals  is  the 
real  return  on  alternative  investments. 

WHAT  FUELS 
SILVER  PRICES? 


fty  Stanley  W.  Angrist 


One  of  the  situa- 
tions that  I  am  most 
frequently  asked 
about  is  the  rela- 
tionship between 
interest  rates  and 
the  price  of  precious 
metals.  The  confu- 
sion exists  because 
at  times  rising  inter- 
est rates  are  viewed 


as  bullish  and  at  other  times  as  bear- 
ish. Shearson  Loeb  Rhoades,  Inc.  has 
recently  taken  a  look  at  this  question, 
and  I  think  the  results  are  significant. 

The  key  to  the  relationship  be- 
tween interest  rates  and  the  price  of 
precious  metals  is  the  real  rate  of  re- 
turn— that  is,  the  nominal  rate  less 
inflation  on  alternative  investments. 

It  is  widely  accepted  that  precious 
metals  are  generally  considered  to  be 
inflation  hedges.  When  the  real  rate  of 
return  from  investment-bearing  in- 
struments is  negative,  the  attractive- 
ness of  owning  precious  metals  is  in- 
creased. Investors  are  loath  to  tie  up 
their  funds  in  Treasury  bills,  bonds, 
certificates  of  deposit  and  the  like  if 
they  cannot  at  least  keep  pace  with 
the  general  level  of  price  rises  in  the 
economy.  However,  as  nominal  inter- 
est rates  rise  above  the  inflation  rate, 
investors  tend  to  liquidate  their  pre- 
cious-metal commitments  in  favor  of 
financial  investments. 

The  chart  at  right  illustrates  this 
point.  It  shows  the  real  rate  of  return 
on  Treasury  bonds  less  the  percent- 
age change  in  the  Consumer  Price 
Index  for  the  past  1 1  years.  Also 
plotted  is  the  change  in  spot  silver 
prices;  both  curves  are  plotted  on  a 
quarterly  basis.  During  the  early 
1970s  the  real  rate  of  return  on  finan- 
cial investments  was  positive  and  sil- 
ver prices  were  relatively  stable.  In 

Stanley  W'  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  the  author  of  Sensible  | 
Speculating  in  Commodities.  I 


the  highly  inflationary  1973-74  peri- 
od, the  real  rate  of  return  on  T-bonds 
became  negative,  causing  investors 
to  turn  to  precious-metal  invest- 
ments. By  early  1975  the  real  rate  of 
return  had  again  turned  positive  for 
financial  instruments,  and  silver 
prices  stabilized.  The  scenario  was 
replayed  again  in  the  1979-80  time 
period,  with  the  added  complications 
of  the  Hunt  brothers'  dealings. 

Thus,  the  relationship  between  pre- 
cious-metal prices  and  interest  rates 
seems  to  hinge  on  real  rates  of  return 
rather  than  rising  or  falling  interest 
rates.  Silver  will  be  an  interesting 
commodity  to  watch  this  year — even 
if  you  don't  care  to  trade  it.  Handy  & 
Harman's  1980  silver  supply/demand 
balance  for  the  Western  world  noted 
the  following  items: 

1 1  Total  consumption  fell  20%  last 
year.  While  all  major  countries 
showed  declines,  the  largest  percent- 
age drop  occurred  in  the  U.S. 

2)  The  primary  deficit — that  is,  the 
total  usage  less  mine  output — was  re- 
ported to  be  101  million  ounces.  This 


is  about  half  the  annual  average  deficit 
for  the  past  decade. 

3)  Secondary  sources,  which  are 
mostly  scrap  recovery,  coin  meltings 
and  exports  from  India,  swelled  to  22*^ 
million  troy  ounces — the  largest  fig 
ure  since  1969.  High  prices  workec 
their  magic  once  again. 

4)  The  "change  in  private  stocks' 
increased  123  million  ounces.  This  ie 
the  supply  surplus  that  must  be  ab 
sorbed  by  industry  or  investors.  With 
the  exception  of  last  year  and  the  de 
pressed  year  of  1976,  each  of  the  pasi 
ten  years  registered  a  supply  deficn 
for  silver. 

Shearson  forecasts  a  silver  surplus 
for  1 98 1 .  Even  if  consumption  expands 
somewhat^  secondary  silver  source; 
and  mine  production  should  be  mort 
than  sufficient  to  meet  demand.  Thus 
inflationary  expectations  will  declint 
somewhat  and  financial  instrument; 
will  show  real  rates  of  return.  O: 
course,  any  unexpected  shock  to  the 
world,  such  as  a  U.S.S.R.  move  intc 
Poland  or  a  cutoff  m  Middle  Eastern  oi 
would  alter  the  outlook  for  silver. 

I  would  consider  selling  the  Junt 
silver  contract  above  $  1 5.50  per  ounce 
from  my  entry  point  and  look  for  i 
move  down  to  around  $11.50  pei 
ounce.  If  you  do  this  trade  on  the 
Chicago  Board  of  Trade,  where  the 
contract  is  5,000  troy  ounces,  margir 
would  be  $6,000,  the  profit  potentia 
$20,000  and  the  risk  $2,500.  If  you  dc 
this  trade  on  the  Mid-America  Ex 
change  (1,000-troy-ounce  silver  con 
tracts)  the  margin  would  be  $1,800 
the  profit  potential  $4,000  and  the 
risk  $500  per  contract.  ■ 


It's  the  real  return  that  counts 

The  rate  of  return  on  a  silver  investment  moves  inversely  to  the  real 
rate  of  return — after  inflation — on  T-bonds.  When  real  returns  on 
financial  instruments  turn  negative,  silver  will  fly. 


Real  return  on  T-bonds  (%) 
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Newsweek  International: 

It's  a  magazine,  not  an  edition. 


Every  week,  we  c  reate  a 
magazine  that  is  specific  to  its 
markets:  to  the  readers  it  serves; 
to  the  advertisers  it  benefits. 

We  have  our  own  editors,  writers, 
correspondents,  columnists; 
our  own  production,  circulation, 
marketing  and  advertising 
professionals  who  know  the 
international  magazine  market 
and  serve  it  exclusively. 


No  other  medium  has  made 
so  great  a  commitment  to 
relevant  international  pub- 
lishing. This  publishing 
commitment  has  bred,  in 
turn,  a  readership  commit- 
ment: by  a  unique  and  grow- 
ing audience  of  people  who 
are  intelligent  by  definition; 


curious  by  disposition; 
powerful  in  their  professions; 
well-rewarded  for  their  work. 

Over  2,000,000  people  in  193 
countries  know  the  Newsweek 
they  get  is  something  very 
special . .  .a  truly  international 
magazine,  not  a  mere  edition, 
written  to  meet  their  interests, 
their  needs,  their  lifestyles. 

it's  their  magazine.  And  that's 
just  the  way  they  want  it. 


In  one  week— four  Newsweeks;  a  dramatic  demonstration 
for  those  who  thought  only  the  ads  make  the  difference. 


SALES  OFFICES:  New  York  •  Chicago  •  Los  Angeles  •  San  Francisco  •  London  '  Amsterdam 
•  Frankfurt/Main  •  Geneva  •  Paris  •  Rome  •  Hong  Kong  •  Manila  •  Sydney  •  Tokyo 


A  MAGAZINE, 
NOT  AN  EDITION 


Psychology  &  Investing 


THIS  BOOK 
CAN  SAVE 
YOU  AND 

YOUR 
COMMNY 

A  LOT 
OF  MONEY 


BUSINESS 
TRflVELCOSTS 
i  WORLDWIDE 


WHEN  YOU  AND  YOUR 
COMPANY'S  EXECUTIVES 
TRAVEL  ON  BUSINESS  IN 
THE  USA,  CANADA  AND 
91  BUSINESS  CITIES 
WORLDWIDE 

Business  Travel  Costs  Worldwide  helps  you  and  your 
company  plan  and  control  all  business  travel  costs  in 
advance  in  ?  major  currencies  (transportation,  tiotels, 
restaurants,  entertainment,  communications, 
secretarial/translation,  personal  care/grooming,  ptiar- 
maceuticals  and  much  more)  Considered  indispens- 
able by  travelling  executives  m  1 47  countries  With  the 
purchase  of  this  unique  business-travel  guide,  you  will 
receive,  as  a  free  gifl,  a  copy  of  another  most  useful 
business-travel  bock  which  is  available  only  by  annual 
subscription.  For  a  free  descriptive  catalogue  and  pric- 
ing of  Business  Travel  Costs  Worldwide  and  other 
"usiness-travel  related  guides  as  well  as  other  valuable 
publications  concerning  the  successful  conduct  of  in- 
teriijiional  business  and  penetration  of  new  world  mar- 
kets send  your  business  card  with  this  ad  to:  Multina- 
tional Business  Guides  Inc.,  Dept.  FB-381,  Harvard 
Square  Sox  92,  Cambridge,  MA  02138,  USA 


Gold  is  the  one-decision  growth  stock  of 
1981.  Remember  what  happened  to  the 
one-decision  favorites  in  1974? 

THE  GOLDEN 
DILEMMA 


By  Srully  Blotnick 


"I'm  getting  a  little 
lumpy,"  said  Phil, 
"this  IS  the  first 
time  I've  actually 
had  a  loss  on  my 
gold." 

"It's  just  a  tempo- 
rary dip,"  Dave  reas- 
sured him.  "The 
problems  haven't 
disappeared;  infla- 
tion, energy  and  budget  deficits  are 
still  with  us.  So  the  rise  in  the  price  of 
gold  to  new  highs  is  still  to  come." 

The  holders  of  gold  in  my  sample 
have  been  able  to  come  up  with  a 
variety  of  rationalizations  for  the  pre- 
cipitous slide  in  the  price  of  the  metal 
to  $463.  Most — more  than  three  of 
four — are  of  the  opinion  that  strato- 
spheric interest  rates  are  the  principal 
cause  of  the  decline. 

"If  I  didn't  already  own  gold,"  Phil 
acknowledged  glumly,  "I  guess  I 
wouldn't  be  buying  it.  Not  when  you 
can  get  16%  to  17%  on  your  money 
with  no  risk.  I  understand  why  people 
are  acting  the  way  they  are." 

The  implication  is  pretty  clear: 
High  interest  rates  are  hurting  most 
commodities  but  it's  just  a  temporary 
situation.  It  affects  the  speculators, 
but  It  doesn't  affect  me.  When  inter- 
est rates  drop,  commodity  prices  will 
go  up  again.  That  is  what  many  gold- 
owners  now  believe.  "All  the  com- 
modities I've  been  trading  have  been 
heading  downward  for  months,"  said 
Steve.  "I  recently  dropped  a  bundle  on 
a  bad  cocoa  trade." 

"I'm  not  just  playing  gold,"  said 
Tim,  who  shares  Phil's  view.  "I've  got 
positions  in  other  commodities  too. 
They  tend  to  move  together.  Actually, 
copper,  not  gold,  is  now  my  number 
one  position." 

Dr  Sriilly  Blotnick  is  a  practicing  psychologist 
and  author  of  Getting  Rich  Your  Own  Wa\' 
and  Winning:  The  Psycholog\-  of  Succe.ssfui 
Inve.sting. 


If  you  think  you  own  gold  for  pro- 
tection, for  insurance  against 
runaway  inflation,  you  tend  to  ride 
out  those  temporary  downdrafts. 
"Owning  gold  makes  me  feel  secure," 
IS  the  way  lack  puts  it.  "No,  I'm  not 
trading  the  stuff,"  said  one  investor, 
annoyed  that  I'd  even  asked.  "I  don't 
trade  my  insurance  policies  either. 
That's  not  what  they're  for." 

"Gold  isn't  really  for  a  rainy  day," 
said  another,  "it's  for  a  flood — lots  of 
days  of  heavy  rain,  back  to  back.  It'd 
be  just  my  luck  to  sell  it,  for  a  short- 
term  gain,  when  the  deluge  starts  and 
I  need  it  most." 

If  all  this  sounds  familiar  to  you,  it 
should.  Do  you  recall  the  one-decision 
growth  stocks  of  the  early  Seventies? 
You  bought  them,  put  them  away  and 
never  worried  about  them.  Until,  that 
is,  the  day  of  reckoning  came,  when 
you  realized  that  the  one-decision 
idea  was  a  joke.  Avon  Products  fell 
from  140  to  18  in  just  one  year.  It 
never  should  have  gone  as  low  as  18, 
but  it  should  never  have  been  as  high 
as  140  either. 

There  is  a  startling  similarity  be- 
tween the  comments  holders  of  gold 
have  been  voicing  and  those  made  by 
a  wide  variety  of  individual  and  insti- 
tutional investors  in  the  early  part  of 
the  last  decade.  Few  goldholders  now 
look  at  their  purchase  as  a  mere  in- 
vestment, and  fewer  still  see  it  as  just 
another  speculation  in  commodities. 
In  fact,  many  are  even  offended  at  the 
suggestion. 

That's  strikingly  parallel  to  the  situ- 
ation that  prevailed  eight  years  ago  in 
the  stock  market.  It's  revealing  that, 
at  a  time  when  people  were  speculat- 
ing (not  investing)  in  everything,  the 
attitude  should  have  reemerged  in  the 
late  Seventies  with  gold  as  its  only 
focus.  Cockiness  inclined  investors  to 
one-decision  stocks  in  the  early  Sev- 
enties. Fear  drove  them  to  a  different 
one-decision  purchase — gold — later  in 
the  decade.  So  they're  holding  on  to  it. 

That's  been  all  to  the  good  in  some 
ways,  since  it  allowed  the  investment 


FORBES,  MARCH  30,  1981 


MONEY  &  INVESTMENTS 


attain  a  value  that  has  surprised 
ly.  (Keep  in  mind  that  at  one  point 
median  gain  of  holders  of  gold  was 
r  $200  an  ounce  after  an  average 
ding  period  of  just  14  months.) 
St  of  the  stockholders  in  my  sam- 
would  have  benefited  from  holding 
ir  stocks  longer  than  they  have 
ti  in  recent  years.  Goldholders 
e  doing  the  right  thing — for  the 
ng  reason. 

recisely  because  fear  drove  them 
t  in  the  first  place,  and  makes 
n  cling  to  it  still,  this  one-decision 
ling  may  suffer  the  same  fate  the 
fty-Fifty"  did  in  1974.  Then,  .as 
',  there  was  no  need  to  sell, 
s  long  as  investors  are  sitting  with 
iper  profit  or  a  small  paper  loss 
'  usually  don't  worry  much.  Their 
1  remains  intact.  They  are  very 
osophical  and  take  the  long  view, 
let  that  little  loss  turn  into  a  big 
and  they  panic. 

bere  hasn't  been  much  panic  yet, 
1  though  gold  is  down  by  nearly 
from  Its  highs  of  last  year.  Why? 
eat  many  holders  are  still  sitting 
1  paper  profits.  There  are  863  in- 
ors  in  my  sample  who  own  gold, 
ir  median  cost  price  is  $448.  So  far 
've  lost  profits  but  not  capital.  So 

are  relatively  calm.  "I  want  to 
gold,"  said  one,  "but  I  don't  want 
;it  with  a  loss."  Said  another: 
)0  is  where  I'm  in  and  $450  is 
re  I'm  getting  out." 
It  this  fellow  may  not  actually 5^// 
>450.  He  may  not  be  scared 
igh.  Only  one  in  seven  of  my  gold- 
ers  say  they  will  actually  get  out 
n  their  last  bit  of  paper  profit  van- 
5.  The  rest  of  them  will  hold  on 
leir  gold  and  to  their  illusion  that 

bought  it  for  "insurance."  But 
how  long  will  they  hold  on? 
:'s  the  question.  My  guess  is  that 
lid  breaks  $400,  a  lot  of  people 

forget  that  they  had  intended 

gold  as  a  "permanent"  part  of 
■  investment  portfolio.  They  will 

to  dump. 

an  remember  one  of  my  investors 
ig  this  in  1973  about  his  heavy 
ings  of  high  P/E  growth  stocks:  "I 
t  have  to  worry;  if  the  top  tier 

the  whole  market  goes  and  be- 
:s  worthless."  He  was  wrong. 

top  tier  went  and  even  now 
't  come  all  the  way  back,  while 
est  of  the  market  has  done  well. 
/  guess  is  that  if  gold  doesn't  hold 
e  mid-400s  it's  got  a  long  way  to 
1  the  downside.  Those  of  you  who 

gold  might  do  well  to  have  a 
tal  stop-loss  somewhere  below 
— and  stick  with  it  ■ 


NONEY  MARKET 
YIELDS,  NOW 
TAX-DEFERRED. 


Fidelity  now  offers  you  a  way  to 
current  money  market  yields.  This  pi 
Fidelity  INCOME  PLUS.  It  can 
speed  up  the  accumulation  of  assets 
for  retirement  or  other  long-term 
goals. 

You  still  enjoy  the  benefits  of 
stability  of  principal  and  high  daily 
income.  Plus  you  defer  taxes  on 
income  until  you  draw  it  out. 

Also,  if  your  investment  goals 
should  change,  you  can  transfer 
tax-free  to  another  fund  or  funds, 
without  charge,  quickly  and  simply. 

For  more  information  on 
FDITand  Fidelity  INCOME  PLUS, 
call  Fidelity  today. 


Fidelity  INCOME  PLUS  has  been  filed  in  most  states,  but 
may  not  yet  be  available  in  all  slates  where  filed. 
'The  Internal  Revenue  Service  has  recently  issued  a  reve- 
nue ruling  which  questions  the  tax  deferred  status  of  varia- 
ble annnuities  funded  bv  s,i\'in^;s  ,ind  loan  accounts. 

Fidelity  INCOMK  PI  I     I  ived  an  opinion  of  tax 

counsel  that  this  ruliii):  J"r  umi  iiu-ct  the  tax  status  of 
Fidelity  INCOMF  PLUS, 

Fidelity  INCOME  PLUS  is  the  Fidelity  Variable  Annuity 
Account,  a  separate  account  of  Pacific  Fidelity  Life  Insur 
ance  Company, 


^^^^^^^^^^ 


defer  current  taxes*  on  FDIT's  high 
an,  which  is  a  variable  annuity,  is  called 

FIDEUTT: 

INCOME  PMI 

(The  Fidelity  Variable  Annuity  Account) 

P.O.  Box  832.  Dept.  JB  033081 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information,  including 
management  fees  and  expenses,  please  write 
or  call  for  prospectuses.  Read  them 
carefully  before  you  invest  or  send  money 


■  M    fidelity  over  $9  billion  ol  assets  under 
■      Group  management. 
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have  the  power  to  end 


NATIONAL  HUNTINGTON'S  DISEASE  ASSOCIATION 

SLite  501, 1441  Bro.3dway,  New  York,  N,Y  10018 
212-966-4320 

THIS  SPACE  CONTHIBUTEDBV  THE  PUBLlSMEfi 


TEACHING  KIDS 
BUSINESS  IS  \ 
OUR  BUSINESS. 


lunior  Achievement  offers  business 
people  a  rare  opportunity.  A  chance 
to  share  their  knowledge  with  the 
next  generation  of  business  people. 

In  our  JA  evening  program  you'll 
meet  once  a  week  with  high  school 
students  to  help  them  set  up  and  run 
their  own  companies.  Or,  in  our 
daytime  program,  Project  Business, 
you'll  go  into  classrooms  once  a 
week  to  teach  8th  or  9th  graders 
about  the  business  world. 

To  find  out  more  about  Junior 
Achievement  contact  our  local  office 
listed  in  your  white  pages  or  write 
Junior  Achievement  Inc.,  National 
Headquarters,  550  Summer  St., 
Stamford,  Conn.  06901. 

Like  over  30,000  other  men  and 
women  you'll  discover  a  special 
sense  of  achievement  when  you  join 
Junior  Achievement. 


A  little  prldewlll 
go  a  long,  long  way. 


ft  DIVISION  OF  JUNIOR  ACHIEVEMENT  INC 


UTILITIES 
COMPANY 


DIVIDEND  INCREASED 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  47  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  April  1,  1981  to 
shareholders  of  record  at  the 
close  of  business  March  6,  1981. 


Dallas,  Texas 
February  20,  1981 


R.  E.  FONVILLE 

Secrefary 


Slectric  Utility  Subsidiaries: 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


N:Y  Times 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet.  2nd  &  3rd  Aves.) 
N  YC.  753-8450-1 


Observations 


Stay  liquid,  avoid  short-term  debt.  If  you 
can,  sell  your  house  and  rent  for  a  while. 

HOW  TO  PROTECT 
YOURSELF 


By  Ashby  Bladen 


The  first  step  in 
planning  your  per- 
sonal strategy  for 
coping  with  the  de- 
veloping financial 
crisis  is  to  under- 
stand clearly  just 
what  sort  of  a  crisis 
it  is  that  is  develop- 
ing. It  is  a  liquidity 
crisis.  Not  only  has 
the  rate  of  debt  formation  been  exces- 
sive for  many  years  now,  so  that  on 
average  the  coverage  of  debt  service 
requirements  by  incomes  is  getting 
perilously  thin,  but  also  far  too  much 
of  the  debt  is  at  short  term.  When  the 
crisis  erupts,  many  people,  businesses 
and  governments  will  find  their  credi- 
tors demanding  repayment  of  debts 
that  they  had  expected  to  roll  over, 
because  the  creditors  are  being  pressed 
to  repay  their  own  debts.  Those  who 
do  not  have  the  liquid  resources  to  pay 
off  their  debts  will  be  in  trouble.  The 
prices  of  things  that  have  been  ac- 
quired with  short-term  borrowings 
will  tumble  when  borrowers  have  to 
sell  them  for  whatever  they  will  bring 
in  order  to  get  the  cash  to  repay. 

In  my  opinion,  houses  are  most 
clearly  poised  for  a  tumble.  There  are 
many  reasons  why  we  are  on  the 
brink  of  a  crash  in  house  prices.  It  is 
well  known  that  the  great  majority  of 
the  financial  institutions  that  have 
traditionally  financed  housing  are 
now  in  trouble  because  the  rate  of 
interest  that  they  have  to  pay  to  at- 
tract funds  is  higher  than  the  rate  that 
they  are  earning  on  their  mortgage 
investments.  To  complicate  the  situa- 
tion, they  do  not  have  sufficient  cap- 
ital to  sell  their  old,  low-yield  mort- 
gages at  a  loss  in  order  to  reinvest  at 
today's  yields.  That  is  true  not  only  of 

Ashhy  Bladen  is  senior  ince  president- invest- 
fuents  for  the  Guardian  Life  Insurance  Co.  of 
America,  and  antlx)r  of  How  to  Cope  with  the 
Developing  Financial  Crisis. 


the  mutual  savings  banks  and  savings 
and  loan  associations,  it  is  true  in 
spades  of  the  Federal  National  Mort- 
gage Association.  If  you  have  access 
to  the  latest  Vcdne  Line  Inveslnieril  Ser- 
vice report  on  Fannie  Mae,  take  a 
good,  hard  look  at  it.  The  old  gal  is  in 
no  condition  to  buy  a  lot  more  mort- 
gages this  year.  Add  to  these  problems 
the  natural  reluctance  of  lenders  to  tie 
up  their  funds  at  long  term  during  a 
period  of  serious  inflation,  and  it  is 
easy  to  see  why  the  traditional  long- 
term,  fixed-interest-rate  mortgage  is 
rapidly  becoming  extinct. 

A  second  reason  we  are  on  the 
brink  of  a  housing  crash  is  that  the 
arrangements  now  being  made  to  re- 
place the  traditional  mortgage  all  de- 
pend for  their  soundness  upon  a  con- 
tinuing rapid  appreciation  of  house 
prices,  so  that  even  a  moderate  slow- 
down in  the  rate  of  inflation  would 
rapidly  precipitate  a  liquidity  crisis. 
The  degree  of  exposure  varies  in  dif- 
ferent parts  of  the  country.  It  may  not 
be  great  in  areas  where  house  prices 
have  not  gone  up  enormously,  but  the 
risk  in,  say,  California  looks  horren- 
dous. Most  of  the  houses  sold  in  Cali- 
fornia during  the  last  year  have  been 
financed  by  the  seller  at  short  term,  or 
by  taking  back  a  second  mortgage  for 
virtually  the  seller's  entire  equity  in 
the  property.  Let  me  repeat  the  advice 
I  gave  in  my  book:  If  you  can  do 
without  owning  a  house,  sell  and  rent 
for  a  while.  That  is  a  particularly  good 
idea  if  you  are  over  55:  You  can  realize 
a  profit  of  up  to  $100,000  without 
having  to  pay  a  capital  gains  tax.  To- 
day I  merely  add:  Do  it  right  now.  And 
don't  take  back  a  high  loan-to-value 
mortgage  or  a  second  mortgage  if  you 
can  possibly  avoid  it. 

The  general  principle  for  coping, 
then,  is  perfectly  clear:  Have  liquid 
assets,  and  have  no  potentially  press- 
ing debts.  If  you  must  borrow,  do  it  for 
as  long  a  time  as  you  can.  I  know  that 
it  is  increasingly  difficult  to  borrow  at 
long  term  today- — the  basic  reason 
why  we  are  headed  for  a  crisis  is  that 
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long-term  capital  markets  are  be- 
ing to  break  down, 
great  many  people  may  be  about 
nd  out  that  it  has  also  become  a 
I  deal  more  difficult  to  borrow  at 
t  term.  The  fortuitous  combina- 
of  easing  the  federal  bankruptcy 
and  permitting  lawyers  to  adver- 
is  likely  to  result  in  a  substantial 
ine  in  the  availability  of  consumer 
it.  The  most  aggressive  law  firms 
been  telling  us  for  about  a  year 
that  the  best  way  to  get  rid  of 
debts  is  to  go  bankrupt.  The 
ber  of  personal  bankruptcies  is 
g  dramatically,  and  if  the  bank- 
;y  approach  to  personal  financial 
agement  becomes  the  conven- 
il  wisdom,  then  the  days  when 
about  everybody  was  considered 
3le  for  personal  credit  are  just 
t  over. 

le  only  way  that  a  pervasive  fi- 
ial  crisis  could  be  avoided  at  this 
late  would  be  for  the  Reagan  Ad- 
stration  to  continue  the  previous 
inistration's  policy  of  bailing  out 
'^body  whose  failure  would  cause 
iployment.  At  first  glance,  the 
al  guarantee  of  another  $400  mil- 
of  borrowings  for  the  Chrysler 
.  looks  like  precisely  that.  But 
:ombined  loss  of  $4  billion  that 
bree  major  automobile  manufac- 
s  reported  in  1980  makes  it  clear 
the  domestic  industry  itself  is  in 
ijor  crisis.  The  companies  still 
to  borrow  several  billion  dollars 
in  order  to  complete  their 
^eover  to  small,  fuel-efficient 
and  to  increase  their  productiv- 
nough  to  continue  to  compete 
the  much  lower  wage  costs  of 
ipanese  industry, 
order  to  keep  all  the  domestic 
nobile  companies  in  business  the 
nment  would  effectively  have  to 
them  over  so  that  their  losses 
d  be  borne  by  the  American  tax- 
s.  I  find  it  difficult  to  believe  that 
Administration  is  about  to  use 
sler  as  the  first  block  in  building 
ikee  version  of  British  Leyland. 
nuch  more  likely  that  Chrysler 
Drove  to  be  the  last  gasp  of  the 
r  bailout  program.  But,  like 
leed  before  it,  it  does  set  a  prece- 
:hat  the  Administration  will  find 
rrassing  in  the  future.  And  it 
represent  another  $400  million 
e  taxpayers'  money  down  the 
I  have  nothing  personal  against 
>ler — the  best  car  I  ever  had  was 
nouth — but  if  we  insist  on  pet- 
ting inefficient  businesses  at  the 
lal  expense,  our  national  stan- 
)f  living  must  decline.  ■ 


2  things  you  should  know 

about  EVERY  stock  that 
concerns  you: 

Each  of  1700  stocks  monitored  by 
Value  Line  is  the  subject  of  a  new 
full-page  Report  (size  QV2  x  11) 
every  13  weeks.  (A  complete  set  of 
the  latest  Reports  is  yours  as  a 
bonus  below.) 


TIMELINESS         3  '^"^•^^e 
/  Relative  Price  Perform-  \ 
Vance  Next  12  Mos  / 

SAFETY  3  ^'""^^ 

(Scale:  1  Highest  to  5  Lowest) 

BETA  1.20 


Each  of  these  full-page  Reports 
contains  more  than  7000  items  of 
information  about  the  subject  com- 
pany and  its  stock.  But  before  you 
bother  with  any  other  information, 
there  are  two  things  you  should 
know  about  EVERY  stock  that 
currently  concerns  you: 

1.  How  SAFE  is  this  stock?  Value  Line  ranks  each  of  1700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  relative  long  term  investment  Safety.  The  Safety  rank  is  based 
on  the  stock's  price  stability  and  the  company's  financial  strength  (each  of  which  is 
also  ranked  separately).  If  you  require  superior  Safety,  stick  with  stocks  ranked  1  or  2 
in  this  respect. 

2.  How  TIMELY  is  this  stock?  Value  Line  ranks  each  of  1700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  Timeliness— reflecting  Value  Line's  objective,  computerized 
assessment  of  its  relative  price  performance  prospects  in  the  next  12  months.  Almost 
every  stock  goes  through  phases  when  it  performs  a  lot  better,  or  worse,  than  the 
overall  market.  Whatever  else  you  may  want  from  your  investments,  if  you  want  per- 
formance, we  suggest  you  stay  with  stocks  currently  ranked  1  or  2— and  not  worse 
than  3  (Average) — for  Timeliness. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  Introductory  10-week  trial  subscription  to  the 
Value  Line  Investment  Survey  for  only  $33— about  halt  the  regular  price— providing 
you  or  any  member  of  your  family  has  not  had  a  subscription  in  the  past  two  years.  As 
a  double  bonus  at  no  additional  charge,  you  will  receive  the  2000-page  Investors 
Reference  Service  (covering  more  than  1700  stocks)  which  will  be  updated  every 
week— and  the  96-page  booklet,  "Evaluating  Common  Stocks.  "  Filing  takes  less  than 
a  minute  a  week.  All  this  material  is  so  organized  in  your  binder  that  you  can  quickly 
turn  to  a  continually  updated  report  on  almost  any  leading  stock. 

PHONE  YOUR  ORDER  TOLL  FREE: 
If  you  have  Master  Card,  or  Visa  1-800-331-1750 
(Operator  13)  24  hrs.  7  days  per  wk. 


■The  Value  Line  Investment  Survey 

I  Arnold  Bernhard  &  Co.,  Inc.  •  711  Third  Avenue,  New  York,  N.Y.  10017 


I INTRODUCTORY  OFFER 
□  Begin  my  10-week  trial  for  $33  to  The 

I Value  Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the  two 

■ bonuses  listed  above.  Trial  subscription 
must  be  accompanied  by  payment, 

■ ONE  YEAR  SUBSCRIPTION 
□  Begin  my  1  Year  (52  issues)  subscrip- 

Ition  for  $330  and  send  me  the  two  bonuses 
listed  above.  There  are  no  restrictions  with 

■ this  annual  subscription, 
SPECIAL  EXTRA  BONUS 

I A  famous-make  pocket-  \gir!!7tm''^\ 
size  CREDIT  CARD/SUPER  1"  -  ...> 

I SLIM  LCD  CALCULATOR  j  ^S:::! 
(with  full  memory)  given  '  ■■■■■■ 

■ to  you  when  you  order  The  Value  Line  In- 
vestment Survey  for  one  year  (must  be  ac- 
■  companied  by  payment). 


Department  816L30 

□  My  payment  is  enclosed.  □  Please  charge 
to:  □  American  Exp.  □  Master  Card 

□  Visa  Expiration  Date   

Accounts   

(This  subscription  is  tax-deductible.) 

(N.Y,  residents  add  sales  tax.) 


Signature 


Name 


Address  Apt.  No. 


City 


State 


Zip 
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go 
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lan^H-iaee. 


% 

American 
Cancer 
Societ>^ 

We  want 
to  cure  cancer 
in  vour  lifetime. 


Diamond 

International 


'OC  CONSECUTIVE 
VEARS  OF  DIVIDENDS' 


-  SCALE 


How  iroiiki  you  like  to  buy  a  ^'prograiu' 
that  would  give  you  a  6%  return  ui  a 
market  that  is  risi?ig  by  18%  or  more? 

OPTIONS:  DON'T  BE 
THE  PIGEON 


By  John  Train 


Some  vears  ago,  dur- 
ing an  org\-  of  dia- 
I  ^  f^A  ^'^^'^  speculation, 
Tiffany's,  to  its  eter- 
nal credit,  adver- 
tised in  the  newspa- 
pers to  tell  custom- 
ers not  to  buy 
diamonds.  Similar- 
ly. I  will  always  hon- 
or T.  Rowe  Price  6v 
Associates  tor  bcjJtitig  sales  of  its  New 
Honzons  Fund  when  the  market  was 
in  a  speculative  boil. 

It  seems  to  me  that  some  members 
of  the  investment  communm-  today 
are  domg  the  opposite:  Instead  of 
thinking  of  themselves  as  profession- 


persuade  customers  to  play  the  com- 
modities market.  Equally  bad  m  my  | 
opinion  IS  the  pushing  of  option-sell- 
ing   programs.  "  Investors  are  told  I 
that  they  can  with  safety  earn  15% 
annually  over  long  p>enods  of  time  by 
buying  stocks  and  then  selling  put- 
and-call  options  against  the  stocks. 
Here's  the  argument:  If  the  buyer  of 
the  option  doesn't  exercise  his  piece 
of  paper,  the  "writer"  gets  to  keep  the 
premium  as  well  as  the  dividend  on 
the  stock;  if  the  option  is  exercised,  i 
the  "\sTiter"  still  comes  out  well  fromj 
a  combination  of  the  option  and  the] 
dividend.  That's  the  theory. 

However,  options  trading  is  not  in- 
vesting, not  a  value-creatmg  function. 
You  are  not  putting  your  money  to  I 
work  in  a  wav  that  entitles  you  to  an  I 


High  risk,  small  reward 


Below,  results  achieved  by  five 
professionally  managed  option 
■programs."  Note:  the  average  an- 


nual rate  of  return.  It's  less  than 
the  return  any  other  investment 
for  income  would  have  yielded. 


1  StaTtiii° 

date  Fund 

Original 
issue 
price- 

Net 
asset 
value- 

Cash 
distri- 
butions 

-Adjusted 
net  asset 
%alue' 

Total 
retixm'' 

Colonial  Option  Income 

Si:. 50 

S11.19 

S4.-4 

SI  5.93 

2^.4% 

Federated  Option  Income 

15.00 

12.S" 

4.16 

13.5 

Kemper  Option  Income 

15.00 

U.05 

5.46 

19.51 

30.1 

10^"- 

Oppenheimer  Option  Income 

25.00 

22.89 

7.20 

30.09 

20.4 

6" 

Putnam  Option  Income 

15.00 

14.  IS 

4.96 

19.14 

2".6 

Average  total  return  over  entire  period 
Average  compoumd  aimual  rate  of  return 

23.8% 
6.2% 

*lQchides  S/^  ■ 
n«  asset  value 


-.A.-  .  ;  IZ  .-:  >:  -'Ne'.  a.vjei 
issue  pnoe  c^ier  3  '■i  >«ars- 


a;>L'rrutio.-.<  equals  adhisted 


als,  whose  only  real  asset  is  their  repu- 
tation for  integrity  and  dedication  to 
their  customers'  interests,  a  few  seem 
to  think  It's  all  right  to  sell  their  cus- 
tomers any  "product."  As  long  as  that 
product  can  be  sold  profitably,  it 
doesn't  matter  whether  it  makes 
sense  for  the  customer  or  not. 

I've  \\Titten  in  the  past  about  the 
gloom  I  feel  when  contemplating  ef- 
forts by  some  Wall  Street  firms  to 

Jotn  Train  ^president  of  Train.  Smtib.  /m>est- 
menx  Counsel,  Seu-  York,  and  the  author  of 
The  Money  Masters  a'zd  Dance  of  the 
Monev  Bee; 


economic  rent,  '  like  the  owner  of  a 
piece  of  real  estate  or  of  a  manufactur- 1 
mg  enterprise.  It's  a  form  of  gambling. 
All  the  options  eventually  expire,  dis- 
appear into  thin  air,  and  at  the  end  of 
the  year,  all  the  speculators  as  a  class 
iust  end  up  a  billion-odd  dollars  poorer 
because  of  the  commissions  they ; 
have  paid  the  brokers — the  "win,"  as  ! 
it's  called  in  the  casino  business. 

So  before  buying  the  option-seUing  | 
theorv-.  consider  these  facts: 

I '  The  broker  expects  to  take  about 
20°o  of  your  equity  ever>-  year  m  com- 
missions. jThis  figure  emerged  from 
an  SEC  study.)  Options  are  a  broker's 
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V.  4S  CvMVXUUXl- 

w  to  tOiJ%  ot  the  cus- 


rcaiv 
ios 
in  tv- 
unci  >  V 

2)  You  nwv  i!ct  Jiiv>\vn  a  lot  ot  i\utK- 
naticil  K>m\uU$  dcnuvn^itrAtuxji  thdit 

insic  idvAntAjsc  oxx-r  otlKv  in\xs- 
ins.  I  hjixx-  cxAmiixNi  manv  such 
udics-  ThoY  iro  cvjictlv  4S  usctul  a$ 
udics  ih^i  piv^No  th.-.t  pcqvtUAl 
lotion  m^ch-.r.c  ^^  v  not  only 

id  math  but  intr.r,,-  .... . >  .ihsurd divi 
lisleading-  fa  ciriieT  Forbes  articles, 
have  oit^  j:Titi<:tical  rehitations  of 
le  allesssi  ai\  antigc  ot  option-xmt- 
ig:  in  the  Apr/.  l^^'^S  Unnx^rsitv  ot 
hicaco  Ji-wr-j,;,  . y  .^;,sr»k^«c;  in  the 
intei  W""^  Iw"^;,*,  ,v"  •Ivr^Vio  M\:.k- 
lemcfi:  m  the  Jiine  N'"^  77v  M^ointi 
nnnicJc:  in  the  Septembei-October 
?79frri.;»2t"3.i'.V2<i^ss>  7<-i/vrTiii/-  and 
le        cY'''^  •'-•^  liiw^**'  bv  Garv"  Ci- 
neau  .McGrav-Hilll 
31  Pamcularlv  retail — as  distinct 
om  proitssionxl — optiOTi-\*Titers  aie 
ist  suckers.  The  professitaials  aie 
med  with  well-programmed  com- 
aters,  and  sit  there  with  their  eyes 
ued  to  the  tape  like  skeei-shooteis. 
an  inefficHuly  {Hiced  c^Mdcm  does 
)p  up,  thef^  aO  set  to  hit  it  in 
:conds-  By  die  tin^  the  retail  qpecu- 
tor  gets  a  chance  at  the  (^ipoitunity 
has  beai  consideied  and  leiected 
/  thousands  of  paoiessiaQals.  bideed, 
le  retail  optMO-wxiter  is  the  prates- 
onal's  clay  pigeoD- 
41  The  rlinrihfT  is  diat  even  the 
ofessicMials  no  knger  seon  to  make 
)od  money.  The  maiket  has  gottoa 
to  efficient.  Hexfs  pmot  There  are 
v^e  opcian-selHiig  tunds  that  have 
:en  in  opaatam  bw  over  diree 
:ars — all  with  the  picHni^ng  name 
ncome"  in  their  tides.  Alas,  the  to- 
1  return  from  these  funds  has  been 
5  than  the  income  hom  an)'  odier 
Lcome  investmCTt-  The  table  on 
ige  156  shows  actuai  results.  {1  am 
idebted  £or  these  calculations  to 
homas  C.  Nodding  of  Chica^,  a 
:spected  audiuiity  on  opdoos.l 
An  sverage  tate  at  return  of  6.2%  is 
:ett>-  diin  in  a  period  of  hidi  infta- 
on  and  taxes, 
lese  ptoiessooaDv  - 
/eraged.  Thaf  « t? 
on-selling:  It  ^  " 
sing  market 
ocks  zf 
lere  art  : 
m  lovt 
Spea>:r 
rams 

liking  ... 

:ams"  or  rouktte  "p!i/j^m>>  '  ■ 


DO  YOU  KNOW  WHICH  MUTUAL  FUNDS 
ARE  RIGHT  FOR  YOU  NOW? 


Aggi'essive  Growili  Funds 


These  haw  sIkw-:  :iiey 
the  risks  and  rewMidsv. 


Gold  Fimd; 


Money  Mai'ket  Funds 


Let  l^'nked  heir 


Funds 


I 


FiBoutthisc. 


Ifeaat  ssnt  me  Tie  snrEiTaakae  it 
■"  Jiriia  ?mit  iidiL  iianra:  ssst  bt^ .-r   

L  S [TED  MutiBl  Ftmd  Se^ecto^- 

I  I  ;~-£~    r*Ir'I">    Wi-r.i   I.I  f 


MONE\'  >L\RKET  mLDS 
AMTH  ONLY  SLOOO 

Money  market  funcfe  o&r  snbsEannal  advano^s: 

□  Prompt  Hqmdity  by  trfqdioiie 
ID  Free  ch^kwritiiigorer^ClCi 
CI  No  earlv  withdrawal 

□  Free  excharLge 
CU  No  sale-  charge 

Cai:        :■  : 

In  Baito.  547-2506. 


RcM^Pnce  Prime  Reserve  Fiiod.  be  \' 


'Sfi  E.  P:^.  SrrssL  Bafcrnx^^  VjaryoEd  222:: 
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With  a  new  Administration  and  emerging 
technologies,  the  boom  in  new  issues  of  com- 
mon stock  may  have  just  begun. 


New  issues 
pick  up  steam 


Statistical  Spotlight 


By  Steve  Kichen 


WITHIN  THE  PAST  18  months  the 
recovery  of  the  new-issues  mar- 
ket has  been  gaining  momen- 
tum. The  probusiness  attitude  of  the  new 
Admniistration  is  likely  to  encourage  in- 
creased new-issue  underwriting,  particu- 
larly in  such  rapidly  evolving  technol- 
ogies as  energy,  biomedical  science,  ge- 
netic engineering,  data  processing  and 
electronics. 

Nothing  highlights  the  growing  public 
interest  in  new  issues  more  than  the 
recent  offering  of  Genentech  in  October 
1980.  In  its  first  day  of  public  trading 


this  stock  went  from  its  offering  price  of 
35  to  a  very  short-lived  high  of  89,  even 
though  Genentech  is  earning  only  a  few 
pennies  per  share — all  from  research 
contracts. 

Several  drug  and  chemical  firms  and 
major  universities  are  also  actively  in- 
volved in  genetic  engineering  research. 
One  of  them  is  Cetus,  which  recently 
went  public  with  an  offering  more  than  3 
times  larger  than  Genentech's.  And  early 
in  1981  Biotech  Capital,  a  venture  cap- 
ital firm  specializing  in  biosciences,  had 
a  $13.2  million  offering  that  sold  out 
quickly. 

The  new-issue  game  is  not  for  the  faint 


of  heart.  If  you  had  bought  into  Inte 
tional  Picture  Show  last  August,  foi 
ample,  you  would  now  be  left  with 
than  60%  of  your  investment.  There' 
substitute  for  a  close  reading  of  the  o 
ing  prospectus. 

In  the  table  below  is  a  select  grou 
first-time  common  stock  offerings  f 
1979  to  the  present.  To  screen  out  s 
of  the  smallest  and  most  speculal 
ventures  we  eliminated  offerings  prl 
at  less  than  $  1  per  share,  or  where  fa 
than  1  million  shares  were  being  offi 
or  where  the  initial  market  value 
below  $3  million.  New  issues  solo 
units — with  warrants  or  other  "swi 
eners" — were  also  eliminated  bee; 
they  are  inherently  more  speculal 
Even  so,  our  list  contains  plent)i 
potentially  risky  investments.  S 
most  of  these  companies  are  star 
from  a  very  small  base  their  finan 
figures  are,  of  course,  often  not  re 
sentative  of  the  company's  long-t| 
potential. 

To  date,  most  of  the  firms  on  our 
have  shown  positive  price  appreciat 
The  real  winners:  Amber  Resources) 
525%;  Griffin  Petroleum,  up  519%; 
Lewis  Energy,  up  413%. 

Norman  G.  Fosback,  editor  of  thei 
Issues  newsletter,  gave  us  a  list  of  soni 
his  favorite  forthcoming  or  recently 
leased  issues:  Infotron  Systems,  a  ma 
facturer  of  computer  interconnect 
vices;  Cetus;  Durolith,  a  manufacture 
electronic  equipment  control  pan 
SCI,  a  computer  software  company 
cializing  in  programs  for  bank  trust 
partments;  and  Sterling  Pipe  &  Suppi 


Debutantes 


Here  are  the  most  presentable  new  issues  of  the  past  two 
years.  To  exclude  the  more  speculative  offerings  we  insisted 
on  an  offering  price  of  at  least  $1,  at  least  1  million  shares  in 
the  offering  and  an  initial  market  value  of  $3  million. 


Number 

Revenues 

of 

latest 

Earnings 

shares 

%  change 

fiscal 

per  share 

Price/ 

Date  of 

offered 

Offering 

Recent 

in 

year 

latest 

earnings 

Company/principal  business 

offering 

(000) 

price 

price 

price 

(000) 

12  months 

ratio 

Amber  Resources/oil  and  gas 

1/10/79 

4,000 

$  1.00 

$  6.25 

525% 

$  456' 

ml 

NM 

Teleco  Oilfield  Services/oilfield  services 

4/17/79 

1,000 

11.25 

42.50 

278 

14,499 

$0.67 

63.4 

Brae/railcar  leasing 

5/4/79 

1,000 

19.00 

10.50 

-45 

30,168 

1.54 

6.8 

American  Vision  Ctrs/rctail  vision  stores 

5/29/79 

2,300 

1.50 

1.63 

8 

3,266 

0.06 

27.1 

Create  Bay  Casino/hotcl  and  casino 

5/31/79 

1,029 

25.00 

12.75 

-^49 

908 

dl.75 

d 

 1 

Nicklos  Oil  &  Gas/oil  and  gas 

6/27/79 

1,250 

10.67 

26.50 

148 

31,790 

1.00 

26.5 

Xplor  Energy/acquires  mineral  lease  acreage 

9/14/79 

6,400 

1.25 

1.19 

-5 

0 

0.01' 

NM 

TPEX  Exploration/oil  and  gas 

10/31/79 

3,000 

1.00 

1.75 

75 

893 

ml 

NM 

Lewis  Energy/oil  and  gas 

11/9/79 

6,000 

1.00 

5.13 

413 

ml 

do.  17 

d 

Land  of  Lincoln  S&L/savings  and  loans 

12/4/79 

1,047 

7.50 

6.13 

18 

34,698 

0.76 

8.1 

Moxa  Energy/oil  and  gas  royalties 

12/20/79 

1,000 

7.38 

11.50 

56 

950 

d0.02 

d 

Encore  Industries/slot  machines 

1/18/80 

1,000 

5.00 

3.75 

-25 

nil' 

d0.40 

d 

Naples  Federal  S&L  Assn/savings  and  loans 

2/14/80 

1,167 

14,13 

16.38 

16 

51,014 

2.31 

7.1 

Blocker  Energy/oil  and  gas 

2/28/80 

1,250 

14.00 

26.50 

89 

76,722 

1.20 

22 

Ea«rgy  Methods/oil  and  gas 

3/21/80 

2,525 

2.25 

5.25 

133 

207 

d0.02 

d 

'iiut\  est  income  only.    ^Figure  covers  a  period  ol  less  than  12  months.    ^  Company  estimate.    NA:  not  available    ml  insigiiilicam    d:  negative     .NM;  not  meaningtui. 
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Debutantes 


any/principal  business 


Date  of 
offering 


Number 
of 

shares 
offered 

(000) 


Offering 
price 


Recent 
price 


om  S&L  Assn/savings  and  loans 

Systems/electronics 

1  King  Mines/leasing,  explor  coal  prop 

n/semiconductors 

i  Mountain  Explor/oil  and  gas 


Revenues 
latest 

%  change  fiscal 
in  year 
piice  (000) 


Earnings 
per  share 

latest 
12  months 


5/13/80 
5/14/80 
5/19/80 
5/29/80 
6/4/80 


2,389 
1,600 
3,500 
1,000 
3,000 


$14.75 
2.00 
1.00 
5.00 
1.00 


$12.00 
2.75 
2.88 
11.50 
2.63 


Price/ 
earnings 


-19% 

$103,436 

$  0.62 

16.7 

38 

992 

0.352 

188 

nil 

d0.09 

J 

130 

8,283 

d0.40 

163 

NA 

niP 

73 

302 

dO.66 

d 

-18 

219,739 

1.03 

8.7 

68 

89,294 

1.71 

18.1 

188 

5,931 

nil 

NM 

83 

195,085 

1.45 

19.0 

48 

10,674 

0.43 

68.6 

113 

1,130 

d0.05 

d 

0 

1,900' 

d0.02 

d 

129 

55,797 

1.32 

12.7 

113 

83  >'  2 

nil 

:apital  Equip  Ltd/equipment  leasing  6/12/80  1,500  5.50  9.50 

■ederal  S&L  Assn/savings  and  loans  6/18/80  2,396  11.00  9.00 

!w  Corp/antennas,  transmission  lines  6/19/80  1,100  18.50  31.00 

:e  Oil  &  Gas/oil  and  gas  drilling  6/19/80  8.000  1.00  2^88 

Jutrition/retail  health  fds  &  cosmetics  6/19/80  1,000  15.00  27.50 


uson  Computer  Sys/computer  equipment  6/25/80  1,000  20.00 

'ec  Systems/vacuum  coating  systems  7/1/80  3,000  1.00 

jroup/sells  waste  conversion  equip  7/9/80  3,000  1.00 

•al  Defense/manufactures  tank  ordnance  7/11/80  1,000  7.33 

Resources/oil  and  gas  7/14/80  3,000  1.00 


29.50 
2.13 
1.00 

16.75 
2.13 


con/interactive  graphics  systems 

7/22/80 

1,000 

22.00 

31.75 

44 

50,776 

0.92 

34.5 

Oii  &  Gas/oil  and  gas 

7/22/80 

6,000 

1 .00 

0  .z*  J 

99  c; 

nil  2 

nil 

niP 

t  Exploration/oil  and  gas 

8/12/80 

2,000 

2.50 

U.Uo 

NM 

ard-Bred  Pacers  &  Trotters/horses 

8/13/80 

1  000 

3.00 

0.00 

9  1 

n  i»  2 

nil 

cture  Show/distr  motion  pictures 

8/1 8/80 

2,500 

9  no 

1  I  0 

1 . 1  y 

/I  1 
—4 1 

U.U/ 

1  "7  0 

1 7.0 

Resources/oil  and  gas 

8/19/80 

3,000 

1.00 

4.63 

363 

43  2 

dO.012 

Oil/oil  and  gas 

8/21/80 

5  000 

1  on 

Z..UO 

1  H/^ 

ClU.Ul  ^ 

u 

i  Petrosearch/oil  and  gas 

8123179 

3,700 

,1.00 

2.06 

1 

yo  1 

uu.zo 

A 
U 

1  Petroleum/oil  and  gas 

8/28/80 

6  000 

0. 1  y 

0  00  0 

AC\  f\1 

au.Ud 

,-1 

u 

oma  Energies/oil  and  gas 

8/29/80 

2  500 

2.00 

0 .00 

1  u  1 

1  Cyo 

u 

veil  Drilling/oil  and  gas  drilling 

9/5/80 

3,000 

1.00 

1.88 

88 

1,612 

0.05 

31.3 

'  Assets  Intl/fin  for  oil  ind 

9/9/80 

3,000 

1.00 

1.25 

zo 

00  1,  2 
yy  ' 

rifl  f^^2 

A 
U 

a  Resources/oil  and  gas 

9/ 1 S/80 

3  500 

1 .00 

9  8k 

1  fik 
100 

nil 

nil 

M  A 

te  TV  &  Assoc  Resources/pay-TV  sys 

9/18/80 

1  000 

5.00 

14  nn 

1  sn 

u  1  .VZ 

J 
U 

Exploration/oil  and  gas 

9/24/80 

1,000 

5.00 

8.50 

70 

3422 

0.142 

itech/genetic  engineering 

10/14/80 

1  000 

35.00 

41.00 

1  7 

o,yoz 

U.UO 

iNIVl 

on  Oil  &  Gas/oil  and  gas;  oilfield  svs 

10/21/80 

5,000 

1.00 

4.13 

313 

78n2 

\x\j\)o 

U 

electronics 

10/28/80 

1  800 

6.50 

7  7^ 

I  Q 

9  1  1 
L  1 

uu.zo 

A 
U 

jin/pinball  machines 

10/30/80 

1^500 

3.00 

2.88 

-4 

ml 

d0.312 

d 

Oil/oil  and  gas 

10/31/80 

8,720 

1.00 

1.88 

88 

7,0222 

dO.OP 

— 

Express  Airlines/airline 

1 1/6/80 

3,000 

8.50 

8.. SO 

0 

6' 

do.  152 

d 

can  Public  Energy/oil  and  gas 

11/12/80 

1,500 

7.00 

7.00 

0 

2,327 

0.30 

23.3 

r  Tractor/manufactures  tractors 

11/13/80 

1,000 

9.75 

11.88 

22 

121 

2.17 

5.5 

footwear 

12/2/80 

2,377 

22.00 

19.75 

-10 

269,775 

1.21 

16.3 

Energy  Services  Ltd/drilling,  oilfield  svs 

12/3/80 

1,500 

17.50 

23.25 

33 

91,138 

1.19 

21.3 

)ine  Petroleum/oil  and  gas 

12/3/80 

5,000 

1.00 

2.06 

106 

15 

nil 

mputer  equipment 

12/16/80 

1,300 

32.00 

31.50 

-2 

13,984 

1.21 

26.0 

]nergy/oil  and  gas 

12/17/80 

1,250 

7.00 

10.50 

50 

152 

dO.042 

•s  Inc/contract  drilling 

12/17/80 

1,000 

19.25 

17.50 

-9 

18,758 

1.13 

15.5 

;ther  Exploration/oil  and  gas 

12/18/80 

1,000 

5.00 

4.38 

-13 

1,477 

d0.02 

d 

'biochemical  products 

12/18/80 

1,500 

2.00 

3.00 

50 

1,186 

0.03 

NM 

Computer/microcomputers 

12/22/80 

4,600 

22.00 

26.00 

18 

117,126 

0.32 

NM 

d/health  care  products 

12/23/80 

1,500 

5.00 

4.50 

-10 

6,700 

dO.58 

d 

>  Science/electrical  equipment 

1/8/81 

1,000 

16.00 

20.13 

26 

26,716 

1.01 

19.9 

lation  Retrieval  Sys/computer  equip 

1/9/81 

1,800 

2.00 

2.00 

0 

4,616 

NA 

li  Capital/venture  cap  for  bioscience 

1/23/81 

1,760 

7.50 

8.75 

17 

NA 

NA 

/manufactures  computer  discs 

1/27/81 

1,100 

13.50 

17.00 

26 

62,871 

0.42 

40.5 

I  Systems/semiconductors 

1/29/81 

1,150 

11.00 

9.75 

-11 

10,500 

0.20 

48.8 

rise  Radio/sports  radio  network 

2/3/81 

1,000 

5.00 

4.75 

-5 

NA 

d0.902 

n/computer  equipment 

2/11/81 

1,975 

16.00 

16.75 

5 

22,761 

0.24 

^-9.8 

>  Systems/computer  equipment 

2/12/81 

2,000 

2.50 

2.88 

15 

6,735 

0.10 

28.8 

Vet/electronic  funds  transfer 

2/18/81 

2,000 

6.50 

6.38 

-2 

3,217 

0.07 

NM 

genetic  engineering 

3/6/81 

5,225 

23.00 

21.00 

-9 

9,622 

0.04 

NM 

income  only     ^Figure  covers  a  period  of  less  than  12  months. 

H^ompany  estimate.    NA:  not  available. 

nil:  insignificant,    d:  negative. 

NM:  not 

neaningful. 
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The  Streetwalker 


Mention  savings  and  loan  stocks,  and  you  II 
hear  rumors  of  bankruptcy,  bail-outs  and 
mortgages  under  water  Are  these  buy  signals 
in  disguise  for  an  industry  star? 

They  aren^ 
all  sinking 


By  Newoomb  Stillwell 


IF  YOU  BELIEVE  THE  OLD  SAW  aboUt 
buying  on  bad  news,  it  is  clearly  time 
to  take  a  look  at  the  savings  and  loan 
stocks.  Listen  to  budget  wunderkind  Da- 
vid Stockman:  "Any  honest  evaluation 
of  the  industry  would  show  that  its  equi- 
ty has  been  wiped  out." 

A  more  somber  proclamation  is  hard 
to  imagine,  and  Wall  Street  is  rewarding 
the  thrifts  accordingly.  Giants  like  Impe- 
rial Corp.  of  America  and  Golden  West 
Financial  trade  at  puny  6  and  7  times 
depressed  earnings  in  a  9-multiple  mar- 
ket. But  Stockman — and  most  inves- 
tors— overlooks  the  fact  that  the  entire 
industry  isn't  down  and  out:  One  low- 
multiple  thrift.  Financial  Corp.  of  Amer- 
ica, is  not  only  surviving,  it's  thriving. 

Consider:  FCA's  earnings  per  share 
jumped  almost  30%  last  year,  to  $2.60, 
up  some  400%  since  1975.  Return  on 
equity  approached  30%,  and  assets  grew 
by  more  than  50%,  to  $1.8  billion.  All 
this  at  a  time  when  competitors  were 
squeezed  by  funding  old  single-digit 
mortgages  with  double-digit  deposits. 

What  makes  FCA  so  profitable?  "We 
run  this  company  on  pride  and  greed," 
says  Chairman  and  CEO  Charles  W. 
Knapp.  In  practice  when  suppliers  raise 
prices,  FCA  charges  customers  more.  Its 
weighted  cost  of  funds  of  10.84%  isamong 
the  industry's  highest.  So  is  the  13.42% 
weighted  yield  on  its  loan  portfolio. 

The  reason  for  these  unusual  numbers 
is  a  very  unusual  way  of  doing  business. 
California-based  FCA's  State  Savings 
and  Loan  subsidiary  doesn't  have  branch 
managers  waiting  for  depositors.  It  has 
"account  managers"  who  make  house 
calls.  It  also  has  commissioned  salesmen 
at  "money  desks"  around  the  country 
peddling  jumbo  CDs  at  aggressive  rates. 
Says  jonathan  E.  Gray,  senior  analyst  at 
Sanford  C.  Bernstein,  "When  the  S&Ls' 


quarter-point  rate  advantage  was 
changed,  they  lost  their  hold  on  the  con- 
sumer savings  market.  The  rest  of  the 
industry  is  sitting  around  waiting  for  the 
funds  to  return.  These  guys  said,  'The 
hell  with  that,  we'll  get  funds  whole- 
sale.' "  In  1980,  when  industrywide  de- 
posits rose  5%  and  many  S&Ls  had  net 
outflows.  State  Savings  and  Loan's  de- 
posits rose  over  50%,  to  $1.7  billion. 

FCA  can  pay  market  rates  for  this  new 
money  because  of  the  equally  unusual 
way  it  manages  assets.  A  third  of  FCA's 
1981  lending  target  of  $1.3  billion  will  be 
devoted  to  short-term,  floating-rate  con- 
struction loans,  coop  conversion  loans 
and  the  like,  some  through  its  commer- 
cial credit  subsidiary,  which  can  do 
things  the  SikL  can't.  A  typical  price  tag: 
prime  plus  2%  and  a  front-end  fee  of  up 
to  7%.  At  today's  prime,  on  a  three-year 
loan  that  means  an  effective  yield  to 
maturity  of  almost  23%,  a  rate  FCA  can 
command  because  it  makes  commit- 
ments fast.  Says  lerome  I.  Baron,  S&.L 
analyst  at  Merrill  Lynch,  "Customers 
would  rather  pay  their  rate  than  sit  with 
their  funds  tied  up  for  three  months." 


Risky?  Yes,  but  with  a  $79  mi] 
commercial  credit  portfolio,  five- 
loan  losses  were  a  mere  0.5%.  And 
S&.Ls'  fees  aren't  brought  into  earn 
all  at  once  but  amortized  over  the  li 
the  loan.  Last  year,  on  top  of  $12.7 
lion  in  net  eamings,  FCA  claimed  s 
$7  million  in  unreported  fee  income 

FCA  not  only  collects  fees  from  de 
opers  but  also  joint  ventures  with  t 
by  buying  land,  bringing  in  a  devek 
lending  him  money,  using  his  brains 
splitting  the  profit.  Returns  on  these 
manly  residential  projects  have  aver 
over  30% . 

This  isn't  to  say  that  FCA  dot 
make  mortgages.  In  fact  it  makes  lo 
them,  the  old-fashioned  kind  with  t 
rates  and  long  maturities.  But  ur 
FCA  has  long-term  funds  to  match  t 
with,  it  doesn't  keep  them.  Inst 
they're  sold  to  pension  funds,  insur, 
companies  and  even  some  thrifts  in 
East,  where  mortgage  rates  are  lo 
Result:  more  fees — and  yet  another 
son  that  FCA's  eamings  are  less  like^ 
fluctuate  with  interest  rates  than  o 
S&Ls'.  In  fact,  only  about  $  1 50  millu 
FCA's  loans  are  "mismatched" — bac 
by  deposits  currently  bearing  highe 
terest  rates  than  the  loans  produce. 

Clearly  FCA  doesn't  run  an  ordL 
SdkL.  But  then  Charlie  Knapp  is  no  c 
nary  S&.L  executive.  Onetime  Shean 
Fiarnmill  first  vice  president  and  p 
dent  of  real  estate  developer  Shappel 
dustries,  Knapp  took  charge  of  FCA, 
named  Budget  Industries,  in  1975 
short  order  he  sold  a  money-losing  dt 
opment  business  (including  ill-fated 
dre  Island  Investment  Corp.)  and  ar 
surance  business;  this  year  he  made  a 
to  sell  a  commercial  banking  subsic 
for  $  1 4.9  million.  Knapp  even  sold  tht 
Angeles  home  office  because  renting 
cheaper.  He  poured  this  money  and 
ital  borrowed  by  the  holding  comp 
into  commercial  credit  and  S6kL  c 
ations.  Then  when  interest  rates  b 
their  meteoric  rise  in  1978,  Knapp  v 
wholesale,  and  assets  exploded. 

So  did  FCA's  stock,  sort  of.  Fro 
1974  low  of  88  cents  (adjusted  for  sp. 
its  shares  have  risen  to  a  recent  pric 
just  over  $17.  Still,  they  languish 
lowly  6  P/E  ratio,  yielding  3.9%.  Bes 
the  thrifts'  unpopularity,  a  small  I 
also  turns  off  institutional  money  n 
Employees  and  management  own  al 
40%  of  FCA's  4.5  million  shares 
standing.  Hardly  enough  to  sup 
much  institutional  interest.  Knapp 
ognizes  the  problem  and  has  been  s 
ting  the  stock  3-for-2  every  other  > 
also,  there  are  hints  in  the  air  ol 
equity  offering  later  in  the  year,  if 
price  improves.  Given  all  that,  now  : 
be  a  real  opportunity  to  get  in  before  1 
begins  to  appear  on  institutional  rl 
screens.  Says  Baron,  "I'd  sure  be 
prised  if  it  got  much  cheaper."  ■ 
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m  the  IRS  moves  to  close  one  loophole,  it 
ally  opens  others  One  of  the  biggest  open- 
yet  is  the  game  of. . . 


Avmding  taxes 
through  T  hills 


By  William  Baldwin 

'    HAT    A    FRUSTRATION    FOR  thc 

folks  at  the  Treasury  Depart- 
ment. Their  own  Treasury  bills 
ng  tumed  against  them  in  a  tax- 
nce  scheme  that  costs  the  govern- 
plenty.  And  the  problem  is  aggra- 
)y  a  ruling  the  IRS  put  out  in  1978 
ffort  to  crack  down  on  tax  dodges, 
'easury  figures  it's  losing  at  least 
on  a  year  from  the  T  bill  gimmick 
ated  financial  transactions, 
opportunity  for  high-bracket  in- 
1  results  from  an  anomaly  in  the 
il  Revenue  Code  that  includes 
;nd  losses  on  futures  contracts  in 

gains  but  counts  profits  and 
on  Treasury  bills  as  ordinary  in- 

Senator  Daniel  P.  Moynihan 
(.]  and  Representative  William  M. 
ad  (D-Mich.)  arc  coming  to  the 

with  bills  that  would  close  the 
le.  But  that  may  only  create  new 
is  the  history  of  the  tax  code — 
'  2,000  pages  long  and  growing 
ore  complicated — would  suggest, 
ke  cutting  heads  off  the  Hydra," 
;nts  one  Treasury  official,  while 
y  conceding  that  the  T  bill  trick 

"The  returns  are  terrific.  It's  a 
ame." 

lay  the  game  you  make  a  big  in- 
nt  in  Treasury  bill  futures,  wait 
nths  for  a  gain  or  loss  to  appear, 
en  decide  whether  you  want  to 
at  gain  or  loss  in  futures — taxable 
)ital  gains  rate — or  in  actual  Trea- 
ills,  taxable  at  ordinary  income 
lat  run  up  to  70% . 
's  a  hypothetical  example:  This 
you  buy  a  December  T  bill  future 
,  a  14%  discount  interest  rate, 
cans  you  would  agree  to  accept  $1 
I  of  the  three-month  bills  that  the 
ry  will  issue  in  mid-December, 
ontract  price  will  be  $965,000, 
corresponds  to  the  14%  rate,  al- 
your  initial  margin  could  only  be 
or  so.  Now,  if  T  bill  rates  drop  to 


12%  over  the  next  nine  months,  the  T 
bills  will  come  out  in  December  at  a 
price  tag  of  $970,000,  meaning  you've 
got  a  $5,000  profit.  But  instead  of  taking 
delivery  of  the  bill  you'll  sell  the  contract, 
and  the  profit  will  be  taxed  as  a  long- 
term  capital  gain,  at  a  rate  of  28%  if 
you're  in  the  top  bracket. 

Conversely,  if  rates  jump  to  16%,  say, 
you  would  lose  $5,000 — your  initial 
$2,000  plus  another  $3,000  in  margin 
that  you  would  have  had  to  put  up.  In 
this  case  you  take  delivery  of  the  $1 
million  in  T  bills,  at  a  price  of  $965,000 
reflecting  the  discount  to  maturity.  (It's 
possible  to  borrow  almost  all  of  the  pur- 
chase price.)  And  you  sell  the  T  bill  im- 
mediately for  $960,000,  recording  a 
$5,000  loss. 

The  loss  IS  fully  deductible  against 
such  ordinary  income  as  divi- 
dends, interest  and  salary.  The  rea- 
son: T  bills  by  definition  are  "ordinary 
assets,"  not  "capital  assets."  Congress 
put  that  rule  in  the  tax  code  years  ago  so 
that  the  normal  appreciation  of  a  T  bill  as 
it  approaches  maturity  would  be  interest 
rather  than  capital  gain.  At  the  time  it 
seemed  reasonable  to  assume  that  losses 
on  T  bills  would  never  amount  to  much. 

The  ordinary-loss  treatment  is  a  bo- 
nanza for  high-bracket  investors.  Capital 
losses,  the  kind  usually  incurred  from 
stock  and  bond  investments,  are  deduct- 
ible against  only  $3,000  of  ordinary  in- 
come each  year. 

Thus  the  T  bill  game  appears  to  offer  2- 
to-1  odds  in  the  investor's  favor.  After- 
tax, each  dollar  of  loss  on  the  T  bill 
futures  costs  the  top-bracket  investor 
only  30  cents.  But  each  dollar  of  gain  is 
worth  72  cents  aftertax. 

Most  players,  however,  are  more  in- 
terested in  tax  avoidance  than  in  gam- 
bling, so  they  hedge  positions  with  off- 
setting futures  in  different  months.  In 
today's  volatile  money  markets,  such 
straddling  doesn't  make  the  transaction 
risk  free,  but  it  does  usually  succeed  in 
generating  a  long-term  capital  gain  and 


an  offsetting  ordinary  loss. 

The  T  bill  game,  in  existence  since  the 
Chicago  Mercantile  Exchange  intro- 
duced futures  contracts  in  1976,  has  be- 
come quite  popular.  The  IRS  strength- 
ened the  hand  of  the  players  three  years 
ago  when  it  ruled  that  futures  contracts 
are  capital  assets.  The  agency  was  trying 
to  squelch  a  type  of  straddle  that  allowed 
taxpayers  to  postpone  capital  gains  from 
one  year  to  another.  The  unintended  re- 
sult: a  juicier  scheme  that  allows  reduc- 
tion of  ordinary  income. 

Traders  are  putting  together  limited 
partnerships  that  manufacture  tax 
losses  with  T  bills  futures.  Some 
have  expanded  the  game  to  other  invest- 
ments by  taking  advantage  of  the  "30- 
day"  rule  designed  for  the  benefit  of  bro- 
kerage firms.  This  rule  is  an  exception  to 
the  general  principle  that  a  dealer's  trans- 
actions in  his  stock-in-trade — securities 
for  a  broker,  soup  for  a  grocer — cannot 
qualify  for  capital-gains  treatment.  A 
broker  can  segregate  a  portion  of  his 
holdings  and  call  them  "investments" 
(qualifying  for  capital  gains)  while  keep- 
ing the  rest  as  "inventory"  and  he  has  30 
days  to  make  up  his  mind.  Obviously, 
brokerage  firms  put  losing  investments 
in  the  inventory  column  while  keeping 
winners  in  the  investment  column. 
These  days  tax-shelter  partnerships,  clas- 
sifying themselves  as  dealers,  are  doing 
the  same. 

The  Treasury  has  told  Senator  Moyni- 
han of  one  such  group  of  100  partners 
that  generated  an  ordinary  loss  of  $46 
million  in  its  first  year.  Undeterred  by 
what  appeared  on  the  tax  return  as  such  a 
dismal  performance,  more  investors 
flocked  in,  doubling  the  partnership  size. 
The  next  year  it  lost  $70  million. 

Can  Treasury  stanch  this  growing  run- 
off of  tax  revenues  that  result  not  from 
illegal  activity  but  from  the  interstices  of 
the  law?  Moynihan  and  Brodhead  have 
submitted  bills  to  repeal  the  ordinary  in- 
come treatment  of  T  bills  and  to  change 
thc  rules  for  brokers'  investments.  But 
that  won't  pass  Congress  quickly.  Con- 
gress is  normally  slow  in  dealing  with  tax 
measures,  and  the  professional  traders 
have  hired  the  heavyweight  lobbying 
firm  of  Charls  Walker  Associates  to  see 
that  the  legislation  doesn't  go  too  far. 
"There's  going  to  be  a  tremendous  fight 
over  this  thing,"  says  a  T  bill  futures 
trader.  "It  unfairly  screws  thc  legitimate 
business  guy." 

History  suggests  that  the  Moynihan- 
Brodhead  bill,  if  it  finally  passes,  will 
only  sprout  new  heads  on  the  Hydra.  The 
ultimate  loophole-closer  would  be  an  end 
to  the  70%  tax  rate  on  unearned  income. 
But  that's  not  envisioned  anytime  soon. 
President  Reagan  postponed  that  part  of 
his  tax  plan  until  1984,  for  fear  of  appear- 
ing too  generous  to  the  rich.  It  looks  like 
tax-avoidance  schemes  will  proliferate 
for  a  good  many  years  to  come.  ■ 
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prices  headed  for  rock  bottom  in  early  1921,  along  with  the  price  of  everything  else 


y  years  ago  in  Forbes 

price  readjustment  since  the  peak 
;d  in  May  1920  is  shown  in  the 
'ing  table,  which  gives  also  the  ex- 
{ the  rise  since  1913  [equals  100]." 

—1921—  1920 

Feb.  Jan.  May 

troducts    129  136  244 

;tc   151  162  287 

and  clothing    198  208  327 

id  lighting    218  228  235 

i  and  metal  products     146  152  193 

ig  materials    222  239  341 

cals  and  drugs    178  182  215 

iumishings   277  283  339 

nmodities    167  177  272 


ebaker  earned  $15  a  share  on  $60 

n  common  stock  in  1920,  against 
jhare  on  $45  million  outstanding  in 
Actual  net  profits  were,  therefore, 
cally  unchanged — the  best  showing 
by  any  of  the  automobile  concerns, 
aaker  is  the  strongest  of  the  'inde- 
nt' automobile  companies.  It  would 
excellent  vehicle  for  staging  W.C. 
It's  next  come-back.  Wall  Street  ru- 
isists  that  Durant  has  been  a  heavy 
aser  of  Studebaker  in  recent  weeks, 
le  wrest  control  from  Goldman- 
Lehman  Bros. interests?" 
3  was  this  man  who  Wall  Street  as- 
1  could  grab  control  of  a  major  auto- 
■?  He  was  not  rich:  A  year  before,  at 
was  nearly  broke.  But  for  a  dazzling 
ttcr-organizer  like  William  Crapo 
it,  nothing  was  impossible, 
cended  from  New  Bedford  mari- 
ipbuilders  and  born  in  1861  the 
;on  of  a  Michigan  governor,  Billy 
t  grew  up  in  the  lumber  town  of 
Mich.  Taking  no  time  for  college, 
nt  to  work  in  the  family  lumber 
set  up  his  own  insurance  agency 
he  was  21;  and  made  a  million  in 
rriage  business  before  40.  But  for 
mall,  spare,  incredibly  dynamic 
"The  Man"  to  later  worshipful  as- 


sociates— this  was  but  a  start,  hi  1904  he 
took  control  of  Buick  Motor  Co.,  expand- 
ing it  so  fast  that  within  three  years  it 
was  moving  into  the  world's  largest  fac- 
tory. When  Buick  easily  survived  the 

1907  panic,  Durant  set  about  building  a 
great  automotive  combine.  Ford  almost 
came  in,  but  balked  over  a  demand  for 
cash.  So  it  was  around  Buick — soon 
joined  by  Olds  and  Oakland — that  in 

1908  Durant  set  up  his  combine,  chang- 
ing the  name  at  the  last  minute  from 
International  Motors  to  General  Motors. 

Ever  the  incurable  optimist,  Durant  in 
three  years  lost  control  of  GM  to  the 
bankers;  set  up  Chevrolet  in  1911  and 
used  it  to  regain  control  of  GM  in  1915; 
then  in  1920  lost  control  for  good  to  the 
du  Fonts,  who  bailed  him  out  after  that 
year's  market  break  put  him  some  $35 
million  in  hock.  His  comeback  efforts, 
notably  via  Durant  Motors,  came  to  lit- 
tle, and  he  died  in  relative  obscurity  in 
1947.  But  what  a  monument  he  left:  the 
world's  largest  manufacturing  company. 


General  Motors  founder  William  C.  Diiranl 


Fifty  years  ago 

"Foreign  trade  of  the  U.S.  with  other 
nations  continues  to  decline,  with  total 
exports  and  imports  for  February  show- 
ing a  drop  of  nearly  $230  million  from 
the  corresponding  months  of  last  year. 
Exports  during  February  of  1931  were 
valued  at  $226  million,  compared  with 
nearly  $350  million  last  year,  while  im- 
ports were  $175  million,  compared  with 

$282  million  in  February  of  1930  

The  export  figure  was  at  the  lowest  level 
since  November,  1914,  at  the  beginning 
of  the  world  war.  .  .  ." 

These  gloomy  numbers  suggest  one  of 
the  sad  features  of  American  govern- 
ment as  the  Depression  gained  momen- 
tum, namely,  a  perverse  tendency  to  take 
exactly  the  wrong  course  of  action.  The 
wrong  course,  in  this  instance,  was  the 
1930  passage  of  the  horrendously  high 
Smoot-Hawley  Tariff  Act  by  Congress 
and  its  signing  by  President  Hoover, 
against  the  unanimous  advice  of  all  in- 
formed observers.  The  motive  power  for 
Smoot-Hawley  came  primarily  from  the 
farmers,  frantic  at  the  decline  in  agricul- 
tural prices;  but  what  the  act  did  was  to 
make  U.S.  exports  increasingly  difficult 
by  denying  foreigners  the  means  of  pay- 
ing for  them.  In  two  years  after  Smoot- 
Hawley's  passage,  25  countries  enacted 
countervailing  duties;  and  the  resultant 
shriveling  of  world  trade  made  the  De- 
pression everywhere  worse. 

"The  fact  that  leading  tobacco  compa- 
nies were  able  to  increase  their  earnings 
last  year  in  the  face  of  generally  unfavor- 
able business  conditions  is  not  so  re- 
markable when  one  studies  the  tremen- 
dous growth  of  the  industry  in  recent 
years.  The  rise  in  consumption  of  ciga- 
rettes in  the  last  twelve  or  fifteen  years, 
for  instance,  has  been  little  short  of  phe- 
nomenal. Almost  120  billion  cigarettes 
were  consumed  last  year,  an  increase  of 
more  than  150%  over  the  total  for  1920." 

TWenty-five  years  ago 

"The  almost  deserted  buildings  of  Bald- 
win-Lima-Hamilton  Corp.'s  sprawling 
hddystone  steam  locomotive  plant  near 
Philadelphia  were  echoing  last  month  to 
the  clang  of  men  at  work.  A  small  work 
force  was  putting  finishing  touches  to 
what  may  well  be  the  last  steam  locomo- 
tives ever  built  in  the  U.S.  When  B-L-H's 
current  $9  million,  50-locomotive  order 
for  the  Govemment  of  India  is  complet- 
ed, the  last  U.S.  manufacturer  "f  steam 
locomotives  will  have  reached  the  end  of 
the  line  in  its  125  years  of  providing 
steam-driven  motive  power  to  the  na- 
tion's railroads." 
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Any  mental  activity  is 
easy  if  it  need  not  take 
reality  into  account. 
Marcel  Proust 


Clear  conception  leads  naturally 
to  clear  and  correct  expression. 
Nicholas  Boileau 


The  majority  of  men  center 
their  whole  attention  upon 
the  goal  off  there  m  the 
distance  rather  than  upon 
the  condition  they  will  be  in 
when  they  reach  their  goal. 
Tom  Drier 


I  am  an  idealist. 

I  don't  know  where  I'm  going 

but  I'm  on  my  way. 

Carl  Sandburg 


He  that  stays  in  the  valley 
shall  never  get  over  the  hill. 
JoNN  Ray 


A  Text . . . 

While  we  look  not  at  the 
things  which  are  seen,  but 
at  the  things  which  are  not 
seen:  for  the  things  which 
are  seen  are  temporal;  but 
the  things  which  are  not 
seen  are  eternal. 
U  Corinthians  4:18 


Sent  in  by  Clay  W.  Seaton,  Des  Moines, 
Iowa.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


Men  should  do  with  their  hopes 
as  they  do  with  tame  fowl: 
cut  their  wings  that  they 
may  not  fly  over  the  wall. 
George  Savile 


We  grow  great  by  dreams. 
All  big  men  are  dreamers. 
Woodrow  Wilson 


Thoughts 

on  the  Business  of  Life 


Perfection  of  means 

and  confusion  of  goals 
seem,  m  my  opmion,  to 
characterize  our  age. 
Albert  Einstein 


Is  ei'e>T  effort  you  I  nit  forth 
pari  of  a  lar^e  life  scbetner' 
Does  et  'eiy  brick  you  lay 
contribute  to  the  building 
of  a  structure  whose  plans 
you  keep  constantly  in  your 
/Hind's  eve.-'  Thank  hearen, 
the  ))iatenal  f>r  building 
air  castles  has  not  gone  up 
in  price!  And  the  man  or 
woman — especially  the  young 
man  or  woman — who  has  lost 
the  iDihiiion  and  the  energy 
to  build  one  is  in  a  pitiable 
state  indeed.  Consider  the 
end  from  the  beginning.  That, 
it  seems  to  me.  sums  up  the 
whole  thing. 
B.C.  Forbes 


To  know  is  nothing  at  all; 
to  imagine  is  everything. 
Anatole  France 


How  many  of  our  daydreams 
would  darken  into  nightmares, 
were  there  any  danger  of 
their  coming  true. 
Logan  Pearsall  Smith 


What  is  life,  but  a  series 
of  inspired  follies? 
George  Bernard  Shaw 


'Tis  immortality  to  die  aspiring. 
George  Chapman 


If  you  build  a  castle  in  the 
air,  you  won't  need  a  mortgage. 
Philip  Lazarus 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave..  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Success  doesn't  happen.  It  is 
organized,  preempted,  captured 
by  concentrated  common  sense. 
Frances  E.  Willard 


Acting  on  a  good  idea  is  better 
that  just  having  a  good  idea. 
Robert  Half 


Ideas  not  coupled  with  action 
never  become  bigger  than  the 
brain  cells  they  occupied. 
Arnold  Glasow 


In  every  work  of  genius  we 
recognize  our  own  rejected 
thoughts;  they  come  back  to  us 
with  a  certain  alienated  majesty. 
Ralph  Waldo  Emerson 


There  may  now  exist  great  men 
for  things  that  do  not  exist. 
Jakob  Burckhardt 


Nothing  will  ever  be  attempted 
if  all  possible  objections 
must  be  first  overcome. 
Jules  W.  Lederer 


Good  sense  is  the  concierge 
of  the  mind:  Its  business  is 
not  to  let  suspicious-looking 
ideas  enter  or  leave. 
Daniel  Stern 


During  the  first  period  of  a 
man's  life  the  greatest  danger 
is:  not  to  take  the  risk. 
When  once  the  risk  has  really 
been  taken,  then  the  greatest 
danger  is  to  risk  too  much. 
Soren  Kierkegaard 


Be  slow  to  undertake  a  thing; 
but  once  undertaken,  go 
through  with  it. 
Bias 
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Moine  going  for  it  than  the  luxury  imports... 


...more  advanced  technology  like  Y8-6~4. 

No  luxury  import  offers  an  engine  that  goes  from  8  to 
6  to  4  cylinders,  but  Eldorado  does  and  it's  standard. 
Also  standard  is  another  Cadillac  exclusive,  Digital 
Fuel  Injection — a  generation  ahead  of  conventional 
electronic  fuel  injection. 

. . .  more  meaningful  features  like  front-wheel  drive. 

Surprisingly,  most  luxury  imports  lack  front-wheel 
drive  while  Eldorado  has  had  it  since  1967.  Other 
Eldorado  standard  features  often  lacking  on  luxury 
imports  include  electronic  level  control,  cornering 
lights  and  MPG  Sentinel — a  miles-per-gallon  monitor 
which  can  help  you  become  a  more  efficient  driver. 

...more  ways  to  go. 

No  single  luxury  import  model  offers  you  Eldorado's 
unprecedented  engine  choice . .  .standard  V8-6-4. . . 
available  V6. .  .or  available  Diesel. 

Eldorados  are  equipped  with  GM-built  engines 
produced  by  various  divisions.  See  your  Cadillac 
dealer  for  details. 


. . .more  interior  roominess. 

in  addition  to  impressive  traction,  front-wheel  drive 
helps  give  Eldorado  more  interior  roominess  than 
most  luxury  import  models.  Source:  EPA  Interior 
Volume  Index. 

...more  convenient  service. 

Eldorado  has  a  larger  dealer  network  than  any  luxury 
import. .  .for  readily  available  service  and  parts 
across  America. 
...more  in  demand. 

Eldorado  outsells  any  single  luxury  import  model.  Any 
single  luxury  import  model.  Source:  R.  L.  Polk  Regis- 
trations, Jan. -Oct. ,1980. 
. . .  and  more . . .  distinctive  styling. 

. . .  more  going  for  it . . .  and  you. 

When  you  compare  everything  you  get  with  an 
Eldorado  that  you  don't  get  with  a  luxury  import,  we 
think  you'll  agree  that  there  is  no  comparison. 
Eldorado  has  more  going  for  it . . .  and  you.  Whether  you 
buy  or  lease, see  a  Cadillac  dealer,and  see  for  yourself. 
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How  Citibank  trade  financing  helped  a  Taiwan  export  company 

grow  1000%  in  12  years. 


When  the  atico  Group  of  trading 
companies  came  to  Citibank  12  years 
ago,  it  was  a  $5  million  company 
exporting  a  few  lines  of  kitchenware. 
This  year,  sales  will  top  $50  million. 
And  its  seven  companies  will  export 
thousands  of  different  products:  from 
brassware,  toys,  and  luggage,  to  wood- 
burning  stoves. 

"Fast,  accurate  answers" 

ATICO  Chairman  T.  Y.  Tseng  says. 
"Without  Citibank's  global  reach  and 
expertise  in  letters  of  credit,  our 
spectacular  growth  would  have  been 
impossible." 

He  explains,  "In  the  export  business, 
your  bank  is  crucial.  It  must  arrange 
payment  guarantees  between  buyers 
and  sellers.  It  must  provide  fast. 


accurate  answers  about  prospective 
customers  in  distant  markets,  foreign 
currencies,  shippers,  contracts,  and 
a  lot  more.  Citibankers  always  come 
through,  no  matter  how  complicated 


ATICO  Cluiirniaii  T.  Y.  Ifvn^  fnghtj  and  (korgt 
Chalmers.  Citibank  .  bsistant  \^'icc  President, 
discuss  the  company  s  future  groivth. 


the  transaction.  Or  how  short  the 
deadline." 

"The  worldwide  network" 
Adds  Citibanker  George  Chalmer 
The  key  to  our  service  for  atico  is  t 
bank's  worldwide  network.  We  have 
trade  finance  experts  in  nearly  100 
countries  around  the  globe.  We  can 
handle  both  ends  of  any  transaction 
an>'where.  With  complete  informati" 
worldwide,  we  have  the  quick  turn- 
around ATICO  needs  to  handle  bigge 
and  bigger  volumes." 
In  Taiwan  and  all  over  the  world, 
^^^^  Citibank  contributes  to  economic 
^^^■ta^development  through  better 
MfB  f^^^^^^  service  to  its  customers. 

^  CITIBANKO 

A  subsidiary  of  Citicorp 
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